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Big Tech & the Fed are Still Keeping  
Wall Street Happy—For Now

Two down and one to go. Or should 
we say two up and one to go? We’re 

talking, of course, about the top three 
major stock market indexes. In August, 
the S&P 500 joined the Nasdaq in sur-
passing its record peak high from before 
the start of the Covid-19 pandemic.1 

Only the Dow Jones Industrial Average 
has not yet (as of this writing) set a new 
record — although it, too, has been get-
ting close. The situation reveals some in-
teresting and important things about the 
market’s recovery overall, and about 
how things could play out in the next 
two months leading up to one of the 
most contentious presidential elections 
in U.S. history. 

As you know, all the major indexes 
dropped by nearly 40% in March right 
after Covid-19 was declared a pandemic. 
That was a flight to safety, and all the 
markets fell quickly before starting to 
inch back up as the economic impacts of 
the crisis became clearer. One impact 
was that some industries would actually 
benefit from all the shutdowns, includ-
ing the tech industry. That’s why the 
Nasdaq — which is very tech heavy — 
managed to rally past its pre-pandemic 
peak by early June. The S&P rallied 
more slowly but has also benefited from 
having the nation’s seven largest tech gi-
ants among its 500 companies. In fact, 
those seven companies — which include 
Microsoft, Apple, Amazon, and Face-
book — make up 25% of the index’s 
weighting, and therefore its growth. So, 

if those companies are doing really well, 
it skews the index, making it somewhat 
deceiving as a snapshot of the recovery 
overall.  

Normally, when the whole stock 
market is at or near a record high, it 
means that more than half the stocks 
being traded are also at record highs. 
However, right now the opposite is true: 
far less than half the stocks are at record 
highs, and the market is largely being 
carried by these tech companies and a 
few other major players, such as large 
retailers who’ve adapted to the pandem-
ic with online sales.2 The bottom line is 
that this recovery has very little breadth, 
and we’re still waiting on a broader re-
covery that includes more of the tradi-
tional high-dividend-paying consumer 
companies. In the meantime, the market 
may continue nudging higher based on 
pure momentum, even pulling the Dow 
up past its pre-pandemic peak eventual-

ly (provided investors aren’t creating 
another tech “bubble” that’s destined to 
burst and bring the whole market down 
with it, as we saw in early 2000). 

The Fed Factor 

Of course, the even bigger factor in 
the market’s recovery (as we’ve dis-
cussed frequently) is the Federal Re-
serve. In response to the pandemic, the 
Fed announced more quantitative eas-
ing and lowered interest rates to near-
zero — moves that always make Wall 
Street happy because they create cheap 
money and push everyday investors up 
the risk curve and into the stock market. 
Then in August, the Fed announced 
plans to keep interest rates near zero for 
the next three or four years, giving the 
markets a level of forward guidance that 
was (like many of the Fed’s actions in re-
cent years) unprecedented. While we 

Continued on page 2

Avoid These 10 Insurance Mistakes

F ew people enjoy thinking about their 
insurance needs, shopping for cover-

age, or reading through a policy’s fine 
print. Once they do buy a policy, many 
people rarely think about it again, other 
than when they pay the premiums. But 
that tendency to avoid thinking about 
insurance can lead to insurance mistakes 
that can put a person’s assets at risk. 
Below are some of the most common in-

surance mistakes: 
• Expecting the best — Some people 

may think they can skip various 
types of essential insurance (like auto 
or health insurance) because it won’t 
happen to them. Or they may buy a 
bare-bones policy thinking they 
won’t ever need to make a claim. But 
the reality is that accidents and in-
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Big Tech & the Fed How Much Life Insurance Do You Need?
still believe the stock market could see 
another big correction of at least 20% or 
more before this crisis is over, if any-
thing can prevent that downturn from 
happening, it might be this latest an-
nouncement by the Fed. Here’s why: 

Low interest rates (as we already 
mentioned) push everyday investors up 
the risk curve by making other invest-
ment options appear less attractive. 
They also artificially inflate the present 
value of stocks by making discount rates 
lower. In addition, while low interest 
rates are supposed to stimulate the 
economy by creating so-called “healthy” 
inflation, we’ve already learned from 
the Financial Crisis that it doesn’t work 
that way. The Fed kept interest rates 
near zero for seven years after 2008, and 
all it really did was fuel a big asset re-
covery that was largely out of whack 
with the much slower and weaker eco-
nomic recovery. We foresee the same 
thing happening again because Baby 
Boomers are still the nation’s biggest 
spenders. With interest rates low, the 
market high, and the economy plagued 
by uncertainty, we believe they are more 
likely to continue saving and investing 
rather than spending. All of this could 
help keep the stock market buoyed even 
if earnings and employment numbers 
remain below pre-pandemic levels for a 
while. 

