
 
 
October 2020 
 
 
 
Dear Clients and Friends, 
 
 
 
STOCK MARKET 2020 

It has been an interesting year to be an investor, to say the least.  We all know about the extreme 
downturn and subsequent recovery.  But what gets lost to some degree as you watch news reports or 
follow market indexes is that various stock asset classes have performed very differently.  Here is a list 
of the some of the most common stock category indexes year to date performance. 

• S&P 500 (US large stocks)   5.57%   
• Russell 1000 Value (US large value stocks) -11.58% 
• Russell 2000 (US small stocks)   -8.69%  
• Russell 2000 Value (US small value stocks) -21.54% 
• MSCI EAFE Index (international stocks)  -7.09% 

As you can see, it is only the large US stocks that are above water so far this year.  And if we dig further, 
the “Big 5” stocks of Apple, Microsoft, Amazon, Facebook, and Google are carrying that index.  Through 
August, if you removed those five, the remaining 495 stocks in the S&P 500 had a combined negative 
return.   

IS IT 2020 or 2000? 

The information above reminds me a lot of 20 years ago at the height of the “tech bubble”.  Right now, 
because the S&P 500 is weighted average based on the size of the company, the Big 5 make up 24% of 
index.  Below is the comparison of today compared to the 5 biggest stocks at the end of 1999. 

The point is not that these current 5 companies are bad stocks.  The fault would be thinking that the 
world has somehow changed and that all five will be the leaders moving forward.  Some will, and some  

 



 

 

won’t.  And if you only own the S&P 500 (which our clients do not), you may be more concentrated than 
you think.  Diversification is always important. 

THE ELECTION, INVESTING, AND POSSIBLE TAX RAMIFICATIONS 

In the next few weeks, we will have the pleasure of going through a hyper partisan presidential election.  
I feel the need to repeat what I have said before:  it is unwise in the extreme to exit the quality stock 
investments you have been accumulating for most of your lifetime goals just because of uncertainties 
surrounding an election.  Yes, there will be ramifications no matter the outcome.  But if you think your 
chances of getting out of the market and then back in and being money ahead after the self-inflicting 
wound of capital gains taxes, then you have ignored all historical facts on investing.   

Rather than changing our investment plan based on the election, we may want to review our tax 
planning strategies.  I have been following Joe Biden’s tax proposals, and in the event of a “blue sweep” 
and control of all three branches of government, there could be significant tax changes.  Some notable 
proposed changes that I feel may impact our clients are: 

1. Increasing the top tax bracket back to 39.6% for incomes over $400,000 
2. Impose Social Security taxes on payroll wages over $400,000.  Currently none are paid on 

wages over $137,700. 
3. Capping itemized deductions to 28% of income.  The effect of this is to partially phase out 

itemized deductions for those above the 28% tax rate.  
4. Increasing the capital gains tax rate to the ordinary income tax rate for incomes over $1 million 
5. Reducing the estate and gift tax exemption from $11.58 million per person to $5.79 million.  At 

a 40% estate tax rate, this is significant for families with a net worth over those amounts. 
6. Eliminating the step up in cost basis on inherited assets 
7. Increasing the corporate tax rate from 20% to 28% 
8. Eliminating the Qualified Business Income (QBI) tax deduction for income earners over 

$400,000 

Some or all of these may not come to pass.  But as with any significant tax rule changes, it is important 
to understand what may be ahead.  And if it appears likely these changes will happen in 2021, it may be 
wise to consider actions yet this year for tax planning purposes. 

I hope you and your family are doing well, staying healthy, and enjoying the beautiful fall weather we 
have been experiencing.  Should any of your loved ones or friends need help making their financial lives 
a little easier, we are always happy to speak with them and appreciate the introductions you make. 

 

Sincerely,  

 

Brent M. Walker, CFP® 


