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 SURFING THE WAVES OF FISCAL STIMULUS 
Can the U.S. economy continue its rebound even as the Covid-19 virus continues 
to disrupt? The market action over the last few months seems to be betting on 
the belief of a quick and full recovery. 
 
The paralyzing viral outbreak that has swept the planet, costing trillions in output and 
gumming up the wheels of the global economy has also created a confluence of events 
so unlike any other we have experienced in our lifetimes. The market has concluded 
that the economy will come around, be it this quarter or next, or even the following year.  
In the meantime, the market is surfing the waves of fiscal stimulus. There will likely be 
another wave of the stimulus going into elections, particularly if a second wave of viral 
infections hit in the fall. A pre-election stimulus plan could extend the runway further 
giving more time to the economy to eventually stage a rebound. 

Three trillion dollars in stimulus and the Federal Reserve's backstopping of the credit 
markets have muted the fears of mushrooming personal and corporate bankruptcies 
and economic devastation for now. The high government debt levels incurred is not a 
concern for the market. In fact, the pandemic may have created a template to shrink 
future recessions. Just throw trillion-dollar stimulus packages at economic problems to 
rekindle growth and the market will respond favorably. Time will tell how this works out.   

The recession and the market decline did correct a major technical concern for 
the stock market. The longest cyclical bull market has ended, and a new bull 
market has been born.  
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Data Source:  covid.cdc.gov 

Recent declines in Covid-19 cases and deaths bodes well for further recovery 

US Deaths are well below their peak spring levels but was still averaging around 1,000 
per day in August. While the daily rate of increases has slowed, the virus has shown no 
signs of disappearing in the US and the fall virus season is fast approaching. Amidst all 
the stimulus, it is easy to see that the recovery path is encouraging but remains 
uncertain. It is likely the virus will impact our spending, saving habits, psychology, 
relationships, and our way of life for some time. 

The worst will probably occur if the ebbing doses of stimulus expire before a strong and 
durable economic rebound can get underway. This possibility can happen later this 
year. However, attempting to forecast the path of the economy is nothing but guesswork 
at this point. Who knows what unique “emergency measures” may be employed next?   

During an August earnings call, JPMorgan Chairman & CEO Jamie Dimon noted:       
"In a normal recession unemployment goes up, delinquencies go up, charge-offs go up, 
home prices go down; none of that’s true here...savings are up, incomes are up, home 
prices are up. So you will see the effect of this recession...you’re going to have a much 
murkier economic environment going forward than you had in May and June.”  
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The Coronavirus Update 

Until a vaccine or cure is developed, the COVID-19 inflicted economic pain will 
continue. The market outlook can brighten immensely when targeted Covid-19 
treatments are announced, and successful vaccine outcomes occur.  

Vaccines are the eventual and ultimate defense. It is hoped they will be broadly 
available in the second half of 2021. In the meantime, for the world starved of good 
news on COVID-19, anti-viral treatments are the quickest fix. 

Anti-viral treatments that can help patients recover and survive will have a direct impact 
on the daily death tolls, which, in turn, will boost public confidence. This is an incredible 
undertaking for the global biopharma industry to focus on coronavirus, unleashing 
significant scientific and financial resources, and rapidly moving in cooperation with 
regulatory agencies to find a cure.  

 
1Active Pre-INDs. Excludes vaccines. 
2Safe to proceed INDs. Excludes vaccines. 
 
The CTAP dashboard (above) provides a snapshot of development of potential COVID-19 
therapeutics as of August 24, 2020. 

FDA has created a special emergency program for possible coronavirus therapies 
known as the Coronavirus Treatment Acceleration Program (CTAP). The program uses 
every available method to move new treatments to patients as quickly as possible, while 
at the same time finding out whether they are helpful or harmful.  
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Traditional timelines have been compressed where they can be, which will result in 
faster clinical trials than are typical of the process. The industry and the FDA are on a 
pandemic timeline where perfection is not achievable and good enough will have to do 
for now. Given the urgent nature of the pandemic and the number of companies and 
researchers developing COVID-19 related therapies, the numbers may change 
frequently. FDA will update these numbers monthly.  

 

1 Corresponds to number of safe to proceed INDs. Excludes INDs related to vaccines 
2 For additional information, please see Cellular & Gene Therapy Products 
3 Includes INDs with more than one product 
 
The categories in this bar chart span a number of categories. 

