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Soundings 
What’s New – November 2020 

 

Quote of the month: 

 
“You cannot overestimate the unimportance of practically everything.”, Greg 
McKeown  
 

We are deluged with information. It never stops. The smartphone is probably more 

curse than blessing. Wikipedia defines FOMO, or fear of missing out, as a social 

anxiety stemmed from the belief that others might be having fun while the person 

experiencing the anxiety is not present. It is characterized by a desire to stay continually 

connected with what others are doing. In his book essentialism, Greg McKeown, 

writes about “the disciplined pursuit of less.” It’s about a purposeful pursuit of and 

focus on what is really important and elimination of the rest of the noise. A worthy 

pursuit indeed.  

 

October began with solid gains across all the major U.S. equity indices. But those gains 

were met with increasingly concerning reports of a third wave of COVID-19 outbreaks 

across the U.S., and a resurgence of the virus in Europe. As a result, the S&P 500 

closed lower for the second consecutive month. But, “despite the decline in equity 

prices, the credit market has shown little sign of stress,” RJ Chief Investment Officer 

Larry Adam said, a sign of underlying confidence. As fatigue about COVID-19 and 

the election diminish, we expect to see the market focus more closely on 

fundamentals, which we believe will continue to improve as we move into 2021. 

 

It’s 2020 so why would we have expected the Presidential Election to have gone 

smoothly? In this month’s Market & Economic Commentary, I’ve placed a piece from 

the always-readable Michael Gibbs, RJ Director of Equity Portfolio & Technical 

Strategy who looks at the implications of what will likely be a divided Congress. It’s a 

great read, encouraging, and definitely worth your time. First, the numbers…  
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Market Update – Year to Date Returns 
 

 

Major Indexes          (As of 11/01/20)* 

Dow Jones Industrials           -7.1% 

S&P 500 Index             1.2% 

NASDAQ             21.6% 

DJ Global ex US            -8.5% 

Russell 2000 (small cap index)          -7.8% 

Barclays Capital Aggregate Index (Bonds)         4.3% 

XAU (gold/silver)           31.2% 

              Source: The Wall Street Journal  

D.A.L.I. Signals - 11/01/2020  D.A.L.I. Page  

 

Dom. Equities Fixed Income Cash Currency Commod Int'l Equities 

272 

25.1%  

224 

20.7%  

192 

17.7%  

152 

14.0%  

126 

11.6%  

116 

10.7%  

 

 

 
 

Source: Nasdaq Dorsey Wright 

• Inclusion of these indexes is for illustrative purposes only.  Keep in mind that individuals cannot invest directly in any index, and index performance 

does not include transaction costs or other fees, which will affect investment performance.  Individual investor’s results will vary. The Dow Jones 

Industrial Average (DJIA), commonly known as the “Dow”, is an index representing 30 stocks of companies maintained and reviewed by the editors 

of the Wall Street Journal. The S&P 500 is an unmanaged index of 500 widely held stocks that’s generally considered    representative of the US stock 

market.  The NASDAQ Composite is an unmanaged index of securities traded on the NASDAQ market. The DJ Global ex US is an unmanaged group 

of non-U.S. securities designed to reflect the performance of the global equity securities that have readily available prices. The Russell 2000 index is 

an unmanaged index of small cap which generally involve greater risks. The Philadelphia Gold and Silver Index (XAU) is an index of sixteen precious 

metal mining companies that is traded on the Philadelphia Stock Exchange.    

• The Barclays Capital Aggregate Index measures changes in the fixed rate debt issues rated investment grade or higher by Moody’s Investors Service, 

Standard & Poor’s, or Fitch Investors Service, in that order. The Aggregate Index is comprised of the Government/Corporate, the Mortgage-Backed 

Securities, and the Asset-Backed Securities indices.  

• DALI is a proprietary matrix created by Dorsey Wright & Associates, an independent 3rd party. It presents the relative strength relationship of six broad 

asset classes or “teams”, domestic equities, international equities, commodities, fixed income, cash, and currencies. Each are represented by an equal 

number of ETFs. Each team play against each member of the other teams, with net victories tallied in an effort to rank each asset class team by order 

of overall strength. Raymond James is not affiliated with and does not authorize or sponsor any of the listed websites or their respective sponsors. 

Raymond James is not responsible for the content of any website or the collection or use of information regarding any website’s users and/or members. 

