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Market Review with Ted Halpern 

In Hindsight, Foresight is 2020 

The first half of the year has shown just how important it is to expect the unexpected, and to plan for it. 
2020 has provided lessons I hope investors never forget—all of which can make a dramatic difference for 
your portfolio. These lessons are valuable no matter what the market environment, but especially in times 
of high volatility. 

Lessons Learned in the First Half of 2020 

Market timing is a disastrous failure and a fool’s errand: To be fair, most market timing attempts are 
an emotional reaction rather than an attempt to beat markets. The peak of market drama occurred during 
March. On March 23, markets hit their lows. The very next day, March 24, provided the best point gain in 
the history of the DJIA. In fact, 7 of the top 10 best point gains ever for the DJIA occurred during the month 
of March. What are the odds an investor could have timed that perfectly? The investors who jumped ship 
on March 23 only succeeded in locking in losses, and missing out on the recovery. 

Q1 ended with great uncertainty, unlikely to inspire confidence in a nervous investor. We had no idea exactly 
how long the business shutdowns and restrictions would last. Q2 provided the best quarter in over 2 
decades for the S&P 500 and the best for the DJIA in over 3 decades—proving once again the failure of a 
market timing approach. Many investors around the country missed out on the tremendous second quarter 
gains. In all things, but especially in financial matters, do not allow short-term reactions to dictate your long-
term strategy. Optimism and a long-term approach pay off. 

Instead, follow a disciplined approach based on a plan customized for your goals. This is what we do for 
you by rebalancing portfolio segments to match your Investment Objective. Rebalancing at the end of 2019 
locked in some of the year’s profits. This had the added benefit of less exposure to the market slide in Q1. 
Conversely, the rebalancing efforts we took at the end of Q1 helped you to participate in the terrific gains 
of Q2. We cannot predict the short-term future, but we can adhere to a long-term portfolio strategy that is 
research- and time-tested to achieve your goals. 

The critical importance of strength testing and stress testing: The Covid-19 pandemic is yet another 
example of the terrific uncertainty around us. We have heard a lot in the news lately about “a new normal” 
and “uncertain times.” Uncertainty is normal, because no one can predict the future! You must have a plan 
that accounts for uncertainty, and test against it regularly in your investment, personal and business life. 
We can all remember participating in fire drills, and as with many businesses, my firm has a disaster 
recovery plan in place. Being ready for what may come our way is very important.  

Fortunately, we do this for your portfolio. Your portfolio goes through regular and recurring Strength and 
Stress Tests. Stress Tests illustrate how your portfolio would cope with major market shocks. Strength 
Tests give the data we need to build an efficient portfolio for you with an optimal risk-return balance for your 
goals. Making sure your portfolio is on the right path when things are good is one thing, but you must have 
a plan for what to do at a crossroads. 
 
Always look for opportunities: In extreme market moments, a common reaction is to seek safety. We 
see this often in market fund flow data. Investors tend to follow the momentum of market trends like the 
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tides coming in and going out. This type of “follow the crowd” approach is not prudent. Instead, look for the 
opportunities left in their wake. 

We took action during the peak times of volatility. We rebalanced portfolios to their intended Investment 
Objectives, and added exposure to three specific areas where we saw significant potential for growth and 
value. 

• The first of these had to do with what we saw around us in the real world. Certain store shelves 
were always empty – cleaning and paper products. Demand for these products was spiking, but 
their stocks were sharply negative during the selloff. We saw an opportunity to add exposure to 
large-cap value U.S. companies at a discount.  

• We also saw how many people were working and learning remotely. Surely, software and hardware 
would be in huge demand for this effort. How about the stay-at-home orders boosting online 
subscription services, and at-home shopping sites? All of these were wonderful opportunities in our 
second area of focus – technology. 

• A very obvious third was to gain healthcare exposure. Not only is a huge amount of money going 
into the search for a vaccine or a treatment, but regulations have been eased. This combination is 
fruitful. 

An additional benefit of buying large U.S. value, technology and healthcare companies is that all of these 
historically perform well during recessionary periods. Companies in these sectors tend to have deep 
reserves and healthy earnings. 

Market Principles Still Apply 

Science and mathematics follow key known principles. The same is true for investing. A number of these 
were on display during the first half of 2020. 

