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The (Bad and the Ugly) Realities Impacting 
Markets
• The shutdown of  broad swaths of  the economy amid social distancing 

guidelines has hit both the services and consumer sides of  the economy—and 
both supply and demand

• The economy is currently facing down its largest contraction since perhaps the 
Great Depression

• With the outbreaks in Europe and the U.S. accelerating as we move into the 
second quarter, the change in GDP for the second quarter is likely to be deeply 
negative in both Europe and the U.S

• It is a crisis that will impact countries, governments, industries, and people 
differently, resulting in an uneven recovery, an altered competitive landscape 

• CARES Act: Congress passed the largest stimulus bill in history to help mitigate 
the economic impact of  COVID-19. (More on a later slide)
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Fastest Decline to Bear Market
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US Stock Market Losses Compared to GDP
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How Many of  Our Webinar Attendees are

• Traveling for summer vacations this year?

• Buying a new car?

• Buying a new home? 

• Upgrading to the latest iPhone/Android phone?

• Planning to attend a large Sporting or Musical Event?
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CARES ACT 2020 – Where the $$$ Go

• The new law includes required minimum 
distribution and other retirement savings changes

• RMDs waived for 2020
• Special hardship withdrawals from retirement 

accounts
• Increased loan maximums; no repayment in first 

year
• The IRS has changed the federal tax filing 

deadline from April 15 to July 15. The deadline 
for 2019 IRA contribution also has been extended 
to July 15

Retirement Accounts and Tax Related 
Allowances: 
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• Healthcare sector has shown weakness, and will have the step up for 
readiness for such future pandemics

• Globally dispersed supply chain has shown to have its weakness. In the 
wake of  Covid-19, we would expect that many companies will move 
more manufacturing capabilities back to the U.S

• Many countries, especially in the developing world are lacking the 
resources and ability to deal with a large infected population

• With the world’s largest economy and reserve currency, the U.S. has a 
greater ability to borrow than most any other nation. Most other 
countries may not be so fortunate, especially those in the developing 
world who are forced to borrow in dollar-denominated debt. 

• Before Covid-19 hit, the world was already awash in debt, with total 
private and public market debt 2 to 3 times GDP in the developed 
world. The monetary and fiscal response to Covid-19 will cause public 
debt levels to explode with no easy path to ever put the genie back in 
the bottle

Some Lessons Learned…
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• High quality companies focused on technology and innovation that are 
less impacted by the downturn and have strong balance sheets

• Companies involved with healthcare and innovation including 
biotechnology and medical technology 

• Quality growth companies that may be more impacted by the 
downturn but have strong balance sheets and should rebound over the 
long-term

• Well-capitalized companies with attractive and sustainable dividend 
yields. The U.S. 10-Year Treasury bond currently yields only 1%

• Financial companies and investments that have large cash reserves and 
can be opportunistic buyers of  distressed assets, including equity, credit 
and real estate 

Some Strategic Considerations for Investments



© 2019 Clearnomics, Inc

Market and Economic Chartbook | July 14, 2020

Summary of  Portfolio Direction This Quarter

Portfolio 
components

Directional changes Comments

Market Geographies • US – Maintain/increase when ready
• Developed Intl. – already reduced
• Emerging – already reduced

• Economic recovery over time, US dollar 
strength, election year, global economy 
stalled

Size (Market Cap) • Large – Generally hold
• Medium –Reduced
• Small –Eliminate

• Survival, dividends during troughs in 
question

• Small/Mid cap  has more 
survival/default risks

Sectors • Technology – maintain (LT growth focus)
• Industrials – No position
• Utilities – reduced
• Real estate – maintain/reduce
• Healthcare – maintain
• Consumer disc. – eliminated
• Energy – reduce

• Large growth stocks have rebound 
potential at this time

• Defensive where appropriate
• Income where needed

Fixed Income • High yield – Already reduced
• Investment grade and Preferreds – maintain
• Treasuries – maintain Intermediate term

• Interest rates record low, high credit 
rating, medium duration more optimal

Cash • Increase • Depending on client’s income needs 
(or readiness for investing during dips) 

Type of holdings • Identify fundamentally strong / rebound 
potential Individual stocks (specific sectors)

• Higher rebound potential, lower prices, 
some hedged using put options
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• “Deglobalization” is a force unlikely to recede; particularly since it was already underway 
courtesy of  the trade war and increased tariffs. Longer-term implication might be a higher 
level of  inflation 

• Health screenings will likely become a part of  life—at airports, sporting events, and other 
large gatherings—akin to the ushering in of  the TSA following 9/11

• Deficits/debt will likely rise to even greater levels as a share of  GDP that was imaginable 
before COVID-19

• Corporate America was forced to react quickly to the economic shutdown—particularly 
with regard to remote working—possibly leading to structural adjustment to how they 
operate. Not only is the genie out of  the bottle with regard to the ability of  many to work 
remotely, video conferencing in place of  some in-person meetings could change the nature 
and frequency of  business travel

• Financial caution will likely persist—by households who may want to build a more 
consistent liquidity cushion, and by companies looking to shore up their balance sheets

• The hope is we begin to see a “bending of  the curve” in the virus itself; so we can not only 
get back to some semblance of  normalcy but start to put the gloom of  the past couple of  
months behind us

Longer Term Implications
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Q&A
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This presentation is solely for informational purposes. Past performance is no 
guarantee of  future returns. Investing involves risk and possible loss of  principal 
capital. No advice may be rendered by Kaizen Financial Strategies, LLC unless a client 
service agreement is in place. Please contact us at your earliest convenience with any 
questions regarding the content of  this presentation and how it may be the right 
strategy for you. 

For actual results that are compared to an index, all material facts relevant to the 
comparison are disclosed herein and reflect the deduction of  advisory fees, brokerage 
and other commissions and any other expenses paid by Kaizen Financial Strategies, 
LLC 's clients. An index is a hypothetical portfolio of  securities representing a 
particular market or a segment of  it used as indicator of  the change in the securities 
market. Indexes are unmanaged, do not incur fees and expenses and cannot be 
invested in directly.

Kaizen Financial Strategies, LLC 
Disclosures