• Information has been obtained from sources considered reliable, but we do not guarantee that the accurate or that it provides a complete description of 

the securities, markets or developments mentioned. It is not a statement of all available data necessary for making an investment decision, and it does 

not constitute a recommendation. Any opinions of Jon Kagan are not necessarily those of RJFS or Raymond James Financial. Expressions of opinion 

are as of this date and are subject to change without notice.  This information is not intended as a solicitation or an offer to buy or sell any security 

referred herein. There is no assurance any of the trends mentioned will continue in the future or that any of the forecasts mentioned will occur. Investing 

involves risk including the possible loss of capital. Past performance may not be indicative of future results. Asset allocation does not guarantee a profit 

nor protect against loss. There is no guarantee that a diversified portfolio will enhance overall returns or outperform a non-diversified portfolio. 

Diversification does not protect against market risk. Links are being provided for information purposes only. International investing involves additional 

risks such as currency fluctuations, differing financial accounting standards, and possible political and economic instability. These risks are greater in 

emerging markets. Companies engaged in business related to a specific sector are subject to fierce competition and their products and services may be 

subject to rapid obsolescence. Raymond James is not affiliated with and does not endorse the opinions or services of any of the organizations mentioned 

in the On a Personal Note page. Information mentioned in the Market & Economic Commentary Page is not intended as a solicitation or offer to buy 

or sell any security referred to herein. 
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Market & Economic Commentary   

 

At the time of this writing, neither President Trump nor VP Biden have yet to secure the 270 electoral votes. The 

race is tight and both candidates have paths to victory. In Congress, Republican candidates outperformed estimates 

and appear very likely to maintain majority in the Senate. And within the House, Democrats are set to maintain 

control (though with a smaller majority than expected). This leaves the highest odds currently for divided Congress, 

regardless of who ultimately wins the Presidency. Additionally, even if the Democrats win the White House and 

Senate, the surprisingly strong performance by the Republicans lessens the likelihood for sweeping progressive 

agenda changes sought by many in the Democratic party. The equity market typically likes less aggressive reform, 

especially those including higher taxes. 

 

In the short term, headlines are likely to remain volatile regarding contested results and this could spill over into 

volatility within the equity markets. However, we view the potential split Congress outcome as a net market positive 

over the long term due to it drastically reducing the potential for higher taxes in the years ahead. This reduces the 

odds of a bear case scenario playing out and also keeps US equities favorable vs the World in our view. Therefore, 

we would view potential market weakness due to a contested outcome as a buying opportunity for the longer term. 

At the sector level, the pro-cyclical trade that had been improving on the hopes of large fiscal stimulus (most likely 

in Dem sweep scenario) will need to see some unwind in the short term. Over the longer term, these more 

economically-sensitive areas will benefit from the reduced prospects of tax increases, but their short-term improving 

relative strength trends are likely to pause. We still believe that fiscal stimulus will come- it is just the timing and size 

that are very uncertain considering the likely contested election outcome and Congressional gridlock. On the flip 

side, the beneficiaries for the short term are likely our favored sectors- Technology, Health Care, Communication 

Services, and Consumer Discretionary. We would remain overweight these areas as they have been operating best 

through the pandemic. The split government is positive for Health Care in particular as it removes the headwind 

around health care legislative changes. 

 

As we have written before, we are not proponents of making dramatic portfolio shifts due to elections alone as 

policies from D.C. are only one factor to influence the equity market. Despite the urge to react to the current 

election, we remain steadfast in this belief. Maintain focus on the more significant issues such as the recent Covid 

surge, the likelihood for stimulus, and the macro and earnings recovery. Currently, we do not feel these items will 

end up being significant market-negative issues; however, until we get a clearer picture, they may cap the market 

rally to a level somewhere near the recent highs (3500’s). We feel likely downside support is in the mid-3200’s. The 

risk/reward looks evenly balanced for the near-term. 

 

Longer-term (12-month+), our base case of 3600 for 2021 provides a healthy total return. We have a bias to think 

there may be upside to the 3600, depending on the Covid/Vaccine progression, macro recovery, and potential for 

a broadening market at the stock and sector level. The most significant risk to these thoughts would be a double-

dip in the economy, which we feel is unlikely in the US.  

 

In sum: The highest odds are for a divided government at the current time. The likelihood of a contested 

Presidential outcome reduces the prospects of additional fiscal aid in the short term. The virus spread also remains 

a wildcard and is currently a market headwind. All of this could lead to market volatility in the coming weeks. 

However, our base case of an improving economy over the next 12 months fueled by monetary stimulus (and 

eventual fiscal stimulus), along with positive news flow on therapeutics and vaccines (probable by year end), remains 

intact. Additionally, the reduced prospects of higher taxes in the years ahead reduces the odds of a bear case scenario 

in our view. All in all, we view the current voting outlook as a net market positive for the longer term.  