Don’t fight the Fed: Time and again, Fed support has provided the gravitational pull to balance out markets 
and encourage growth. When accommodative Fed policies are in place, investors are wise to take 
advantage—especially when the Fed’s monetary action is swift and met with fiscal policy (CARES Act and 
other stimulus programs) in the same direction. This is not always the case. Sometimes the Fed acts too 
slowly or fiscal policy is counter to Fed actions. In this instance, both monetary and fiscal policies were swift 
and in alignment with one another. We watch these policy changes and ensure your portfolio is prepared 
to take advantage of them.  

Event-driven bear markets are frightening but historically do not last long: Any time bear markets are 
event-driven like this March bear market was, it feels like a roller coaster ride – a scary, steep decline, but 
over before you know it. The bear market we saw in Q1 set records for its speed and the recovery has as 
well. 

Math proves the value of investment discipline: Let’s say you have $100 invested and it loses 20%, 
leaving you with $80. Regaining 20% will not bring you back to $100—it would leave you with $96. If you 
lose 20%, then you need 25% gains to break even! This is a major reason why you must avoid market 
timing, follow a disciplined strategy, and it is important to search for opportunities when they are available. 

Valuations get out of sorts from time to time: After a market bounces up from a bear market, valuations 
tend to look inflated. We are seeing this now. The price-to-earnings ratio of the market ended June at 21.7x, 



Quarterly Commentary 
First Quarter 2020 

 

 

www.HalpernFinancial.com 

Tel 240-268-1000  Fax 240-449-8818 Toll Free 877-268-1200 

 

3

is much higher than average. But remember, over 36% of S&P 500 companies have withdrawn their 
earnings forecasts for 2020. In fact, only 10% have issued earnings guidance! When earnings are so 
unknown, valuations can appear out of focus. Also, be cognizant of the alternatives. A 10-year Treasury 
yielded 0.66% at the end of Q2. Compare this to the forward earnings yield of the S&P 500 at 4% and one 
can see why equities remain attractive. The Fed has also indicated they expect rates to stay low in the 
short-term. 

The stock market is not the economy: The economy looks backwards while equity markets look forward. 
During extreme market cycles, the two often can have periods of crossed eyes. They do tend to align over 
time. Either the economy picks up or the market adjusts down. But immediately before and after event 
driven cycles, they do not match. I also remind people the DJIA is still down nearly 10% mid-year and 
negative almost 13% from its highs in February of this year.  Markets may actually be priced more fairly 
than people feel they are and what various market pundits report. 

We Cannot See the Future…But We Can Still Prepare for It. 

All of these factors allow us to invest with confidence. We cannot see exactly what the cause of future 
volatility will be, but we do know volatility will occur. We design your strategy accordingly and in accord with 
your individual needs.  

In this particular time, be sure not to let your mask cover your eyes! Take a clear look, recognizing that 
uncertainty is normal. Right now, we see the following events as potential causes of volatility to the upside 
or downside: Covid-19 developments, the election, unrest all over our country, tensions with China and 
corporate earnings guidance. Or it could be something completely unforeseen. The market will eventually 
price in and absorb all developments.  

Just because people call this a ‘new normal’, and abandon all of the above market principles, does not 
make it the correct approach. Abraham Lincoln once asked an audience how may legs a dog has if you 
count the tail as a leg. When they answered “five,” Lincoln told them the answer was four. The fact that they 
called the tail a leg did not make it a leg! The details of this particular crisis are different, but it doesn’t 
change how markets function, or how investors should respond to volatility. 

We will get through this period. Hope is alive and well, and we are heartened by news of progress in 
potential treatments and vaccines. Life will return to a more normal state soon, and in addition to the market 
lessons, I hope everyone will remember other lessons learned from this crisis: to be more respectful of 
people, wash their hands, and as a germophobe…I really hope the custom of blowing out candles on a 
birthday cake is now a thing of the past!  

Be safe, be well, and thank you for your trust. We guard this with great respect, always. 
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Investment Commentary with Kirsty Peev, CFP® 
Summary: 

Healthy gains in each month of the quarter, 
combined for phenomenal returns for the 
second quarter of the year.  

After equity markets hit deep lows near the end 
of March, we have seen an incredible recovery 
across global markets. U.S. markets led the way, 
joined by significant gains in developed and 
emerging international markets.   

In fact, during the quarter, the S&P experienced 
the greatest 50-day rally EVER in its history and 
April included one of the best weeks EVER for 
equity markets! Truly a quarter for the history 
books after a very difficult first quarter.  

