
across the country are booming; company 
results during third quarter earnings sea-
son have been much better than expected; 
and S&P 500 Index earnings are ex-
pected to increase significantly in 2021—
potentially by more than 20% (FactSet). 
 
Meanwhile, COVID-19 remains a threat 
as cases and hospitalizations continue to 
rise. Although the numbers may go high-
er in the short run, cases are skewing 
younger and treatments have improved 
significantly, greatly improving patient 
outcomes. While widespread shutdowns 
are unlikely, renewed restrictions in Eu-
rope in response to its latest outbreak 
provide a reminder that this battle is not 
yet over. We remain optimistic that safe 
and effective vaccines may be identified 
within the next month or two and become 
widely available sometime in mid- to late
-2021. 
 
Turning to policy, negotiating a stimulus 
package to help fortify the economic 
bridge to a COVID-19 vaccine likely will 
be among the first priorities after Inaugu-
ration Day, though a smaller package in 
the lame duck session of Congress may 
be possible.  
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A record number of people voted in the 2020 
US presidential election, and several media 
outlets have projected that former Vice Pres-
ident Joe Biden has won enough electoral 
college votes to be declared President-elect. 
President Donald Trump has not yet conced-
ed the race and is pursuing legal options in 
several states challenging the outcome. 
States now have until December 8 to resolve 
any election disputes, including recounts and 
court proceedings, as electors officially cast 
their votes on December 14. 
 
As the process continues to play itself out, 
we believe the next president will inherit an 
economy that is improving nicely. Based on 
gross domestic product, the US economy 
grew by a record 33% annualized in the third 
quarter as the economy reopened (Bureau of 
Economic Analysis), likely bringing the US 
recession—one of the shortest ever—to an 
end.  
 
The strength of the US consumer has been a 
key driver of this recovery, with retail sales 
already eclipsing their pre-pandemic highs. 
But it’s not just the consumer driving the 
rebound. Manufacturing activity has been on 
the upswing; investment in technology 
equipment has surged; most housing markets 

Election 2020: Still Undecided 

While political change may cause mar-
ket volatility, US political and econom-
ic systems are resilient and can, after a 
period of adjustment, adapt to new 
realities. Most of our investment hori-
zons extend far beyond this election 
and any political cycle. Our focus re-
mains on providing independent in-
vestment advice and helping you stick 
to your long-term investment strate-
gies. Our commitment to you will not 
change, regardless of who is in office. 
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While the election is still not certified, 
and court battles will drag on, it ap-
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pears that we can draw two firm conclu-
sions from the 2020 election. First, the 
pollsters were horribly wrong again. Sec-
ondly, American voters do not want a 
radical shift in economic policy. 
 
 While Vice President Biden declared 
victory based on statistical evidence 
compiled by the media, there remains 
some ambiguity. States have not yet for-
mally certified their election results, 
President Trump is pushing back with 
court cases, and recounts will be auto-
matic in some states because of the close-
ness of the results. That said, the odds 
favor a Joe Biden Presidency for the next 
four years.  
 
But, for at least the next two years, he 
will be interacting with a Congress that 
looks much different from the Blue Wave 
that pollsters expected. We know it is 
2020, and anything can happen, but after 
Alaska and North Carolina report, it ap-
pears that Republicans will have at least 
50 seats in the US Senate. The outcome 
of two runoff elections in Georgia, taking 
place in early January, will determine the 
final Senate make-up and it appears Re-
publicans will win at least one of those. 
 
 In addition, Democrats lost perhaps 10 
seats in the House of Representatives and 
when all the counting is done, we expect 
the Democrats will have about 224 seats 
versus about 211 for Republicans. Be-
cause mid-term elections have historical-
ly favored the party out of power, this 
result is causing the moderate wing of the 
Democrat party to push back against their 
more progressive members.  
 
This pushback has teeth because Repub-
licans around the country, in both House 
and Senate races, generally won by great-
er margins or lost by narrower margins 
than President Trump in their districts 
and states. And Republicans increased 
their power at the state legislative level.  
 
As far as policy goes, what all this means 
is that a major tax hike, the Green New 
Deal, Medicare for All, and court pack-
ing are off the table. Yes, a Biden Ad-
ministration will generate more rules and 
regulations, but the federal courts and all 
those Trump appointees during the past 
four years are likely to make sure agen-
cies and departments stick to their legal 
mandates as passed by Congress.  
 
In terms of legislation, we do expect 
Congress to pass a stimulus bill in the 
lame duck session, but it will not be the 
$3 trillion that Speaker Pelosi and the 

Democrats were pursuing before the elec-
tion. It will not bail-out the states, which 
is particularly painful for Illinois, but we 
still expect a $1 trillion package to help 
with distributing a vaccine and provide 
more money for unemployed workers.  
 
Next year, investors should expect some 
sort of infrastructure spending package, 
passing with bipartisan support. Because 
President Biden will need to get some 
sort of tax victory, look for an increase in 
the itemized deduction for state and local 
taxes, to around $20,000 from the current 
level of $10,000. Normally the GOP 
would oppose this policy change – it’s a 
bigger tax cut for residents in high-tax 
states, who tend to vote for Democrats, 
than for people in low tax states, who 
tend to vote for Republicans – but it’s 
still a tax cut, not a hike.  
 
Trade wars are off the table, however, it 
will be hard for a new White House to 
justify going soft on China or for revers-
ing progress made toward peace in the 
Middle East.  
 
Meanwhile, the economy continues to 
grow and corporate performance contin-
ues to improve. According to FactSet, 
89% of all S&P 500 companies have re-
ported earnings for the third quarter and 
86% of them have reported earnings 
above expectations. This is happening for 
two reasons. First, revenues have been 
better than expected, and second, costs 
have been cut as companies have adapted 
to challenging times. Productivity is up 
4.1% from a year ago.  
 
With news of an effective vaccine, expec-
tations that fiscal policies will not change 
in any major way, continued low interest 

rates, and the entrepreneurial power of 
the US economy, the stock market is 
well on its way to continue making new 
highs. As we have reminded investors 
over and over, personal political prefer-
ences can cloud judgement. This past 
week makes that point, powerfully.  

 

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 opportunity 
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 markets 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 mar-
ket during a decrease, you “lock in 
your loss,” because unless you buy 
back in at just the right time, it can 
be difficult 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 spe-
cific goals, timeline, and risk toler-
ance. 
 
 Review your needs and goals. This 
is a great time to determine if your 
goals and objectives remain the 
same, or if they’ve shifted, requir-
ing an update to your strategy. 
 
Stick to your strategy. Your strate-
gy was built for your individual 
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. 