Of Pandemics and Presidents 
On the other hand, all that econom-

ic uncertainty we mentioned could end 
up playing a much bigger role in the 
markets than it has so far, regardless of 
the Fed. The coronavirus pandemic has 
been blamed for over 180,000 American 
deaths, and although new cases have 
decreased from the huge spikes we saw 
in July, they remain as high now as they 
were at the height of the economic shut-
down in March and April. With schools 
reopening this month and cooler weath-
er soon to limit outdoor dining and 
recreation options in many states, cases 
and deaths could very well start rising 
again, leading to more business closures 
and more unemployment. Let’s not for-
get, too, that an estimated 30 million 
Americans are still collecting unemploy-
ment now, and that Congress has yet to 
agree on a second round of coronavirus 
relief.3 Could all these factors be a time 
bomb ticking away at the base of the 
booming markets? Only time will tell. 
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Rules of thumb exist that say you 
should be insured for between six 

and 10 times your annual earnings. 
But these ranges can be very wide and 
don’t take into account your unique 
situation. The best approach to deter-
mine how much life insurance you 
need is to engage in some financial 
planning.  Start by answering the fol-
lowing questions: 

How much per year will your 
survivors need to live on, and for 
how many years?  Expenses may be 
greater if, for example, you have 
young children who require day care; 
expenses may be smaller if there are 
no dependent children among your 
survivors. 

How will that number be affect-
ed by inflation?  Remember, we’re 
talking about what could be a long pe-
riod of time.  At an inflation rate of 3% 
a year, a dollar loses 15% of its value 
in just six years, and about 25% after a 
little more than 10 years.  Imagine the 
impact of a 25% pay cut, and you’ll 
begin to appreciate the vital impor-
tance of factoring inflation into the 
equation. 

Will your surviving spouse be 
able to work, and if so, how much 
will he/she earn?  The amount your 
surviving spouse earns should reduce 
the life insurance coverage you need, 
but in an uncertain economy it may 
pay to err on the conservative side 
when estimating a surviving spouse’s 

earning power. 
Should you think of retiring large 

family debts?  You can reduce the 
amount of money your surviving 
spouse has to earn by providing enough 
in life insurance to retire such debts as 
credit card balances, college and person-
al loans, and your mortgage.  

How will college expenses be paid 
for your children?  In addition to pro-
viding for daily living expenses, consid-
er how higher education bills — if there 
are any — will be paid.  Should you 
only provide enough in life insurance 
benefits to make up for annual contribu-
tions to a college fund, or should you 
provide enough for four years of col-
lege? 

How will your surviving spouse’s 
retirement be funded?  One less person 
to provide for means the price of your 
spouse’s retirement will be less.  When 
considering how much life insurance 
coverage to buy, however, you should 
evaluate whether your policy benefits 
need to make up for contributions you 
were planning to make until you retired. 

What rate of return can your sur-
viving spouse expect to receive?  
Where will the unused proceeds of your 
life insurance benefits be invested?  The 
rate of return they earn will make a big 
difference in how long they last — 
which can make a big difference in how 
much coverage you buy. 

Please call if you’d like to discuss 
life insurance.     zxxx

Of course, the other big factor head-
ing into the fall is the presidential race, 
one of the most divisive and uncertain in 
our nation’s history. While Wall Street — 
generally speaking — loves Donald 
Trump, a large faction of the country 
does not. Most polls have shown Demo-
cratic nominee Joe Biden leading among 
voters for some time, and a Biden victo-
ry would most likely mean a rollback of 
Trump’s corporate tax breaks and a re-
sulting decrease in corporate profits. If 
Biden is still leading by a healthy margin 
in October (which is historically already 
a shaky month for the markets), could it 
trigger a major selloff? Again, only time 
will tell. For now, our advice for in-
vestors in or near retiring is to stay fo-
cused on income — and on setting your 
portfolio up to take advantage of some 
potential new opportunities that may 
emerge when the uncertainty lessens 

and the world makes a little more sense 
again. 
1“S&P 500 Sets First Record Since Febru-

ary”, Wall Street Journal, Aug. 18, 2020 
2“Stocks Mixed but Tech Shares Keep Party 

Rolling,” Yahoo Finance, Sept. 1, 2020 
3“How Many Americans Are Out of Work 

Right Now?”, Market Place, Aug. 6, 2020 
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Avoid These 10

juries can happen to anyone. A com-
prehensive insurance plan protects 
you when they do.  

