
I write this client report in the midst of one of the most tumultuous and traumatic periods 
for our country in recent history. The events of the last four months—from the coronavirus 
pandemic and the related economic shutdown, to the nationwide protests—has taxed the 
country as a whole both emotionally and psychologically. I see the midpoint of the year as a 
good time to pause and reflect, to take stock on what happened during the turbulent first half 
of 2020, and to gather strength for what’s to come in the second half of the year. 

Our investment strategy was built for the kind of volatility we have seen over the last four 
months, to help our clients navigate short-term turbulence and preserve the growth they have 
achieved on their long-term investments. Through the first half of 2020, our hedging strategy 
has rewarded clients with a positive year-to-date return. Given the wide range and anxieties and 
uncertainties we face as a nation, having our financial houses in order allows us to build on the 
confidence we need to face the other challenges that come in our lives. 

Playing off the rebound

U.S. stock markets displayed their resilience in Q2 as the S&P 500 Index gained 20.5% for 
the three-month period. After rebounding from the nearly 20% decline in Q1, the benchmark 
index is down just 3.0% at the midpoint of the year. 

What’s unusual about the stock market’s recent performance is 
how rapid the clawback was—nearly as fast as the drawdown 
in March. Whipsaw volatility like this is not unusual in and 
of itself, especially when an external event like the spread of a 
highly contagious virus pushes investors emotions to heightened 
levels. However, recovery from a correction of this nature 
normally takes about 3½ years, based on historical precedent. 

Starting from the bottom in late March and into April, we experienced the largest 50-day gain 
in market history. Despite stocks’ steady climb through the 2nd Quarter, a lot of risk remains 
in the market due to ongoing uncertainty about the pandemic and restarting the economy.

Our view is mostly the same: we are gradually building cash in our own portfolios while we 
play out potential bull and bear market scenarios in the immediate term. The Powell “put” is 
definitely on as the Fed appears keen to use interest rate policy and other stimulus to support 
economic growth and to hopefully prevent the market from going into freefall. Our longer-
term outlook remains strategically bullish on equities, as we seek attractive opportunities for 
total return wherever we find them.

The subject of risk management in uncertain times was front and center when I participated 
in the panel discussion during the Reuters Global Market Forum last quarter. The consensus 
among the audience of investment officers and corporate executives agreed that the stimulative 
measures implemented by the U.S. and other governments served the global economy well in 
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Whipsaw volatility is not unusual, but 
recovery from a correction normally takes 
3½ years, based on historical precedent.
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the early weeks of the COVID-19 pandemic. Accommodative monetary policies and increases 
in fiscal spending will likely help reeling economies recover more quickly than they would have 
without government intervention. However, there was no consensus about the sustainability of 
the current economic recovery. 

In looking at the early economic data related to the pandemic, it appears right now we’re 
seeing a V-shaped recovery in the U.S.; the initial shock of the shutdown sent the economy 
into recession in February and hammered labor markets and retail sales, but subsequent reports 
showed many of these statistics bouncing back in April and May. Most notably, non-farm 

payrolls rose by 2.5 million jobs in May—a surprise given 
that analysts were expecting a significant decline. A return to 
positive job growth is good news right now; when people are 
working more, they have more income to spend, and consumer 
spending drives around two-thirds of the total U.S. economy. 
However, we still have a long way to go to recover the nearly 

22 million jobs that were lost in March and April. The unemployment rate sat at 13% in May, 
a level most Americans have not seen in their lifetimes. Of course, it’s difficult to calculate the 
impact that an ongoing or increasing rate of COVID-19 would have on an economic recovery. 
It wouldn’t be surprising to see a W-shaped recovery that extends into 2021. This further clouds 
investors’ murky view of the future.

