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Executive Summary: 

 National polls indicate a growing trend in favor of Biden with his lead hitting a 3 month high at 

9.0pts.  However, when looking at state level polling, especially battleground states the result is not 

nearly as clear. 

 

 The Senate could up end being the closest race of the election as both parties are projected to win 

48 seats, leaving 4 up for grabs.  The House is currently the cleanest cut with the majority of 

indications leaning towards a Democratically controlled House. 

 

 Given the fighting around mail in ballots, there is a chance neither candidate receives 270 electoral 

votes.  If this scenario comes to fruition, the 12th Amendment kicks in and could very well create a 

scenario of President Trump getting reelected, but Joe Biden being names the Vice President. 

 

 Regardless of who wins the election, history highlights a robust environment for the market as long 

as a recession is not taking place.  History in conjunction with fundamental analysis will serve as a 

means to be tactical and take advantage of mispricing. 

 

 COVID-19 infections have largely leveled out around the US despite children and young adults 

returning to school.  In addition, the number of deaths relative to infection and population continues 

to fall. 

 

 COVID-19 infections are rising in certain parts of the world.  This has especially been the case in 

Europe as well as the Middle East.  All parties have noted this to be a function of more testing, but 

demands attention going forward. 

 

 The global stock market is up 1.7% YTD despite COVID-19.  October is set to be a fairly volatile month 

given the election, but the US stock market still trades at a slightly cheaper level than the rest of the 

world.  Add in the recent COVID-19 news and the US picture only improves relative to peers. 

 

 Consumer purchases are nearly back to pre COVID-19 levels.  However, these purchases are shifting 

from travel and restaurants to online retail and home improvement.  As long as the virus remains 

this shift will be ongoing and act as a tailwind for the latter sectors. 

 

 The fixed income market offers little upside as interest rates continue to fall.  In addition, corporate 

bond spreads are near historic lows despite the fundamentals of the fixed income universe 

deteriorating.  This ultimately serves as another reason to pursue equities. 
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2020 Election: 

With one month left before the election, not a lot had changed over the past 2 months prior to President 

Trump being diagnosed with COVID-19.  However, over the past week Biden has seen lead on a national level 

increase to 9.0pt.  In addition, Hilary Clinton was favored by 3.2pt at this point in the 2016 election.  Thus, the 

national polls are painting a dire outlook for President Trump.    

 

While national polls had been fairly stable over the past 2 months, battleground states continue to be fairly 

opaque.  In addition, the majority of battleground states still fall in the poll’s margin of error indicating little 

statistical evidence of who in fact will win that battleground state.   

State (Electoral Votes) Today 2 Months Ago 

North Carolina (15) Biden +1.5pt Biden +4.5pt 

Iowa (6) Biden +0.5pt Trump +2.0pt 

Florida (29) Biden +3.5pt Biden +6.5pt 

Georgia (16) Biden +0.3pt Trump +2.0pt 

Ohio (18) Biden +1.2pt Biden +2.5pt 

Texas (38) Trump +3.2pt Trump 0.2pt 

Arizona (11) Biden +3.4pt Biden +3.7pt 

Pennsylvania (20) Biden +6.5pt Biden +4.7pt 

Michigan (16) Biden +5.8pt Biden +7.8pt 
These battleground states make up 169 electoral votes and given 270 votes are needed to win the executive 

office, they are paramount to winning the national election.  State polls are all over the place with Biden 

losing ground in North Carolina, Florida, Ohio, Texas, and Michigan while President Trump is losing ground in 

Iowa, Georgia, and Pennsylvania.  Ironically, President Trump being diagnosed with COVID-19 could be a 
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blessing in disguise as Americans in general have tended to sympathize with the President when the 

executive office is undergoing health threats.  Albeit, the historical health risk of the office is that of 

assassination and not a virus.  Nonetheless, President Trump recently returning to the White House could 

affect recent polling as some may have favored Biden in the event of President Trump’s death. 

Like the Presidential Election, the race for the Senate is also unclear.     

 

The most recent estimates call for a 48/48 split between Republicans and Democrats with 4 seats up for 

grabs.     

The House seems to be the clearest cut, albeit not crystal clear.   

 

The Republicans not only need to take all 26 seats up for grabs, but pull off 8 upsets in Democratically leaning 

seats.    
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Putting this all together yields the status quo of American politics, whereby little certainty will be established 

prior to November 3rd.  Unfortunately the political fighting on mail in ballots are only going to compound the 

confusion and may lead to no known winner that evening. 