• Not shopping around — If you’re in 
the market for a new policy, shop 
around and compare prices to get the 
best deal. But make sure you’re com-
paring equivalent policies and cover-
age — an ultra-cheap policy may 
offer skimpy benefits.  

• Buying too much insurance — 
While insurance is a valuable part of 
your overall financial plan, there is 
such a thing as being over-insured. If 
you’re paying high premiums for in-
surance coverage you don’t really 
need, you’re wasting money. What 
types of insurance might you skip? 
Extended warranties, cell phone in-
surance, insurance for specific dis-
eases (like cancer), rental car 
insurance, and mortgage life insur-
ance are usually not worth the pre-
mium you pay. 

• Not negotiating on insurance rates 
— Here’s a little-known tip: The pre-
mium price you’re quoted isn’t set in 
stone. Depending on the type of cov-
erage you need, you may be able to 
get discounts based on your profes-
sion, the age of your car, installing an 
alarm system in your home, choos-
ing a higher deductible, and more. 
Bundling — buying several policies 
through the same carrier — can also 
lead to premium price breaks. 

• Forgetting to pay the premium — 
It’s a simple but potentially devastat-
ing mistake. Missing premium pay-
ments could cause your policy to 
lapse, leaving you without coverage. 
Reduce the risk of this happening by 
automating your payments. 

• Dropping coverage to save money 
— When your budget is tight, drop-
ping insurance coverage may seem 
like a good way to save cash. You 
may save money in the short term, 
but you could end up worse off in 
the long term if you need to make a 
claim. If premium payments are 
straining your budget, consider rais-
ing your deductible or asking your 
insurer if you’re eligible for any dis-
counts.  

• Forgetting to update life insurance 
beneficiaries — As your life 
changes, so should the people named 
as beneficiaries on your life insur-
ance policy. Divorce, remarriage, the 
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Life Insurance for Stay-at-Home Spouses

W hen most people think about 
life insurance, they think 

about replacing the take-home pay 
earned by the family’s primary 
breadwinner should he/she die.  
Yet it could be just as important to 
insure a stay-at-home parent.   

The issue is one of valuation: 
how do you set a dollar figure on 
the contributions that a stay-at-
home parent makes to a family?  
Start by looking at the functions he 
or she provides: cooking, cleaning, 
childcare, shopping, laundry, pay-
ing bills.  How much would it cost 
to pay someone to provide those 
same services? 

For a newly single parent of 
two children, the price of continu-
ing to work could mean spending 
as much as $40,000 or more a year 
on childcare and household ser-
vices. If you can’t imagine finding 
that kind of additional cash flow, 
covering your spouse or partner 
with a life insurance policy to pay 
those expenses for as many years as 
needed makes sense. 

You have two choices: you can 
take out a separate policy on your 
spouse that names you as the bene-

ficiary, or you can add a spouse 
rider to your own policy.  The ad-
vantage of a rider is that it can be 
cheaper than securing a separate 
policy for the stay-at-home parent.  

On the other hand, if your 
spouse dies after you do, the rider 
typically doesn’t pay a death bene-
fit to your spouse’s beneficiary. In 
addition, your spouse will have no 
access to cash value accumulation 
since the policy and cash values are 
owned by you.  And, with some in-
surance companies, you can’t se-
cure as much coverage on your 
spouse in a rider as you can in a 
separate policy.   

If there are other reasons for 
your spouse’s life to be insured 
than simply replacing his/her 
homemaking services — like desig-
nating different beneficiaries or 
meeting estate-planning objectives 
— then a separate policy might be 
the better choice.  

As with all life insurance deci-
sions, the best way to insure a stay-
at-home spouse differs for every 
family.  For help assessing which 
spousal coverage decision is best 
for you, please call.     zxxx

death of a spouse, or the birth or 
death of a child are all times when 
you should update these designa-
tions. If you fail to take this simple 
step, your life insurance may not do 
its job when you need it most. After 
all, do you want your insurance bene-
fits to go to your ex-spouse or have 
one child receive a generous insur-
ance payment while the other re-
ceives nothing? Keeping your 
beneficiary designations up-to-date 
can help you avoid those outcomes.   

