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happening today and what it sees 
on the road ahead. Much of the 
real-time economic data we follow 
— such as transportation activity, 
home sales, and jobless claims—is 
showing tangible evidence that 
economic activity — while still 
depressed — has begun to make a 
comeback. 
 
Stocks already are pricing in a 
steady economic recovery beyond 
2020 that may be supported if we 
receive breakthrough treatments to 
end the COVID-19 pandemic. 
However, the optimism reflected 
in stocks also may limit their up-
side potential over the rest of the 
year. 
 
It’s still going to be a challenging 
environment with significant un-
certainty that may lead to more 
volatility for the next few months. 
Still, we continue to encourage 
investors to focus on the funda-
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At the midpoint of 2020, we’re 
mindful that it’s been an extremely 
challenging year so far in the United 
States and around the globe. We’re 
in the midst of a pandemic that con-
tinues to impact all of us, our com-
munities, and our economies. 
 
Together we’re looking ahead for 
new ways to face these challenges 
and how we can prepare now for bet-
ter times. We’ve been impressed by 
what we’ve seen so far: The resilien-
cy and accelerated innovation among 
large and small US businesses; ef-
forts by our national, state, and local 
governments to support our commu-
nities; and most of all, the dedication 
and unprecedented cooperation 
among our front-line health profes-
sionals, medical researchers, and 
everyday people to guide us through 
this health crisis. 
 
We know the stock market is for-
ward-looking: It focuses on what’s 
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mental drivers of investment 
returns and their long-term fi-
nancial goals. 
 

ECONOMY 
Domestic Economy. The tra-
jectory of the economic recov-
ery remains uncertain, but based 
on the depth of the contraction 
and a multi-staged recovery, our 
2020 base case GDP forecast 
calls for a 3 – 5% contraction in 
GDP. 
 

Global Economy. We expect 
economies in Europe to contract 
more than the United States or 
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Japan in 2020. After the pan-
demic ends, deficits and popu-
lism may continue to weigh on 
Eurozone growth. So far, China 
has led the way out of the global 
crisis in terms of containing the 
virus and reopening its economy. 
 

Recession. The US economy 
entered a recession in March 
2020. Although this recession 
may end up as one of the short-
est on record, the eventual re-
covery may not be strong 
enough to get economic activity 
back to 2019 levels by the end of 
2020. 
 

Employment. Ongoing unem-
ployment in industries that are 
more challenged because of so-
cial distancing may likely delay 
consumer spending’s return to 
2019 levels until 2021. 
 

BONDS 
We expect interest rates to re-
main at historically low levels, 
but the direction may be higher 
over the rest of 2020. Our year-
end base-case forecast for the 10
-year US Treasury yield is 1 – 
1.5%, which would be the lowest 
level to end a year on record if 
realized. 
 

STOCKS 
We believe the optimistic eco-
nomic recovery scenario reflect-
ed in stocks may limit their up-
side potential over the rest of the 
year. Our 2020 year-end S&P 
500 Index target range is 3,250 – 
3,300, based on a P/E just below 
20 and a normalized EPS of 
$165. 

 
ELECTION 2020 
Historically, when a president 
has been up for reelection, it has 
tended to boost stocks. So, it is-
n’t about Republican or Demo-
crat — it’s about trying to boost 

the economy and stock prices by 
the time voters go to the polls. 
 
History also shows that the US 
economy has major bearings on 
the presidential election outcomes. 
If there has been a recession dur-
ing the year or two before the elec-
tion, the incumbent president has 
tended to lose. If there has been no 
recession ahead of the election, the 
incumbent president has tended to 
win. In fact, the economy has in-
credibly predicted the winning 
president every year going back to 
President Calvin Coolidge in 
1924. 
 
In addition, how stocks perform 
the three months ahead of the elec-
tion has delivered a solid track rec-
ord of deciding who will be in the 
White House the next January. 
The S&P 500 has predicted every 
presidential election winner since 
1984, and 87% of the winners 
since 1928, with stocks favoring 
the incumbent party if stocks are 
higher in the three-month period 
before the election. As the chart 
shows, if stocks sell off ahead of 
the election, the opposition party 
has tended to win and the incum-
bent party has lost. Our analysis 
suggests the 2020 presidential race 
is still up in the air. 

 

 Investing Reminders 
from Dave & Jerry: 

 
 Market volatility is an inevitable 
part of investing. 
If we never had market sell-offs, 
we wouldn’t have as much op-
portunity to see returns. 
  
Markets trend upward. While 
the past can’t tell us what the 
future holds, the past 30 years 
have had upward-moving mar-
kets despite recessions. It makes 
sense that this would continue 
since investors see opportunity 
in undervalued stocks. 
  
Trying to time the markets may 
not end well. If you sell out of 
the market during a decrease, 
you “lock in your loss,” because 
unless you buy back in at just the 
right time, it can be difficult to 
to recover the amount you 
lose—and the very best days 
tend to happen right after the 
very worst ones.* 
 
 Understand your strategy. Your 
strategy was designed for your 
specific goals, timeline, and risk 
tolerance. 
 
 Review your needs and goals. 
This is a great time to determine 
if your goals and objectives re-
main the same, or if they’ve 
shifted, requiring an update to 
your strategy. 
 
 Stick to your strategy. Your 
strategy was built for your indi-
vidual time horizon, and sticking 
to it will position you to work 
toward your goals. 

This material is for general information only and 
is not intended to provide specific advice or 
recommendations for any individual. There is no 
assurance that the views or strategies discussed 
are suitable for all investors or will yield positive 
outcomes. Investing involves risks including 
possible loss of principal. Any economic fore-
casts set forth may not develop as predicted and 
are subject to change. References to markets, 
asset classes, and sectors are generally regard-
ing the corresponding market index. Indexes are 
unmanaged statistical composites and cannot be 
invested into directly. Index performance is not 
indicative of the performance of any investment 
and do not reflect fees, expenses, or sales charg-
es. All performance referenced is historical and 
is no guarantee of future results. All information 
is believed to be from reliable sources; however, 
LPL Financial makes no representation as to its 
completeness or accuracy. This research materi-
al has been prepared by LPL Financial LLC. 
Securities and advisory services offered through 
LPL Financial (LPL), a registered investment 
advisor and broker‐dealer (member FINRA/
SIPC).  

* There are six examples in the S&P 500 since 
1987 of deep declines that were followed within 10 
days by big moves to the upside. The S&P 500 is 
generally considered representative of the U.S. 
stock market. Past performance is no guarantee of 
future results. 