 

There seems to be a growing chance that states will delay certifying election results until mid-December.  If 

no winner can reach the 270 electoral votes, the 12th Amendment kicks in.  The 12th Amendment carries out 

the so-called “contingent election.”   

In a contingent election, the House of Representatives must vote from the top three people who received 

electoral votes.  Each state gets one vote and any person receiving 26 votes is names the President.  The 

Senate must vote from the top two people who received electoral votes.  Each Senator gets a vote, and any 

person receiving 51 votes is names the Vice President.   

This contingent election is carried out by what will be the new 2020 Congress.  Even if the status quo is 

maintained and the Democrats keep the House, votes being funneled down to a per state level dilutes the 

voting power of states like California and New York relative to Montana.  In other words, it is very possible 

that President Trump could receive 26 votes from a Democratically controlled House in a contingent election.   

This is hypothetical, but outlines a fairly reasonable scenario where the 2020 election not only drags out, but 

could end up with the election of President Trump and Vice President Joe Biden despite President Trump 

losing the popular vote and not receiving 270 electoral votes. 

Shifting to more practical matters is the historic market trend leading up to an election. 

Election Year S&P 500 October S&P 500 November - December 

2016 -1.82% 5.75% 

2012 -1.85% 1.49% 

2008 -16.80% -6.19% 

2004 1.53% 7.58% 

2000 -0.42% -7.43% 

1996 2.76% 5.42% 

1992 0.35% 4.67% 

1988 2.78% 0.29% 

1984 0.39% 1.49% 

1980 2.02% 7.31% 
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Prior to the election there is little in terms of historical action to take anything away from a market 

perspective.  The election year of 2008 was bad all around and not a function of President Obama being 

elected, but a housing crisis the US had not witnessed since the Great Depression.  However, there is a 

positive trend post-election regardless of which party wins the executive office.  Outside of 2008 and 2000 

with each seeing its own recession, the trend is fairly robust from November to December. 

Given all the information available, it makes sense to sit back for the moment and let the election results or 

lack thereof roll in.  However, as the election nears history serves as evidence that it is a good time to enter 

the market as long as a recession is not taking place.  Titan Investments will look to be tactical these final few 

months of the year to take advantage of this historical trend as well as perceived mispricing in the market. 

COVID-19 Update: 

The number of daily new cases in the US has largely flattened out over the past month.  This comes despite 

public schools and universities around the US resuming classes.  This is a very welcome sign for society and 

the economy at large as many expected an uptick in new cases brought on by individuals gathering at 

schools.   

The news only turns more positive when looking at deaths in the US.  Any death is obviously a bad thing, but 

the number of deaths per population and per infection continue to decline.  Community awareness, hospital 

preparedness, and treatments seem to be contributing towards this decline.          

 

 

Source: Worldometer 

Source: Worldometer 



  Titan Investment Management LLC 
  Kenny Blickenstaff, CFA 

6 

When examining who is exactly getting infected the news only gets better from May through August.  Despite 

people slowly returning to work and kids returning to school infections among all groups below the age of 29 

are down compared to July.  Ironically, the strict rules enforced by schools and universities at this point have 

cut back on infections compared to this same cohort being left to their own vices outside of school campuses.    

 

Obviously there is only one month of data available to analyze, but the early signs are positive for the US.  

Despite the good news around the virus taking place in the US, other developed countries are seeing 

infections rise.  Russia, Argentina, France, UK, Spain, Italy, Iran, Iraq, and Germany are seeing an uptick in 

new cases.  Many of these countries have been quick to point out this is a function of increased testing as a 

corresponding increase in deaths has not taken place.  Regardless, this trend needs to be watched carefully 

as any economic shutdown in any part of the world can have a ripple effect on the global economy.   

The vaccine trajectory continues to move in the right direction with 44 vaccines in clinical trials.  The 

partnership between BioNTech and Pfizer seems to be leading the pack with management stating that they 

will know whether the vaccine works by the end of October.  Other vaccines from Moderna, Johnson & 

Johnson, AstraZeneca, and Novavax are all in stage 3 trials with results expected between now and the end of 

the year. 

US infections have flattened out while deaths continue to fall.  While a decreasing infection rate would be 

ideal, a flat infection rate despite children and young adults returning to classes provides reason to be 

optimistic.  However, the pockets of infection popping up in Europe and other developed parts of the world 

provide a reminder the virus is still a relevant economic factor.  Until a vaccine is discovered a trend of rising 

and falling infections is here to stay and serve as a positive catalyst for technology and consumer staples. 

