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     The Voice for Reason 

Comments and Views for the Individual Investor 
(August 31, 2020)-  The cover page photo on this month’s edition is dedicated to 
John Lewis, the iconic U.S. Congressman who passed away at age 80 last month 
after 33 years representing his district in the state of Georgia.1  Lewis was born 
into the humble circumstances of a sharecropper family in the southern rural 
state of Alabama the 3rd of 10 children.  As a young university student in the 
1960s he became a protege of the late Civil Rights leader Martin Luther King.  
 
After King’s tragic death in 1968, Lewis was among a group of talented Afro-
American leaders who led the cause of promoting civil rights and racial equality 
across the United States.  Lewis’ most notorious moment in his early adult life 
was leading the civil rights demonstration across the Edmund Pettus Bridge in the 
southern city of Selma, Alabama in March 1965.  On that Sunday, Lewis and his 
fellow civil rights marchers (both Afro-Americans and American whites alike) 
were beaten savagely by local state troupers who were seeking to prevent them 
from marching.  Lewis and his fellow marchers refused to fight back and kept 
their discipline as non-violent protesters.   It is worth noting that King, Lewis, and 
the majority of civil rights activists in the U.S. during that period were motivated 
and inspired by the late Indian leader Mahatma Gandhi who had led the 
emancipation of India from British colonialism in the 1940s.   Lewis was an 
inspiring speaker.  In one of his most remembered quotes extolling the legacy of 
America’s history as a country of immigrants and not forgetting the scourge of 
systemic racism Lewis lamented, “We (Americans) all came to these shores on 
different boats, but we are now all in the same boat.” Lewis’ lasting legacy was the 
use of non-violence to confront wrongdoing and prejudice.   With social unrest 
erupting across the streets of many U.S. cities during the past half year, Lewis’ life 
offers inspiration to those who seek  “to speak truth to power.”  It is often the 
case that the most powerful and effective form of protest is not achieved through 

 
1 Lewis represented the state of Georgia’s 5th Congressional District as a member of the Democratic Party in 
counties in the vicinity of the city of Atlanta.  
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fire and storm, but through the power and moral high ground of sustained non-
violent protest. 
 
The Final Stretch 
We are approaching the final eight weeks before the U.S. election on November 
3rd that will determine who holds the office of President for the next four years. 
The election will also determine which political party will be the ruling party in 
the two houses of the U.S. Congress,  the upper house Senate and the lower 
House of Representatives.  Hundreds of state and local elections will also be held 
across the country.  In quick review of the current situation, Donald Trump is 
trailing badly in national polls (consistently near or by over 10 percentage points 
in the popular vote. More importantly, he trails in six key battleground states 
which will likely determine the final outcome of the all-important electoral vote  
(Michigan, Wisconsin, Pennsylvania, Arizona, Florida, and North Carolina).  Mr. 
Trump won all six of these states in 2016 giving him a narrow election victory 
over Hilary Clinton who actually had gathered almost 3 million more popular 
votes than Trump.  Now in 2020, Trump must win all six of these states again in 
order to have any chance of gaining re-election.  His opponent, former Vice-
President  Joseph Biden of the Obama era, in fact, enjoys an added advantage 
that Hilary Clinton did not have during the 2016 election. Biden was born and 
raised in one of these key six electoral battleground states (Pennsylvania).   
 
The race for the White House aside, the importance of the U.S. Congressional 
elections should not be ignored as under the articles of the  U.S. Constitution 
much responsibility for governance is delegated to the legislative branch of 
government.  In theory, the U.S. government functions via the inter-workings of a 
“separation of powers” between the legislative branch and the two other equally 
powerful wings of government (the executive branch) which is managed by the 
president and his cabinet and the judicial branch which is overseen by the Chief 
Justice of the Supreme Court.   The lower house of the US Congress,  the House 
of Representatives (435 seats),  controls the purse strings of government as they 
propose and approve the national budget each year.  The upper legislative body, 
the U.S. Senate, is also a critical part of the legislative branch as they normally 
approve legislative bills passed in the House and they possess the right to declare 
war as well as approve major cabinet and senior government appointments 
recommended by the President.  At present the Democratic Party controls the 
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House of Representatives by a 232 to 198 margin over President Trump’s  
Republican Party and the Democrats are a sure bet to retain control of the House 
in November.  At present the U.S. Senate,  is narrowly controlled by President 
Trump’s  Republican Party by a 53 to 47 margin.  One third of the US Senate 
seats are being contested this election cycle and polling suggests that the 
Republican party is also in danger of losing control of the Senate.  
 
Meanwhile the month of August for stock investors has been one of the most 
buoyant in over 34 years.   The S & P 500 recorded a stunning 7% increase for 
the month and pushed the year-to-date performance of the index clearly into 
positive territory.  However, this figure can be misleading if taken merely at face 
value.   Dissecting the figures would show that six major stocks mostly in high tech 
areas have accounted for 43% of the success of the market.  These six stocks are  
Amazon, Alphabet, Apple, Facebook, Microsoft, and Netflix.    With just these 
stocks removed from the figures, the overall stock performance of the index 
would have been -4%.2   Just to give more impetus as to how significant the US 
tech sector has become globally in recent years, if we take 2007 market cap of this 
sector, it was equal to approximately 25% of the aggregate cap of the 2007  
European stock indices. Today in 2020 the US tech sector alone has reached a 
market cap of USD 9.1 trillion surpassing the entire aggregate market cap of the 
European, U.K., and Swiss stock indices (USD 8.9 trillion).3 
 
The high financial valuations on the stock market have also been beneficiary of a 
combination of central bank lending and US Congressional efforts via PPP and 
other programs intended to shore up liquidity during the unemployment and 
economic hardship caused by the COVID-19 pandemic.  Through the end of 
August stock indices since April have recovered and made up for the sharp 
correction that occurred in March of this year.  More notably the Nasdaq index is 
up over 30% Year-to-Date.  However, Wall Street is not main street in America.  
The worrisome data emerging from the real economy in the second quarter is 
that corporate profitability has been clearly lacking and the US GDP dropped for 
the first 6 months of the year by 33%.  Except for certain individual star 
performers in certain niche industries, revenue streams have not justified the 

 
2 Data provided by Washington Post dated August 20, 2020 

3 Data provided by Bank Mirabaud (Geneva) August, 2020. 
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across the board price levels that we see on the stock exchange as the month of 
August nears its end. One would be miss-reading the tea leaves to assume that the 
recovery in stock prices represents a deep and broad based recovery in the 
economy. 
 
Given these inflated P/E levels in the stock market we urge investors to maintain 
an air of caution in regard to adding equity exposure.  One would be wise to 
anticipate a correction in the market and higher levels of market volatility.  The 
catalysts of such volatility may very well be exacerbated by growing racial tensions 
and social unrest which has been sporadically occurring across U.S. cities during 
the late summer in numbers not seen since the Vietnam War period of the 
1960s.  Also COVID-19 still rages out of control in the United States and fears 
are that a 2nd or 3rd wave of the virus may occur in Asia and Europe before the 
end of the year.  These factors along with the bitterly divisive campaign rhetoric 
of the looming US presidential election in November will likely induce 
heightened volatility in the US and global financial indices.   
 
During times of great uncertainty investors can best protect their wealth by 
maintaining a diversified portfolio.  Asset prices do not all move in unison.  No 
one asset offers permanent success to the investor year after year.  So do not put 
all your eggs into one basket!   Cash, fixed income, equities, commodities and 
various forms of alternative investment have differing correlations with each 
other.  It is the asset allocation of these asset classes that most determines 
portfolio performance.   
_________________________________________________________ 
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