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September 30, 2020 

 

Quarterly Review and Outlook 
 
 

As we enter the final quarter of 2020, things are getting very interesting for investors. Which is not 
to say that the first three quarters of the year have been serene and uncomplicated! The rapidity of 
changes in economic activity and unprecedented swings in global financial markets all related to the 
enormous uncertainties and reactions to the coronavirus pandemic have been, and continue to be, 
the paramount questions facing investment decision makers. The loss of life globally is stunning and 
sobering; yet the heroic and consistent actions by medical and professional care givers have been 
inspirational and meaningful in restraining the impact of the virus. 
 
In the U.S., the initial impact of the virus and the following lockdowns had an immediate effect on all 
sectors of our economic landscape, which led to a coordinated fiscal and monetary response of 
historic proportions. While the magnitude and complexity of such programs had some glitches, the 
joint efforts crossed political party lines, and had the desired effect of stemming the rising tides of 
personal and institutional fears that the situation was uncontrollable. As confidence returned in many 
sectors and large parts of our economy reopened, the inevitable weak spots and oversights were 
revealed, and the political differences have been returning. Whether such stumbling blocks can be 
bridged in the brief time before the looming election to pass further supporting legislation is highly 
problematic, but important areas of potential agreement could be established as a framework for the 
post-election period. 
 
Meanwhile, the Federal Reserve has again endorsed its earlier supportive monetary policies of 
providing  support in terms of historically low interest rates and liquidity for our overall economy for 
an extended period of time and to serve as a financial backstop for significant sectors as needed. In 
addition, the Fed has been unusually vocal in urging Congress to be supportive in tax and fiscal 
programs aimed at areas of potential employment and displacement concerns. 
 
The persistence of the virus is still a major unknown and concern for the entire world. The accelerated 
programs to advance effective screening and tracking protocols and to develop and substantiate 
reliable vaccines on a massive scale now seems probable by mid-2021. If so, the resultant economic 
impacts would be significant and long lived. 
 
In our previous letter, we commented on the treacherous nature of geopolitics and the need for 
perspicacious negotiators. Our relations with China have significant implications for many sectors, 
and these relations have shown little improvement. What began, on the surface, as trade and tariff 
sparring, have grown into more ominous issues of national security moves which are more likely to 
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be intransigent and unstable. It is unclear if or how this impasse will be altered by our upcoming 
presidential and congressional elections.  
 
The other difficult issue which our nation is confronting, and which has seemingly worsened in most 
recent months, is the divisiveness of our citizens. The social costs of intense and destructive urban 
violence have negative effects on communities, businesses, and the honorable intentions and efforts 
of legitimate groups in working to achieve necessary and beneficial changes. We hope that passions 
will cool and wise and caring leadership will emerge and prevail. 
 
So, with the foregoing as the proscenium for the elections, what should our investment approach and 
actions be? Because of the emotional and philosophical divides evident in the polling results, we are 
assuming a very tight race for president and the senate. The probability of a clear outcome on election 
night is in question because of the different state procedures for absentee voting, which is likely to 
be at unprecedented levels. This situation could also result in contested outcomes with meaningful 
impacts. Volatile and choppy securities markets are more probable until clarity is achieved, so we will 
maintain cash positions in all accounts at appropriate levels in line with client objectives and 
sensitivities. 
     
In the sectors of longer-term securities, we believe the Fed's stated monetary and interest rate 
policies have made government, corporate, and tax-exempt bonds uninteresting for new or 
significantly increased investment. Interest rates are likely to remain stubbornly low for two or more 
years, and higher income returns are readily available in the current and future dividends from top 
quality equities.  
 
Our equity investment strategy and tactics have remained steady throughout this year, and we expect 
to continue to follow our principles in the months ahead. We always put the highest importance on 
the balance sheets and free cash flows of our companies to ensure the financial security of their 
operations. Next, we gauge the competitive positioning and strengths of their products, services, and 
applications of new technologies and procedures to solidify their future results. Then, we determine 
the proper diversification of industry exposure and the individual weightings for each client. We 
recognize that clients are unique in their sensitivities and expectations, and we never lose sight of 
their specific objectives. Challenges are ever present in our world, and our ability to recognize and 
adjust to change is always foremost in our minds. Early and correct identification of meaningful 
opportunities can have measurable impact on portfolio results, and we pledge to keep alert and 
analytical. 
 
We benefit from the interactions with our clients, and we invite and encourage your conversations, 
questions, and reviews during these uncertain times. 
 
 
 
Disclosure: 
 
This material provided for informational purposes only and does not constitute investment, legal or accounting advice.  While 
reasonable care has been taken to ensure that the information herein is factually correct, NRS makes no representation or 
guarantee as to its accuracy or completeness.  Certain information has been provided by third-party sources and it has not been 
independently verified and its accuracy/completeness cannot be guaranteed.  