• Having coverage gaps — Everyone 
faces different risks, and thus has dif-
ferent insurance needs. Sometimes, 
it’s easy to overlook a risk until it’s 
too late. For example, if you live in an 
earthquake-prone area, you likely 
need separate earthquake insurance. 
If you serve on a nonprofit board of 
directors, you may need personal lia-
bility coverage. If you own ATVs, 
snowmobiles, or other vehicles, you 
may need special policies to protect 
yourself in case of damage to the ve-

hicle or a lawsuit. The list of possible 
risks goes on and on.  

• Not researching an insurance com-
pany before you buy — Not every in-
surance company is created equal, 
and what looks like a great deal today 
may be less appealing tomorrow 
when you are struggling to get a 
claim processed quickly. Before you 
buy, get multiple quotes, read the pol-
icy’s fine print, review the insurer’s 
complaint record with the state de-
partment of insurance, and check the 
company’s ratings with ratings agen-
cies like Fitch, Moody’s, and A.M. 
Best. 

• Not thinking about insurance as part 
of your overall financial plan — In-
surance isn’t something you should 
think about in isolation. In fact, it’s an 
essential part of your overall financial 
plan. A solid risk management strate-
gy protects your hard-earned wealth 
and your family’s future. Please call if 
you’d like to discuss insurance in 
more detail.     zxxx 



Lowering Your Homeowners Insurance
Looking for ways to lower the premiums on your 

homeowners insurance?  Consider these tips: 
• Increase your deductible.  Raising your deductible can 

significantly lower your premium.  If you do so, how-
ever, keep an adequate emergency fund to cover higher 
out-of-pocket costs for any claims. 

• Combine insurance coverage with one company.  
Often, you can obtain discounts for purchasing more 
than one insurance policy at the same company, such as 
auto and homeowners insurance. 

• Install an alarm and other safety features.  Since these 
features help reduce claims, insurance companies will 
often offer discounts for installing these devices in your 
home. 

• Stay with the same company.  Insurance companies 
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                                                                            Month-end
Indicator                                   Jun-20    Jul-20   Aug-20   Dec-19 Aug-19
Prime rate                                    3.25        3.25        3.25        4.75       5.25
3-month T-bill yield                   0.15        0.11        0.10        1.52       1.95
10-year T-note yield                   0.66        0.55        0.72        1.92       1.58
20-year T-bond yield                 1.18        0.98        1.26        2.25       1.86
Dow Jones Corp.                        2.50        2.06        2.22        2.84       2.86
GDP (adj. annual rate)#          +2.10      -5.00     -31.70     +2.10     +2.00
                                                         Month-end % Change
Indicator                                Jun-20      Jul-20      Aug-20    YTD 12 Mon
Dow Jones Industrials       25812.88  26428.32  28430.05    -0.4%     7.7%
Standard & Poor’s 500         3100.29    3271.12    3500.31      8.3%   19.6%
Nasdaq Composite             10058.77  10745.27  11775.46    31.2%   47.9%
Gold                                        1768.10    1964.90    1970.00   29.3%   28.9%
Unemployment rate@              13.30        11.10        10.20 191.4% 175.7%
Consumer price index@        256.39      257.80      259.10     0.7%     1.0%

# — 4th, 1st, 2nd quarter  @ — May, Jun, Jul   Sources:  Barron’s, Wall Street Journal
Past performance is not a guarantee of future results.

18-Month Summary of Dow Jones
Industrial Average, 3-Month T-Bill

& 20-Year Treasury Bond Yield
March 2019 to August 2020
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Business Data

will often give loyalty discounts to customers who 
have stayed for years, although you will typically have 
to ask for this discount. 

• Maintain a smoke-free environment.  Insurance com-
panies will often lower premiums for households that 
are smoke free. 

• Review how much coverage you need.  Your home-
owners insurance should be sufficient to completely re-
build and refurnish your home in the event of a total 
disaster.  You will probably want a guaranteed replace-
ment clause, which pays for the entire cost of rebuild-
ing your home.  However, that doesn’t mean you need 
to insure it for its full market value.  Even if your home 
is totally destroyed, you won’t have to replace the land. 
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