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COVID-19 Update:
The increase in infections in the latter half of June is under control in both the US and the world.

As a matter of fact the US has actually seen a meaningful decline in the number of new cases while the
number of new cases on a global basis has flattened out. Nonetheless, the attention paid towards the virus is
currently elevated to recent history as public education begins to ramp up. Individual states, universities,
townships, and schools are taking different approaches, but the ultimate outcome of each approach is still
unknown. Regardless of the municipality, politicians will most likely be watching new infections very closely
over the coming month to get a read on whether social distancing and preventative practices are in fact
working. If not, we could see US education shift back to e-learning and largely serve as a body blow to the
economy.
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It seems the general answer to when things can go back to normal (or whatever this new normal may look
like) is dependent on a vaccine. Fortunately, this side of the equation has been nothing, but good news.

Source: The New York Times

Before jumping to the conclusion that two vaccines exist for COVID-19 these vaccines are based off global
drug regulators. Unsurprisingly, the two vaccines approved for limited use are Ad5 and Gam-Covid-Vac Lyo,
developed by China and Russia. These two drugs will receive little credibility given the countries involved,
with the real focus falling on Phase III candidates:






Moderna – Entered Phase III on July 27th in partnership with the National Institute of Health. The
monitoring of patients is expected to be through October 2022, but if results prove promising the
vaccine will be expedited to approval.
BionTech & Pfizer – Entered Phase III on July 27th. The monitoring of patients is expected to last
through October 2022, but management between the two firms announced they would seek
approval as early as October if results warrant.
AstraZeneca & University of Oxford – Joint effort is in different stages around the world. However,
the Phase III trials taking place in Brazil and South Africa if positive, are expected to file for approval
as early as October.

The other 3 vaccines in phase III all originate from China. Thus, while any progress towards a vaccine is a
good thing, it seems incredibly unlikely the world would be willing to inject themselves with a rushed drug
from China.
The next question that follows an approved vaccine is that of production. Moderna is targeting 1 billion,
BionTech & Pfizer are targeting 1.3 billion, and AstraZeneca & Oxford are targeting 2 billion. There are 7.8
billion people on the planet with 328 million in America. The Trump administration made a deal with
BionTech & Pfizer for 600 million and has provided government support to all three of the vaccines
mentioned above. Thus, it seems the production of a given vaccine is enough to cover the developed world,
but could leave less affluent countries out in the cold.
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2020 Election:
A lot can happen between now and November 3rd, but expect the market’s and world’s attention to pay
closer attention to the 2020 elections. Both the Executive and Legislative branches will be up for grabs and
could result in a complete Republican win, Democrat win, or somewhere in between. Before taking a look at
the latest polls it is important to analyze what was estimated and what was reality from the 2016 election.

The top graph displayed the expectation while the bottom highlighted reality. President Trump won the
electoral vote 306 to 232 despite the popular vote being in favor of Hilary Clinton 65.9 million to 63.0 million.
President Trump was able to win the following “blue states”:





Wisconsin – vote difference 22,748 (47.2% vs. 46.5%)
Michigan – vote difference 10,704 (47.5% vs. 47.3%)
Florida – vote difference 112,911 (49.0% vs. 47.8%)
North Carolina – vote difference 173,315 (49.8% vs. 46.2%)
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Pennsylvania - vote difference 44,292 (48.2% vs. 47.5%)

Add in that Hilary Clinton won the state of California by over 4.3 million votes and one can easily see how
President Trump won the Electoral College, but not the popular vote. The question still echoes from 2016,
“how could the polls be so wrong?” Before blaming the polls it makes sense to examine what the polls were
indicating.
Source: 270towin.com

President Trump was expected to win in 3/10 polls with Hilary Clinton taking 7/10. However, all the polls
were largely tracking just inside or outside the margin of error. For someone to takeaway Clinton was a sure
fire win, seems incredibly shortsighted.
Fast forward to the present and it seems the media has not learned their lesson.

President Trump is trailing Joe Biden by 6.9pts, however, to put this in perspective Trump was trailing Clinton
by 3.2pts at this point in 2016. Thus, from a macro perspective this race is far from over and a lot can happen
in 90 days.
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Taking a look at the state picture only muddies the water.






Wisconsin – Biden +6.4pt compared to Clinton being +9.4pt in 2016.
Michigan – Biden +6.3pt compared to Clinton being +6.6pt in 2016.
Florida – Biden +4.0pt compared to Clinton being +2.2pt in 2016.
North Carolina – Biden +2.0pt compared to Clinton being +1.3pt in 2016.
Pennsylvania - Biden +5.7pt compared to Clinton being +8.0pt in 2016.

Not only was Clinton also predicted to win the swing states highlighted above, but was polling by similar or
even a wider margin than Joe Biden at this point. Thus, any headlines that perpetuate Joe Biden running
away with the election are turning a blind eye towards history and most likely luring Democrats into
complacency while inflaming Republicans.
Like the Presidential Election, the race for the Senate is also muddled.