Healthy gains for ALL bond funds in our client 
portfolios for the quarter. Bond markets 
continue to experience significant gains since a 
low near March end. The portfolio changes 
implemented throughout the quarter, with higher 
allocations to quality and reduced durations, are 
prudent for the long term. 

Oil prices continue to rebound. New OPEC 
deal signed in April and May brought further talks 
of cutting production, which helped the price. This 
had been a key market focus earlier in the year 
as investors worried about an oil price war, but 
this became ‘back seat news’ during the second 
quarter as oil prices stabilized. 

Equities:  

Huge market gains across all equity asset 
classes. In the second quarter, markets regained 
a massive portion of losses from the first quarter. 
Small and mid-caps experienced outsized gains 
as the Paycheck Protection Program (PPP) for 
small businesses took effect.  

Unemployment numbers surprised to the 
upside! Estimates called for job losses in the 
range of 20%. In fact, after unemployment rose to 
14.7% in April, it dropped back to 13.5% in May. 
Remember that pre-pandemic, unemployment 
was at a 50-year low of 3.5%! The numbers are 
still high, but have been trending down over 
recent weeks – markets rose on this encouraging 
trend. In fact, markets absorbed some of the 
earlier challenging economic data since it was 
largely ‘priced in’.  
Markets remain forward-looking. Virus 
numbers have recently been rising, and so are 
equity markets, which may feel a bit 
counterintuitive. Remember, equity markets 
dropped precipitously before the virus numbers 

were significantly bad, and they recovered before 
the virus numbers improved. Investors are 
looking beyond the current day’s environment to 
the future with optimism. Policymakers have put 
forward a firm commitment to fuel the recovery. 
Low rates, benign inflation, and incredible support 
in fiscal and monetary policy provide a very 
strong backdrop for markets. The quantity and 
speed of fiscal and monetary support helped 
investors to see the long-term picture.  

Tech and healthcare led during the pandemic 
drop AND during the recovery – the two areas 
where we use more concentrated funds for 
additional exposure! Technology in particular 
soared as consumers and workers have been at 
home, working and consuming remotely, relying 
heavily on tech products and services.  

Capital markets are open! IPOs and secondary 
offerings are back. They slowed or even stopped 
during the first quarter. This is extremely 
encouraging and necessary!  
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International Equities 

Global markets experienced significant 
recovery after lows. Increased pandemic relief 
measures and a phased economic reopening 
began.  

China less of a concern, but we are still 
monitoring. The concerns about U.S.-China 
relations took a backseat to pandemic concerns, 
but they did not go away. Tensions rose slightly 
at the end of May but there is no indication that 
either country will back away from Phase 1 of the 
Trade Agreement.  

New Trade Agreement. The US-Mexico-Canada 
Agreement (USMCA) went into effect, replacing 
the North American Free Trade Agreement 
(NAFTA). Much of this was just updates to the 25-
year old agreement. Some incentives added 
related to auto manufacturing in North America, 
new benefits for the technology sector, and some 
funding added to address environmental 
problems. This gave comfort to some businesses 
worried about a potential lack of trade deal. 

 

Bonds: 

A very strong quarter for all bond holdings 
within your portfolio. Bonds experienced a dip 
during the first quarter that was magnified by 
investor fear. We have seen renewed confidence 
for bond investors, and corresponding gains in 
bond markets.  
Fed programs provided more confidence. 
Near the end of Q1, the Fed announced 
programs to support bond markets. The 
announcement alone helped bond markets 
bounce back. During Q2, the Federal Reserve 
began to roll out these programs and purchase 
corporate bonds from a large number of 
companies, providing liquidity and support. In 
addition, the Fed held rates steady at historic 
lows throughout the quarter and plan to keep 
rates extremely low for the near future.    

The themes we have been implementing 
throughout the second quarter are prudent.  
• Reducing duration (especially within the 

corporate bond space). There is almost no 
additional reward for taking on additional risk 
by buying longer-duration bond funds. 

• Increased focus on quality. Bond markets 
remain healthy and default rates incredibly 
low, but small companies with a lot of debt will 
be stressed.    