Winners and losers across sectors

The current recession is unique not only because of what caused it but also how it has affected 
the wide range of U.S. businesses, sparing some industries while decimating others. Travel and 
tourism, entertainment and retailers of non-essential goods suffered during the lockdown and 
are struggling to resume normal operations as re-opening gets underway. Meanwhile, grocery 
stores have thrived, as have producers of consumer staples and basic goods. Firms with a strong 
digital presence (Amazon, primarily) have done well as shoppers migrated further toward online 
retailers. Several well-known and traditionally brick-and-mortar retailers—Neiman Marcus, 
J.C. Penney, Pier 1, J. Crew, GNC, among others—have shuttered hundreds of storefronts or 
filed for bankruptcy. 

Continued on the next page.

It wouldn’t be surprising to see a W-shaped 
recovery that extends into 2021.
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Once we get used to “Zoom” meetings, 
we may find it easy to collaborate across 
hundreds or thousands of miles with anyone 
we work with.

The pandemic and related shutdowns have 
made it obvious to identify which sectors offer 
opportunities and which to avoid. The recent 
“working from home” trend seems likely to become 
a new way of life for many people, employees 
and students alike, accelerating a greater need for 
software and cloud computing. As remote work and 
education becomes more entrenched in our daily 
routines, technology and communication firms—
two sectors that powered the bull market over the 
last decade—are poised to prosper even further. 
Our focus on these sectors provided a significant 
buffer to our portfolio both during the market 
meltdown as well as on the rebound.

The same trends that propel some businesses look 
likely to disrupt others. Once we get accustomed 
to re-connecting with office colleagues via “Zoom”, 
we may find it just as easy to collaborate across 
hundreds or thousands of miles with other people 
we do business with. What then becomes of 
the airline industry, which counts so heavily on 
revenues from business travelers? When CFOs 
slash travel budgets, how will it affect hotels and 
restaurants that rely on corporate spending? When 
fewer planes take to the air, how will oil prices and 
energy companies be affected? How different will Boeing’s business look one year from now, or 
ten years from now, once there’s less demand for passenger aircraft?

With these possible transformations in mind, we have avoided sectors such as energy and real 
estate, along with industrials and financial services. This decision has been a key component of 
our investment strategy thus far in 2020. The continuing downward pressure on interest rates 
and rising levels of consumer and corporate debt has dimmed our view of opportunities in the 

banking sector. As for real estate, we are concerned about the 
impact on profits for commercial real estate firms, especially as 
remote work empties office buildings and pandemic fears close 
storefronts and restaurants, leaving fewer rent-paying tenants 
and higher vacancy rates.

The impact of changing business and consumption trends 
will be interesting to watch in the energy sector. Energy prices 
have been hit hard this year, starting with OPEC’s poorly-

timed decision to boost output just as the pandemic began its cross-border journey and halted 
economic activity as people were ordered or at least encouraged to stay at home and travel less. 
Since bottoming out in April, crude oil prices have recovered nicely but remain below pre-
pandemic levels. 

However, energy consumption was down even before the COVID-19 virus broke out across 
the globe. The strain caused by persistently weak energy prices will likely put the industry into 
“survival of the fittest” mode, as debt-heavy firms go bankrupt and others look for merger 
opportunities. Additionally, the rise of ESG investing (based on environmental, social and 

�����

����

������

������

������

������

�������

�������

�������

�������

Technology

Consumer Discretionary

Communications
Svcs.

Health Care

Consumer
Staples

Materials

Real Estate

Utilities

Industrials

Financials

Energy

������

�����������������
	�����
�����
����������������������������������������

Source for chart data: S&P Dow Jones Indices LLC



governance factors) places specific pressure on capital-intensive energy businesses. The ESG 
trend has been developing for several years now, but more portfolio managers are adopting ESG 
guidelines to match client demands for sustainable investment strategies. In many cases, this 
means oil and gas companies are excluded from portfolios when ESG-minded funds rebalance 
their allocations. Fewer buyers can make navigating the energy sector more challenging from an 
investor standpoint.