Source: Center for Diseases Control 
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Equity Market: 

 

 

August and September was the market’s version of saying, “the market giveth, and the market taketh away.”  

The S&P 500 was up 7.19% in August, but fell 7.40% by late September.  Despite the back and forth over the 

past 60 days, the multiple remains historically high.  October in an election year tends to be +/-2% via the 

S&P 500.  This lack of movement can most likely be attributed to the resulting election and market’s seeking 

transparency on a new Cabinet or updated vision from the incumbent.  As previously stated, it seems that Joe 

Biden holds a comfortable lead at the national level, but key battleground states remain up in the air.  This is 

leading to a tight election that will most likely see controversy emit from mail in ballets as well as voter 

reconciliation.     

Despite the contentious nature of the election, both candidates are putting forth policy that has pros and 

cons to the US stock market: 

 President Trump is calling for lower taxes and deregulation, but also seeks to end the US reliance on 

China for trade. 

 Joe Biden is calling for higher taxes and regulation, but seeks to return to a united front with the 

world to combat Chinese policies.   

Obviously, either policy will require Congressional support of which neither candidate may get.  However, the 

point remains that October will most likely see some volatility in the face of a contentious election as well as 

what the country is projected to look like post-election.   

SPX Index P/E RATIO P/CF RATIO P/B Ratio Div. Yield Earn. Yield

+1 Std. Dev 20.61 14.15 3.68 2.43 6.19

Average 17.32 11.31 2.97 1.97 5.24

-1 Std. Dev 14.03 8.46 2.25 1.51 4.29

Z Value 2.50 0.90 1.12 -0.39 -1.48

Percentile 0.62% 18.41% 13.14% 65.17% 93.06%

10.0x

12.0x

14.0x

16.0x

18.0x

20.0x

22.0x

24.0x

26.0x

28.0x S&P 500 P/E Ratio

Lower Ratio = historically 
undervalued equity market

Higher Ratio = historically 
overvalued equity market

Description Latest Historic Avg. Over/(Under) Value (%)
Spot P/E 25.6x 17.3x 47.8% 
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The global stock market is up 1.69% YTD despite COVID-19.  Like the US, the rest of the world is trading at a 

historically high multiple.  However, the US has a slight edge to the rest of the world when comparing these 

historical multiples.  Add in the US continues to reopen while other parts of the world seem to be hitting 

pause provides even more evidence that the US equity market exhibits value over the rest of the global stock 

market.     

 

8.0x

10.0x

12.0x

14.0x

16.0x

18.0x

20.0x

22.0x

Mar-05 Mar-06 Mar-07 Mar-08 Mar-09 Mar-10 Mar-11 Mar-12 Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18 Mar-19 Mar-20

ACWI ex-US P/E Ratio

Lower Ratio = historically 
undervalued equity market

Higher Ratio = historically 
overvalued equity market

Description Latest Historic Avg. Over/(Under) Value (%)
Spot P/E 19.9x 13.7x 45.2%
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Description Latest Historic Avg.
Earnings Yield          -0.4%               -0.5%
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Peeling back a layer of the market’s performance highlights that the difference between the have’s and have 

not’s has widened.  This is especially the case for Technology.     

 

The top 5 and 10 largest US firms based on market cap now make up the highest percentage of the S&P 500 

going back 30 years.  This is largely attributed to technology based firms like AMZN and AAPL benefitting 

from a COVID world that is more reliant on technology to work, buy groceries, and communicate with family.  

However, this appreciation is not without fundamental cause as earnings emitting from Technology are at a 

30 year high.  This is an important difference to note from the past as the dot.com bubble was defined by 

technology shares rising without a proportional increase in earnings.   

Before concluding the US is the least expensive market and US Technology’s appreciation has been justified, 

the strength of the US consumer must be gauged.   
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Consumer purchases have largely returned to pre COVID-19 levels indicating strength in the overall 

consumer.  However, what these purchases are being put towards has dramatically changed given the 

continued weakness in hotels, travel, restaurants, and airlines.  Little evidence is available on the shift in 

purchasing habits, but online retail, home improvement, technology, and groceries are all reporting positive 

growth.  Thus, the continued trend of sheltering in more than pre COVID-19 is acting as an ongoing tailwind 

for the latter sectors with no end in sight.   