Antiviral drugs keep viruses from multiplying and are used to treat many viral infections (such as 
HIV, Herpes, Hepatitis C, and influenza).   

Immunomodulators are aimed at tamping down the body’s own immune reaction to the virus, in 
cases where the body’s reaction basically goes overboard and starts attacking the patient’s own 
organs. 

Neutralizing antibody therapies may help individuals fight the virus and include manufactured 
antibodies, animal-sourced antibody therapies, and blood-derived products such as convalescent 
plasma and hyperimmune globulin, which contain antibodies taken from people who have previously 
had COVID-19. 

Cell therapy products include cellular immunotherapies and other types of both autologous and 
allogeneic cells, such as stem cells, and related products. 

Gene therapy products seek to modify or manipulate the expression of a gene or to alter the 
biological properties of living cells for therapeutic use. 

The diversity of therapeutic approaches being investigated is important because it rapidly expands 
our understanding of the effect of different categories of potential treatments. 
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1 Early stage = phase 0, 1, and 1/2; Late stage = phase 2, 2/3, 3, 4. 
 
Ongoing trials fall into two categories: early stage and late stage. 

Early stage trials test safety and sometimes dosing. They rarely provide sufficient evidence to 
support Emergency Use Authorization or approval. 

Late stage trials assess safety and establish whether the treatment is effective. They may generate 
sufficient evidence to support the statutory standards for Emergency Use Authorization or approval. 

For additional information regarding the different phases of clinical trials, please visit: What Are the 
Different Types of Clinical Research? 

Situation Summary. Until a vaccine or cure is developed, the COVID-19 inflicted 
economic pain will continue. It is likely the virus will impact our spending, saving habits, 
psychology, relationships, and our way of life for some time. It is uncertain how the 
situation will evolve and hence the near-term reading of the economy is bearish. All the 
nice upticks in consumer spending may soon be ending.  

We've been cautious throughout this artificially induced rally fed by enormous Fed 
stimulus. We see an evident disconnect between the real economy and the stock 
market. Furthermore, we do not believe that the economy will return to "normal" any 
time soon.  

At ProActive Capital Management, we remain completely open to any eventuality that 
the market brings, and we are confident that our indicators will help us to respond 
appropriately to changing market conditions as they develop.   
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An Important Date 

In last Friday's Barron's, Jason Zweig penned a birthday salute to Warren Buffett, 
whose 90th birthday was Sunday, August 30th. Let us join Jason in saluting a man who 
has made such a difference in so many ways. Buffett is not just an investor, he is also a 
great writer and teacher. His Shareholder Letters, Partner Letters, and occasional OP-
EDs demonstrate the principle that clear thinking makes for great writing. 

He is a teacher who is exceptionally good at breaking a problem down into a few simple 
principles. As a philanthropist and advocate for generosity, he has encouraged all of us 
to have gratitude for good fortune and empathy for those less fortunate. Very few 
teachers have set so many students on the right path. 

 

DISCLOSURE:  

ProActive Capital Management, Inc. (PCM”) is registered with the Kansas Securities 
Commission. Such registration does not imply a certain level of skill or training.  

The information or position herein may change from time to time without notice, and PCM has 
no obligation to update this material. The information herein has been provided for illustrative 
and informational purposes only and is not intended to serve as investment advice or as a 
recommendation for the purchase or sale of any security. The information herein is not specific 
to any individual's personal circumstances.  

PCM does not provide tax or legal advice. To the extent that any material herein concerns tax or 
legal matters, such information is not intended to be solely relied upon nor used for the purpose 
of making tax and/or legal decisions without first seeking independent advice from a tax and/or 
legal professional.  

All investments involve risk, including loss of principal invested. Past performance does not 
guarantee future performance. This commentary is prepared only for clients whose accounts 
are managed by our tactical management team at PCM. No strategy can guarantee a profit.  All 
investment strategies involve risk, including the risk of principal loss.   

This commentary is designed to enhance our lines of communication and to provide you with 
timely, interesting, and thought-provoking information.  You are invited and encouraged to 
respond with any questions or concerns you may have about your investments or just to keep 
us informed if your goals and objectives change.   

 


