OCTOBER 2020 COMMENTARY
After what has been a challenging year, many investors are worried about how markets may react in the fourth quarter. With the presidential race underway and a
pandemic raging on, there is significant economic uncertainty hanging over investment portfolios. It's natural for some investors to wonder whether they should sit on
the sidelines until the dust settles. While it may not always seem this way, uncertainty is positive for investors in the long run. This is because times of uncertainty create
opportunities. Having the fortitude and discipline to invest when others are too nervous to do so has historically been rewarded. Additionally, there is always another
potential investor concern around the corner. Having absolute certainty means it is often too late.
Why has the broad stock market done well despite the pandemic? This is largely driven by the economic recovery that has been underway since cities and businesses
began to reopen in the summer. Nearly all economic data show a bounce-back in many areas including hiring, consumer spending, manufacturing activity, and more.
Of course, not all areas are recovering. Restaurant dining is still down 40% across the country and there are 70% fewer air travelers. Many small businesses are closing
and business bankruptcy filings are rising. This is arguably one area where targeted government support has helped to keep businesses and individuals on life support.
As we begin the fourth quarter, the presidential election is only a month away and the country is as polarized as ever. Not only are the candidates very different, they
are different in ways that will likely affect everyday Americans through their tax, economic and foreign policies. However, history has shown that while elections are
incredibly important for all Americans as taxpayers, voters and citizens, it's important to keep a level head when investing.
This is because the stock market has performed well over the past century under a variety of different presidents and parties. A reasonable analysis shows that there is
no combination of political parties for the White House, Senate and the House that has averaged less than 10% in annual total returns. In other words, from a stock
market perspective, there is no compelling reason to believe that one party or another will directly cause a recession or stock market crash. This does not mean that
there won't be stock market corrections in the short run, or that either candidate will implement sound economic policies. What the data show us, however, is that the
stock market depends on many other factors besides who controls Washington. This fact may be difficult to swallow for many investors. After all, politics affect many
parts of our lives, making it hard to separate these feelings from our investment portfolios. This is why having the discipline to do so is a critical ingredient to long-term
success.
Additionally, investors and the broad market are often wrong about the impact of presidents and their policies. It was generally accepted leading up to the 2016 election
that a Trump presidency would result in an immediate economic crisis and a stock market crash. Not only did this not happen, but the stock market proceeded to make
new highs. The same is true during the 2008 and 2012 Obama reelection campaigns when it was argued that having a Democrat in the White House, and later the
Affordable Care Act, would tank the stock market. This didn't happen either.
As with all things, it's difficult to separate skill from luck. It is certainly the case that specific policies can affect individual industries and companies, especially when it
comes to taxes and international trade. However, when it comes to the stock market and economy as a whole, the overall trends of the business cycle simply matter
much more than any individual in office.
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Ultimately, investors should recognize that uncertainty is a key ingredient to achieving long-run stock market returns. Without uncertainty, everyone would invest,
which would drive up prices and drive away returns. Although Q4 may be fraught with uncertainty, it's also clear that many parts of the economy are recovering from
the economic shutdown. The balance of these factors will be what matter for long-term investors in the years to come.
Below are three charts that highlight these important topics for the remaining months of the year.

1. Many parts of the economy are recovering.

The rising stock market has been driven by a recovering economy. Despite the severity of the COVID-19 pandemic and ensuing nationwide shutdown, many businesses
and workers have been able to return to work. While there are still millions unemployed and receiving jobless benefits, this can also slowly improve as we learn to
better manage the ongoing crisis.
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2. It's important to separate political feelings from investing.

The presidential election is front-and-center in the minds of investors. Although we all have firmly established notions about each party and their economic policies, the
reality is that stock markets have done well under both Democrats and Republicans. This is true even after adjusting for Congressional control.
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3. The Fed will keep interest rates low

The Fed has made it plain that they will continue to support the economy through the economic crisis. Their updated Summary of Economic Projections shows that they
intend to keep interest rates at or near zero percent through at least 2023. This is in addition to other Fed policies which have greatly expanded their balance sheet this
year.
The bottom line? Although elections and the pandemic may bring significant uncertainty, this may present opportunities for long-term investors.
Source: Clearnomics, Inc. Expressions of opinion are as of this date and are subject to change without notice. Any information is not a complete summary or statement of all available data necessary for making an
investment decision and does not constitute a recommendation. The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is accurate or complete.
Every investor's situation is unique, and you should consider your investment goals, risk tolerance and time horizon before making any investment. Prior to making an investment decision, please consult with your financial
advisor about your individual situation. Inclusion of indexes is for illustrative purposes only. Investors cannot invest directly in an index. Past performance does not guarantee future results. Investing involves risk and you
may incur a profit or loss regardless of strategy selected. There is no guarantee that any statements, opinions or forecasts provided herein will prove to be correct.
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