 
Michael Gibbs, “Market Implications of the Election - Where Things Currently Stand”, RJ Portfolio Strategy, Nov. 4, 2020 

http://www.jonkagan.com/


Jon Kagan, CFP®, CDFA™, Registered Principal, Collin Kagan, Financial Advisor, Securities Offered Through Raymond James Financial Services, Inc., 
Member FINRA / SIPC Soundside Wealth Advisors is not a registered broker dealer and is independent of Raymond James Financial Services. 

Investment advisory services provided through Raymond James Financial Services Advisors, Inc. 
 

7552 Navarre Parkway, Suite 35, Navarre, FL 32566  
850.936.6686      866.936.8816 Fax    Toll-Free 866.936.6686     

www.jonkagan.com  jon.kagan@raymondjames.com 

On a Personal Note 

 

October featured quite a bit of Army life. Collin’s extra-curricular activities include a chairmanship of the local 

Chamber of Commerce, Military Affairs Committee (MAC). The purpose of MAC is to provide a forum for our 

military and business communities to interact, for the betterment of both. Navarre is a military town. It’s been written 

that 75% of the population is either active-duty, retired, or a veteran of some sort. Collin is none of the above which 

made him the perfect candidate for the Honorary Commander program. The goal of these programs is to take an 

individual with no past personal exposure to the service, and show them what it’s like to be a part of the unit, so that 

they will go forward as an ambassador. Last month, Collin was installed as the honorary commander of the 2
nd

 

Battalion, 7
th 

Special Forces Group (Airborne). 

 

These Green Berets have a storied history of service and sacrifice which we learned all about at Collin’s “change of 

command” ceremony. In 2011, these “Quiet Professionals” relocated from Fort Bragg, NC to their new home 

outside of Crestview, FL, named after Colonel Arthur “Bull” Simons, the legendary leader of the daring night-time 

raid on the Son Tay prison in North Vietnam in 1970. We walked the compound with leaders from the both the 

officer and enlisted corps with the most moving moments being a visit to the walk of memories, a tribute to all of 

the fallen heroes of the unit. We departed camp, prouder than ever to be Americans, with an even greater respect 

for just what that means.  

 

Fast-forward three weeks and four days and we found ourselves at the Horse Soldiers, War Stories, and Whiskey 
event on the back deck of Broussard’s Bayou Grill in Navarre Beach. If you’ve seen the movie Twelve Strong, you 

know of the Horse Soldiers. Just days after the events of 9/11/2001, the 12 members of Special Forces Team 595, 

were selected for a secret mission. In the dead of night, they were inserted by helicopter, deep in the mountains of 

Afghanistan where they paired with a team from the CIA and an Afghan Warlord to make history. On location at 

our event that night was Will Summers, former member of Operational Detachment Alpha (ODA) 595. He humbly 

shared details of the story and we stood transfixed. As for the whiskey, it began on a trip to Yellowstone with a visit 

to a craft vodka distillery. They’d moved on from their days in the Army and were looking to start their next chapter. 

That visit was the spark that led to their first distillery, in 2014, in St. Petersburg, FL, where many had retired. The 

business and their brand has since exploded and they are currently in the process of going big on a new site in 

Somerset, KY with the goal of becoming a part of the fabled KY Whiskey Tour. A fitting location since it wasn’t far 

from there, on the banks of Lake Cumberland, where they had been training 19 years ago, just days before 9/11.      

 

Finally, we spent a special couple of hours at the Tiger Point Country Club a few Sunday’s ago. Golf was not on the 

agenda. It was a memorial service for Jim Pewitt, a local dentist and father of one of Collin’s best friends, who passed 

very suddenly from the extremely rare neurological disease, CJD. I didn’t know Jim well but I know his son, Mac, 

and what a reflection he is on his late-father. It was a wonderful gathering with a massive crowd, even in this time of 

the virus. Person after person got up and told stories about Jim. They painted a picture of a loving husband, solid 

father, loyal friend, and over all above-average human being. I am not short on emotion and had a tough time that 

afternoon. As I said, I didn’t know Jim that well but the randomness of his death really hit me. Jim was a vibrant 

man of 62 who had just recently retired, graduated his youngest daughter from college, and downsized the old family 

home so he and wife Dana could begin their next chapter. That and the personal questioning that if, God forbid, 

my family found themselves hosting a similar event, what sort of stories would they hear? It really hit me. I’ll end 

by going full circle to the quote of the month. It’s a noisy world out there and it’s not going to get any quieter. I 

commit to you all that I will be laser focused on the things that are really important, in my acts, deeds, and guidance.       

 

Warmest regards,  
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