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The third quarter brought a faster-than-expected economic recovery as the number of new coronavirus cases topped 
out in July and declined in August. While growth stocks continued to post strong gains, a V-shaped rebound in  
consumer spending, construction, housing and industrial production provided a significant lift to beaten-down value 
stocks. Although Congress could not agree on new stimulus programs, the Fed took additional action on the monetary 
side which helped the economy hold up in September. Investors were encouraged by good news on the vaccine front, 
with several promising candidates entering Stage 3 trials. The S&P 500 finished the third quarter with an 8.9% gain, 
for a year-to-date gain of 5.6%. 

The bond markets held up well in the face of stepped-up Treasury issuance, though government bond funds finished 
around breakeven for the three-month period. It was a better story for corporate bonds, with lower-grade issues bene-
fiting most from the combined effect of strong demand from the Fed along with an improving economy. The Bar-
clay’s U.S. Aggregate Bond Index returned 0.6% for the third quarter, finishing with a year-to-date increase of 6.8%. 

Our stock portfolios continued to outperform thanks to our overweighted large-cap growth positions. But as the valua-
tion disparity between growth stocks and value stocks approached Y2K-like extremes, we opted to take some profits 
and boost our exposure to value funds.  In most cases these moves had a neutral-to-positive impact on performance. 
Bond-wise our exposure to corporates allowed conservative accounts to finish ahead of the Barclay’s index for the 

quarter, whereas accounts with high-yield bond exposure ended sub-
stantially ahead of the benchmark. 

CLIENT ACCOUNT PERFORMANCE 
The following information reflects our more popular portfolios. All performance figures are 
based on actual accounts with no contributions or withdrawals and are net returns after all 
fees. Actual client results may differ. Past performance is not a guarantee of future results. 

In the Weber Select portfolio, Select Technology continued its 
strong run as many firms in this group have been able to keep grow-
ing in this year’s stay-at-home economy. Select Consumer Discre-
tionary also did well as consumer spending recovered faster than 
expected. Laggards included Health Care and Financial Services. 
Overall the portfolio finished slightly ahead of the S&P 500 index. 

Weber Select accounts jumped 10.4% for the third quarter, for a 
year-to-date gain of 12.5%. 

Our Diversified Growth portfolio (encompassing a spectrum of moderate-risk portfolios) blends the Weber Select 
Model with other funds. Our growth fund positions continued to move ahead of the S&P 500, with Blue Chip Growth 
continuing its strong run. Large Cap Value Enhanced Index trailed, but narrowed its gap with the S&P 500 as inves-
tors took more interest in beaten down stocks. 

Diversified growth accounts climbed 11.1% in the third quarter, bringing their year-to-date gain to 13.5%. 
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In our Conservative accounts, we modestly trimmed growth stocks in favor of bonds to bring risk back to targeted 
levels. We also did some repositioning of our stock fund holdings in pursuit of a more balanced mix of growth and 
value. On the bond side we maintained our position in short-to-medium maturity corporate bonds.  

Conservative accounts rose 4.3% in the third quarter, for a year-to-date increase of 5.2%. 

Our Income-only portfolio continued to benefit as spreads narrowed in the high-yield bond segment, thanks to both 
the Fed’s actions and an improving outlook for the economy (high-yield bond exposure accounts for roughly half 
of holdings). We maintained about 50% more risk than the Barclay’s Aggregate Index, but we delivered total re-
turns that were several times greater.     

Our Income-only portfolio returned 2.1% for the third quarter, bringing its year-to-date gain to 4.1%. 

The Weber Unique Opportunities portfolio was helped by heavy growth stock emphasis in the third quarter, and 
by trades that established new positions in both beaten-down value stocks and growth-oriented firms that carry a lot 
of debt (which is not a bad place to be with the Fed now making it very easy to borrow). Despite the increase in 
risk that came with these changes, the portfolio held up well in September as a wave of profit-taking weighed down 
growth stocks.     

For the third quarter, the Weber Unique Opportunities portfolio climbed 11.8%, for a year-to-date gain of 17.3%.  

 
As would be expected, many investors remain nervous about the upcoming November election, but despite 
the headlines and the strong feelings on both sides of the political spectrum, the market’s reaction could be 
muted this time around — regardless of the outcome.  

Here’s why. 

Despite what many people think, the future of corporate earnings is not so much in the hands of politicians 
these days; what matters far more is progress on the vaccine front and getting the economy back to full 
strength. Markets tend to rally on the removal of uncertainty, and right now the uncertainty posed by the pan-
demic is much greater than any uncertainty surrounding the election or future tax policy. As such, we contin-
ue to make adjustments to keep our portfolios aligned with their risk targets, but currently we’re not seeing 
any need to adopt a defensive posture. 

As for the economy, we expect somewhat of a holding pattern during the final quarter of the year, but there 
are good reasons to be optimistic for 2021. A global vaccine rollout holds the promise of herd immunity and a 
rebound in travel and leisure activities. Here at home, a follow-up stimulus package still seems likely, but 
even if it doesn’t happen, robust housing sales, continuing construction, and a rebound in industrial produc-
tion may be enough to keep the job market growing.    

The Federal Debt situation is less troubling than it looks. While we may see 110% of GDP next year (on par 
with the end of WWII), the U.S. will not be much higher than Europe, and will remain far below Japan’s 
240%. Because real interest rates are likely to remain below the GDP growth rate for some time to come, our 
debt is likely to be highly serviceable, thanks in part to technology disruption (which puts downward pressure 
on inflation and upward pressure on productivity as it creates abundance out of scarcity). It also helps that 
some 70% of U.S. Federal debt is held domestically.   

While growth stocks are fully valued, there are many opportunities on the “value” side. And because fund  
managers tend to do well at identifying winners and losers in this kind of situation, we think it makes sense to 
continue favoring active funds for our value-oriented positions.  

Our overall portfolio stance still has a slight bias toward growth stocks, but as the economy hits its stride we 
will be looking to move more to the value side of the market. 
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