The most recent estimates call for a 47/47 split between Republicans and Democrats with 6 seats up for
grabs. Thus, the Senate seems to be completely up in the air.
The House seems to be the most clear cut, albeit not crystal clear.
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The Republicans not only need to take all 25 seats up for grabs, but pull off 7 upsets in Democratically leaning
seats.
Putting this all together yields the status quo of American politics, there will be little certainty until November
3rd. With that being said, the table below is a snapshot of how the S&P 500 has done over the past 60 years
under varying degrees of political control.
House
1960
1962
1964
1966
1968
1970
1972
1974
1976
1978
1980
1982
1984
1986
1988
1990
1992
1994
1996
1998
2000
2002
2004
2006
2008
2010
2012
2014
2016
2018

Senate

President Annualized Return
N/A
7.64%
20.15%
0.59%
16.76%
-2.43%
16.65%
-20.75%
30.36%
-0.53%
25.25%
7.50%
14.10%
25.02%
10.78%
12.90%
18.44%
5.61%
29.95%
30.93%
4.90%
-17.11%
19.41%
10.24%
-18.38%
20.62%
8.82%
22.67%
6.53%
7.91%

Democratic Control
Democratic Majority
Republican Control
Republican Majority

Avg. Return
8.32%
9.86%
2.94%
16.54%

This table should be taken lightly as many political scientists would argue that passed legislation takes more
than 2 years to play out. Thus, one party inherits the good and the bad of the previous party mixed with
active legislation. Nonetheless, the good news is a Republican controlled government which leads to the
lowest historical return seems to be the least likely outcome given polling data.
CARES Act 2.0:
On Saturday President Trump signed 1 executive order and 3 memorandums that include the following:





Executive Order – Fannie Mae and Freddie Mac will nor foreclose or evict any single-family homes
through at least August 31st.
Memorandum Secretary of Education – Sallie Mae student loans payments will be deferred
indefinitely and temporarily carry an interest rate of 0%.
Memorandum Secretary of Treasury – Payroll tax will be deferred for all employees who on a biweekly basis make less than $4,000 in pre-tax income indefinitely.
Memorandum Secretary of Labor – Any state can apply for $300/week for unemployment. However,
the state must contribute $100/week to be eligible for the $300. This incremental benefit will end
on December 6th.

Before politicians begin pointing fingers at one another, let alone how these action will actually be executed
they must pass the courts. There is no direct definition on executive orders and memorandums nor specific
provision to their authorization. Nonetheless, they have the effect of law and as the President these orders
and memorandums must be executed. Executive Orders can only be overturned by one of three ways:
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Congress – A bill may be pass that effectively blocks an Executive Order. However, the President can
simply veto the bill, at which point it would require 2/3s of both the House and Senate to overturn
the veto.
Supreme Court – All Executive Orders are reviewed by the Supreme Court to ensure they meet the
“Constitutional Standard.” If not, the order is revoked.
President – Any President can revoke an existing Executive Order.

It seems very unlikely Republicans will vote against the President. In addition, the Supreme Court is the
slowest mover of the bunch. Thus, the Executive Order and Memorandums signed by the President are most
likely here to stay in the short run, which is the time they are meant to serve. While the merits of moral
hazard and zombie consumers are in an issue the orders will keep people in their homes, lower taxes, and
provide ongoing support to the unemployed. This ultimately serves as an injection of short term stability for
an economy that is 70% reliant upon a shaky consumer.
If you have any questions, please do not hesitate to ask.
Respectfully
Kenny Blickenstaff, CFA
CEO, Titan Investment Mgmt. LLC
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Disclosures:
Titan Investment Management LLC is a registered investment adviser. Information presented is for educational
purposes only and does not intend to make an offer or solicitation for the sale or purchase of any specific
securities, investments, or investment strategies. Investments involve risk and unless otherwise stated, are not
guaranteed. Be sure to first consult with a qualified financial adviser and/or tax professional before implementing
any strategy discussed herein. Past performance is not indicative of future performance.
Titan Investment Management LLC may discuss and display, charts, graphs, formulas which are not intended
to be used by themselves to determine which securities to buy or sell, or when to buy or sell them. Such charts
and graphs offer limited information and should not be used on their own to make investment decisions.
Backtested Performance Disclosure Statement
Backtested performance is NOT an indicator of future actual results. There are limitations inherent in hypothetical
results particularly that the performance results do not represent the results of actual trading using client assets,
but were achieved by means of retroactive application of a backtested model that was designed with the benefit of
hindsight. The results reflect performance of a strategy not historically offered to investors and do NOT represent
returns that any investor actually attained. Backtested results are calculated by the retroactive application of a
model constructed on the basis of historical data and based on assumptions integral to the model which may or
may not be testable and are subject to losses.
Backtested performance is developed with the benefit of hindsight and has inherent limitations.
Specifically, backtested results do not reflect actual trading, or the effect of material economic and market factors
on the decision making process, or the skill of the adviser. Since trades have not actually been executed, results
may have under- or over-compensated for the impact, if any, of certain market factors, such as lack of liquidity,
and may not reflect the impact that certain economic or market factors may have had on the decision-making
process. Further, backtesting allows the security selection methodology to be adjusted until past returns are
maximized. Actual performance may differ significantly from backtested performance.
Model portfolio performance is not shown net of the model advisory fee of 1.00% the average fee charged by Titan
Investment Management LLC, and gross of trading costs based on our Custodian TD Ameritrade. Performance does
not reflect the deduction of other fees or expenses, including but not limited to brokerage fees, custodial fees and
fees and expenses charged by mutual funds and other investment companies. Performance results shown include
the reinvestment of dividends and interest on cash balances where applicable. The data used to calculate the
model performance was obtained from sources deemed reliable and then organized and presented by Titan
Investment Management LLC.