The wild ride continues

It’s hard to imagine the emotional climate of the country getting any more turbulent than it has 
been during the first half of this year. But with a presidential election on the horizon, the wild 
ride will likely continue. The pandemic and protests aren’t going away in the next six months, 
and will be joined by what promises to be another contentious campaign season. 

Looking at polls at this time won’t tell us much about what to anticipate when the results 
come in on Election Day. The outcome could largely depend how the physical and economic 
health of the nation changes between now and November 3rd. I expect to see events in the 
political climate and the presidential race play a larger role in market and investor sentiment 
in the second half of 2020. Growth in the economy and gains in the stock market tend to help 
incumbent presidents and their parties retain control of the White House (see table below), but 
the pandemic adds a layer of uncertainty we haven’t experienced in previous election years.

Our role as a wealth manager is often about much more than spreadsheets and charts. We help 
you and your family grow your wealth and maintain a comfortable financial future, so you can 
turn your attention to the things that make life worthwhile: the relationships among family 
members and friends, the health and well-being of the people you care about the most. We 
thank you for the trust you continue to place in our expertise. Please do not hesitate to contact 
us if we can be of assistance in any way.
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Positive stock returns three months before a presidential election have typcially been good for the 
incumbent party keeping control of the White House. Similarly, negative returns before Election Day 
usually signal a change in executive branch control. Only three times since 1928 has this indicator 
bucked the historical trend (1956, 1968 and 1980). 

Presidential 
election 
year

S&P 500 3-mo. 
return before 
 Election Day

Incumbent 
party

won/lost

Presidential 
election 
year

S&P 500 3-mo. 
return before 
 Election Day

Incumbent 
party

won/lost

1928 13.6% s Won 1976 -1.0% t Lost

1932 -2.6% t Lost 1980 6.9% s Lost

1936 7.9% s Won 1984 3.6% s Won

1940 9.7% s Won 1988 2.8% s Won

1944 2.3% s Won 1992 -0.4% t Lost

1948 5.4% s Won 1996 6.7% s Won

1952 -3.3% t Lost 2000 -3.4% t Lost

1956 -3.2% t Won 2004 2.8% s Won

1960 -1.3% t Lost 2008 -24.8% t Lost

1964 3.9% s Won 2012 1.9% s Won

1968 6.0% s Lost 2016 -2.3% t Lost

1972 3.0% s Won Source: LPL Financial
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Past performance does not guarantee future results. There is no guarantee that any investment strategy or account will be profitable or will not incur 
loss. Investors should consider the investment objectives, risks, charges and expenses that make up this investment strategy carefully before investing. 
Investing involves risk, including the possible loss of principal. Share price, principal value, and return on investments will vary, and you may have a gain 
or a loss when you sell your investment.

Post Oak Private Wealth Advisors may have an interest in securities or sectors highlighted in this report. This presentation and the data herein is neither 
an offer to sell nor a solicitation of any offer to buy any securities, investment product or investment advisory services offered by Post Oak Private 
Wealth Advisors. (“Post Oak”) This presentation is subject to a more complete description and does not contain all of the information necessary to make 
an investment decision, including, but not limited to, the risks, fees and investment strategies of any Post Oak products or services. Any offering is made 
only pursuant to the relevant information memorandum and accompanying, subscription materials, including Post Oak’s Form ADV Part 2, all of which 
must be read in their entirety. This information is not an advertisement and is not intended for public use or distribution and is intended exclusively for 
the use of the person to whom it has been delivered. The contents of this report have been compiled from original and published sources believed to 
be reliable, but are not guaranteed as to accuracy or completeness.  Market opinions contained herein are intended as general observations and are not 
intended as specific investment advice. Market index performance is provided by a third-party source deemed to be reliable. Indexes are unmanaged 
and have been provided for comparison purposes only. No fees or expenses have been reflected. Individuals cannot invest directly in an index.