 
We focus on quality municipal bonds. We 
focus on well-funded bonds with diversified 
revenue streams, flexibility to manage 
revenue/expenses, and those less likely to take a 
large hit from the economic effects of the 
pandemic.  
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Expectations and Perceptions for the Future: 

EQUITIES 

Your portfolio is prepared for a wide variety of 
outcomes. This includes being cautiously 
optimistic for the best, and preparing for the 
worst. We maintain various defensive elements 
within your portfolio to provide layers of protection 
in the event of further volatility.  

• Your allocation to equities and bonds. 

• We also include allocations to the lowest 
volatility companies within the class, 
those which have strong cash flow or 
balance sheets, companies who have in-
demand products, or are poised to thrive 
from current or future environments.  

Backward-looking economic data is largely 
irrelevant to future performance. Markets are 
forward-looking, and the stock market is not the 
same as ‘the economy’. For example, the sectors 
most impacted during this year make up a huge 
part of the U.S. economy, but are less vital to the 
stock market.  

Monetary and fiscal stimulus and phased re-
openings are contributing to economic 
recovery. The Fed projects unemployment will 
continue to fall during 2020 and 2021. The Fed is 
committed to jobs market recovery and taking 
steps to ensure banks keep their high levels of 
capitalization. Banks are healthy, and the Fed is 
taking steps to preserve this.  

Mortgage rates at a record low provide a 
boost. Individuals taking advantage of low rates 
to refinance debt and reduce costs. This helps 
with consumer cash flow and frees up funds for 
consumer spending to help the economy recover.     

Volatile, but likely less ‘emotional’ markets 
ahead. This year is likely to be high in volatility – 
both positive and negative. Election years are 
already historically volatile and this is a more 
challenging year than most due to the global 
pandemic. Markets will continue to ebb and flow 
with news of progress and setbacks on a vaccine. 
There are other fundamental factors which are 
influencing markets and reducing the outsized 
impact of other items on market movements.  
Factors we will continue to monitor and adjust 
based on their potential contribution to 
volatility. These factors can provide an 
opportunity for rebalancing and focused 
adjustments: small business recovery, potential 
longer-term impact of lost output, pace of jobs 
recovery, debt level of global governments, 
changes to interest rates/inflation, 
progress/setbacks in a vaccine, consumer 
spending and government stimulus measures. 
There are of course many risks ahead. However, 
on the other side of this pandemic the global 
economy must return to economic growth fueled 
by low rates and stimulative monetary and fiscal 
policies.  
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BONDS 

More stable bond markets expected. The dip in 
bond performance in March was not based on 
fundamentals, but on fear-induced selling. On a 
typical day, the average amount of bonds ‘out for 
bid’ (for sale) is around $778 million. On the 
busiest days in March, there were more than $4 
BILLION up for sale according to Lord Abbett! 
These volumes have normalized.   

The Fed has pledged to do whatever it takes 
to keep bond markets healthy, thus improving 
investor confidence. The Fed has implemented 
various programs, such as cutting rates to zero, 
to keep bond markets moving.  

Inflation is unlikely to be a major issue in the 
short term. We are in a time of high 
unemployment, so there is no wage pressure. If 
inflation does hit, it is unlikely to be significant, 
and the Fed has many tools to handle it.   

The fund companies we include in your 
portfolio are doing their due diligence to 
focus on quality bonds.  

• JP Morgan are running COVID-19 stress 
tests on their bond portfolios. These 
projections forecast what could happen if 
the economy is shut down for varying 
lengths of time, and which municipalities 
have the balance sheet to get through.  

• BlackRock is analyzing municipal bond 
markets into different sectors based on 
how they will be affected by COVID-19 
going forward.  

 
 
 

 

These steps provide additional layers of defense into the portfolios we create for you.   

 

 

 

 

 

 

 

Commentary Disclosure: Please remember that past performance may not be indicative of future results. Different types of 
investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment, 
investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Halpern 
Financial), or any non-investment related content, made reference to directly or indirectly in this Commentary will be profitable, equal 
any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. 
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current 
opinions or positions. Moreover, you should not assume that any discussion or information contained in this Commentary serves as 
the receipt of, or as a substitute for, personalized investment advice from Halpern Financial. Please remember to contact Halpern 
Financial, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of 
reviewing/evaluating/revising our previous recommendations and/or services. Halpern Financial is neither a law firm nor a certified 
public accounting firm and no portion of the Commentary content should be construed as legal or accounting advice. A copy of the 
Halpern Financial’s current written disclosure statement discussing our advisory services and fees continues to remain available upon 
request. 
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