
 

 

  

Q3 2020 

Finally, the last quarter of 2020 has 

arrived!  And, as if we haven’t had 

enough drama for one year, we 

will end the year with an intense 

presidential election to round 

things out.  There were a lot of 

concerns in late summer that the 

current state of the political 

environment would create 

extraordinary market volatility 

around the election and through 

the end of the year.  The funny 

thing about anticipated volatility 

around a known event is that the 

volatility usually plays itself out 

when the known event becomes 

known, and not from the actual 

event itself. 
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We believe that is just what 

happened in late August and 

September when the markets 

were down almost 3.5%. 

From a market and economic 

perspective, the 3rd quarter of 

2020 was a continuation of the 

2nd quarter.  The global stock 

markets rallied based on 

expectations by investors that the 

governments of the world would 

continue to provide the stimulus 

needed to support the global 

economy while the world awaits 

a vaccine for Covid-19.  Another 

stimulus package from the US 

government is definitely expected 

by the markets. 

 However, this time around 

Congress and the White House 

have not acted as swiftly as the 

Federal Reserve and investors 

(and citizens) would like in 

passing another stimulus 

package.  With the expectation 

of additional stimulus, along 

with stronger than expected 

unemployment numbers and 

better than anticipated corporate 

earnings, there continues to be 

optimism for a solid economic 

recovery as evidenced by the 

strong stock market 

performance.   
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The Federal Reserve has made clear that they plan to maintain, for possibly 

years to come, their current very accommodative stance of low interest 

rates and strong support of the markets through asset purchases.  This is 

about all the Federal Reserve can do to promote economic growth and it is 

now up to Congress and the White House to provide some more fiscal 

stimulus.   

The Equity Markets 

Global equity markets, as measured by the MSCI All Country World Index, 

ended the quarter up 8.25%.  Overall, the US equity markets were up 9.2%, 

international developed markets were up 4.9%, and emerging markets 

were up 9.6% for the quarter.   

Amazingly the overall US markets are up 5.4% for 2020.  However, much 

of that performance is driven by the mega technology stocks that now 

comprise over 20% of the S&P 500.  In fact, within the S&P 500 (and other 

indices) there are many, many stocks that still have negative returns for the 

year, but their performance is being offset by the extreme performance of 

the mega technology stocks.  We would expect that in time there will be a 

reversion to this disparity of performance between the ‘haves and the have-

nots’.  For the year, international and emerging markets are still down -

7.1% and -1.2% respectively.  In the US, small cap stocks underperformed 

large cap stocks and value stocks underperformed growth stocks.  

The Fixed Income Markets 

The Bloomberg Barclays US Aggregate Bond index was up .6% for the 3rd 

quarter and is up 6.8% for the year-to-date.  The municipal bond market 

was up 1.2% for the quarter and is up 3.3% for the year.  With 10yr interest 

rates at around .7%, we would expect that for the next  couple of years 

returns from bond portfolios will be back to low single digits.  
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It is also worth noting that yields on intermediate municipal bonds at 2.4% are significantly 

higher than US treasuries.  This is partially due to credit concerns around a shortfall in tax 

revenue for local and state municipalities due to the Pandemic.  Part of the stimulus debate in 

Washington DC is around this issue and how much the Federal government is willing to do to 

provide support to the municipalities in need. 

Credit spreads, which are the difference between yields on lower quality and higher quality fixed 

income securities, continued to tighten for the quarter, which allowed corporate bonds to 

outperform treasuries.  The high yield bond markets again had a very strong quarter, up 4.6%, 

and now have a positive return of .6% for the year. 

So, what did all of this mean for investors?  All things considered, things could be 

worse.  Depending on the asset allocation, a diversified portfolio returned between 3-6% for the 

quarter. 

Looking Ahead 

Of course we have the elections in front of us as well as the question of the timing of a vaccine 

for Covid-19 and when it will be ready for distribution.  These two events are without a doubt 

‘biggies’.  And, while the winner of the presidential election has significant implications, the 

outcome of the elections for the Senate may be just as important from a policy standpoint. 

The issues in front of us are quite monumental.  We are living through a time that will likely be 

a catalyst for change in so many ways.  From an economic standpoint, entire segments of the 

economy are being swept away and new ones emerging.  Some businesses have and will continue 

to pivot, and some have and will continue to fail.  As challenging as all this is, it is usually change 

and adversity that puts us on the path we were meant to be on.  
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A Registered Investment Advisor, Mosaic Fi is an independent, privately owned 

company.  Mosaic is a fee-only advisor.  Mosaic does not sell any financial products or 

receive any commissions. 

Mosaic Fi  
250 Parkway Drive, Suite 150 
Lincolnshire, Illinois 60069 

Please feel free to contact us at: 
Main: (773) 425-6790 
Email: jenifer@mosaicfi.com 
Visit us at: www.MosaicFi.com 

While this year, 2020, has had its challenges for each and every one of us in varying degrees, 

it has also been a time for reflection and has brought an awareness to our priorities.  For us 

at Mosaic Fi it has been a time to focus on our clients’ needs; to provide them with 

information that may be helpful to their situation; to ensure that we maintain our calm and 

focus on staying true to our foundational investment philosophies; to properly manage 

clients’ assets in a time of chaos; and to provide peace of mind to those struggling with issues 

and are in need of understanding their financial situation.  These have always been our 

intentions and 2020 has reaffirmed for us the importance of these goals and the value they 

provide to our clients.   

As always, we would love to hear from you, so feel free to contact us at any time 

 

 

 

 

 

 

 

 

 

 

 

 


