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“It is surmounting difficulties that makes us heroes.”
- Louis Pasteur

Fiscal stimulus, executive orders,

On the economic front, certain areas are

and a $2 trillion divide

clearly picking up while others are scaling

At the time of this writing, fiscal stimulus
negotiations between Republicans,
White House, and Democrats still have
a $2 trillion chasm to bridge, but given
what is at stake the potential remains
for swift action. And just when it seemed
that President Trump was in a tough
negotiating spot, he signed executive
orders that extended unemployment
benefits and suspended payroll taxes
for those making under $104k/year1.
These measures are clearly inadequate
to remedy the economic difficulties at
hand, but they may serve to put additional
pressure on democratic lawmakers who
called for a resumption of negotiations
shortly after the orders were given.

down as indicated by an uptick in job
cut announcements in July after having
fallen for three straight months (see

Exhibit 1). These layoffs are extending

Executive Summary
A broader fiscal stimulus
package from Congress remains
important to limit downward
momentum in the economy

well beyond the companies most

Europe’s joint fiscal stimulus

obviously affected by the pandemic, and

package and favorable pandemic

include the likes of Nike, John Deere,

mitigation bode well for its

Wells Fargo, AT&T, Walgreen’s, and so

medium-term prospects

on. Additional fiscal stimulus would go a

China faces headline and event risk

long way towards halting the downward
economic momentum as we navigate the
months leading up to potential vaccine

in the run-up to the U.S. elections,
but it is more likely to succeed
in countering Biden’s preferred

milestones. We expect the weight of

coalition-building approach

struggling businesses and millions of

should he win the election

unemployed workers will bend both
parties toward agreement on a broader
stimulus bill. Hopefully with haste.

The first Trump-Biden debate is
schedule for September 29 and
there remains considerable room
for President Trump to close the gap
in the polls – at present, both the
White House and Senate control is

1

The executive orders indicate an additional $400/week in expanded unemployment benefits, $300 of which is to come from federal disaster relief

money with states expected to chip in the remainder. For the payroll tax suspension, only the collection is deferred and it will require subsequent
legislation if those amounts are to be waived.

leaning positive for the democrats
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Exhibit 2 » Latest PMI readings

Exhibit 1 » Monthly job cut announcements
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Better news internationally
There is a ray of hope emanating from both Europe and
China where service-sector Purchasing Manager Index (PMI)
readings are much healthier than those in the U.S. on the
back of improved outbreak conditions (see Exhibits 2 &3).

Exhibit 3 » Percent change in new COVID cases – early April to present
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The European Union also recently surprised to the political
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we maintain our neutral rating on European equities we
see these developments as positive and significant, and
the weak U.S. Dollar (relative to the euro) has further
bolstered European equity returns (in dollar terms). Yes,
Brexit remains, but its importance has diminished and
is more than outweighed by these recent events.
Meanwhile in China, by far the most dominant weight within
emerging market (EM) equity universe, there has been a
sharp rebound in exports and even small and medium size
businesses are bouncing back (see Exhibit 4). Of course
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headline risk remains with the run-up to the U.S. presidential
election, as bi-partisan support for being tough on China
remains high. Near-term disruptions aside, China’s longer-term

Exhibit 4 » China small/medium business confidence index
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a consistent presidential election theme going back to Bill
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strategy by China would prevent Biden’s preferred coalitionbuilding approach from having much success in vis-à-vis China.
And speaking of the election . . .

Exhibit 5 » Prediction markets: Probability of Republican/Democrat
2020 Senate majority

Einstein told us that the rate at which time passes depends on
our frame of reference, but perhaps it has taken a pandemic to
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a real possibility not only of a Biden win but also democratic
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control of the Senate (see Exhibit 5). We believe, however,
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So far, the equity markets – amid unprecedented backing
from fiscal and monetary policy – have managed to focus on
a point in time beyond the pandemic, and seem to be taking
a wait and see approach relative to the political landscape. As
long as “whatever it takes” monetary policy and positive fiscal
thrust continues, the odds of a significant selloff remains low.
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