 

The employment picture continues to improve, albeit at a decelerated rate.  Non-Farm Payrolls came in at 

661K, the lowest since the outbreak of COVID-19.  However, the unemployment rate fell to 7.9%.  This 

decrease in the unemployment rate unfortunately came from a lower participation rate of 61.4%.  Prior to 

COVID-19, the participation rate tended to hang around 63% and the resulting difference as of month end 

seems to be indicative of a worker not rejoining the workforce for some reason-possibly COVID-19.  Overall,  

US employment continues to improve, but a vaccine could help improve the participation rate and the overall 

employment picture.  An increasing participation rate along with decreasing unemployment rate is the ideal 

environment for the US economy as more people are not only looking for work, but finding work as well. 
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Outside of employment, all other areas of the economy have largely returned to their pre COVID-19 levels.  

This is especially the case for US Housing as new home and existing homes sales are at an all-time high.  This 

is most likely being motivated by younger coupled/professionals fleeing major metropolitan areas for the 

suburbs of their respective cities.  An ancillary benefit of this trend also seem to be found in motor vehicle 

sales.  Most thought vehicle sales would take a prolonged step back from COVID-19, given the trend in 

remote offices, social distancing, etc.  However, it seems this same cohort who has bought a new house is 

also having to purchase a vehicle to get them from place to place as mass transit is no longer close to home.   

In conclusion, the US equity market remains elevated compared to history.  However, adjusting for earnings 

in a post COVID-19 world plus the US exhibiting value relative to International markets provides a strong 

outlook.  The month of October will be all about the election and most likely see bouts of volatility as votes 

are counted and the winner is determined.   
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Fixed Income Market 

The fixed income market has only continued what it has done for the past 40 years and that is lower and 

lower interest rates.   

 

Fortunately the shape of the yield curve remains normal (ala long term rates are greater than short term 

rates).  This curve provides banks the ability to make a net interest margin on the loans issued and deposits 

collected.   

 

Source: Bloomberg 
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The run up in equities in August, but resulting price decline so far in September has ultimately put bonds and 

stocks from a yield perspective on the same level.  However, the equity market still has the draw of 

“potential returns” while bond securities are largely fixed rate securities.  Thus, equities will most likely 

receive a benefit from the sentiment that revolves around locking in a 0.70% annual return for 10 years or 

the possibility of much more over the same time frame. 

Likewise, corporate bonds offer little in terms of yield, especially when considering the fundamentals of the 

universe.     

 

The biggest issue in the credit market is that of BBB (lowest rated investment grade) exposure in investment 

grade indices.  40% of the US Aggregate is composed of 40% BBB debt.  This sets the stage for a negative 

catalyst that could take effect if just some of these BBB names are downgraded.  It would force investment 

grade mutual funds to sell the bond and further exacerbate an already growing headwind.  Despite this risk, 

BBB debt is trading at a historically low spread over the past 20 years.      
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Not only are spreads tight at a time with a high amount of BBB debt, but also debt in general on the rise.   

 

The CARES Act explains the recent spike in government borrowing, but now US Corporates are increasing 

debt loads.  Thus, simply loading up on investment grade debt is incredibly short sighted when considering 

the amount of BBB debt, increasing aggregate debt, and lack of spread.   

On final characteristic of the fixed income market is that of increasing duration.  Historically low interest rates 

have not only motivated corporations to borrow more, but do so with a longer maturity date.  This longer 

maturity date is ultimately pushing up duration on all fixed income indices and increasing interest rate risk for 

investors.  This can best be surmised with an example: 

 

 

 

 

 

 

Packing all this information into a thesis yields a fixed income market that offers little value relative to it’s 

equity counterpart.  This is especially the case for investor’s who have a time horizon beyond 3 years.  The 

sheer amount of debt being issued in conjunction with the lack of yield paints a weak outlook for the bond 

market.   

If you have any questions, please do not hesitate to ask.   

Respectfully 

Kenny Blickenstaff, CFA 

CEO, Titan Investment Mgmt. LLC 

Consider a 30YR US Treasury yielding 1.55% and a duration of 24.4.  If interest rates were 

to rise 1.00% (or 100bp) this particular bond is estimated to lose 24.4% of its face value.   

Consider a 1YR US Treasury yielding 0.12% and a duration of 0.9.  If interest rates were to 

rise 1.00% (or 100bp) this particular bond is estimated to lose 0.9% of its face value. 

In summation, investors are getting a 12x return on the annual yield, but taking on 27x the 

risk.  Thus, bonds should not be considered a “risk-free” investment unless the investor can 

guarantee they are willing to hold a 1.55% yielding bond for 30 years.   
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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. 

 

 

 

 

 


