
The Shape of Recovery:
What’s Next?
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As an independent financial services firm, our 
salaried, non-commission professionals have 
access to a variety of solutions and resources 
and our recommendations are based solely on 
what works best for you, not us.

About 
Sequoia 
Financial 

Group



1. What are we monitoring?

2. What are we hearing from our 
investment partners?

3. What are we recommending?

Financial 
Market 
Update
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What are we hearing from our investment partners?
 Equity Manager

• Vanguard Equity Income
 Fixed Income Manager

• Pimco Income Fund

Financial 
Market 
Update

Source: PIMCO Investments LLC



ASSET CLASS EVALUATION – FUNDAMENTALS
EQUITY VALUATION REMAINS COMPELLING; PATH OF LEAST RESISTANCE STILL HIGHER
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S&P 500 INDEX “EQUITY RISK PREMIUM” = S&P EARNINGS YIELD (E/P) – 10 YEAR U.S. TREASURY YIELD

6/15/2020
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What are we recommending?

 Slightly defensive positioning given stock 
market rally since March low

 Underweight International stocks relative to 
global benchmark

 Re-balance periodically

 Revisit investment strategy within the context 
of your overall financial plan

Financial 
Market 
Update



1. Prospective shape of the 
recovery?  V, U, W, or L?

2. How is this different from other 
disasters?

3. What is the new paradigm?
4. How much will this really cost?
5. How will we pay for it?
6. What changes?
7. What are the second and third 

level effects of the crisis?

Questions

7



GDP/Per Capita PPP

8

Depression of 1920-21

Recession of 1937-38

Recession of 1949, 
Fed Tightening

Recession 
of 1953

Beginning of WW1

Post WW1 Recession

The Great Depression

Beginning of WW2

Reduced Government 
Spend from WW2

 $-

 $2,000

 $4,000

 $6,000

 $8,000

 $10,000

 $12,000

 $14,000

 $16,000

 $18,000

 $20,000

1910 1915 1920 1925 1930 1935 1940 1945 1950 1955

US GDP Data: 

https://www.rug.nl/ggdc/historicaldevelopment/maddison/releases/maddison-project-database-2018

https://www.rug.nl/ggdc/historicaldevelopment/maddison/releases/maddison-project-database-2018


GDP/Per Capita PPP & Top Tax Bracket
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GDP/Per Capita PPP & Debt/GDP
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US GDP/Per Capita PPP & Top Tax Bracket

12

Depression of 1920-21

Recession of 1937-38

Recession of 
1949, Fed 
Tightening

Recession of 
1953

Beginning of WW1

Post WW1 Recession

The Great Depression

Beginning of WW2

Reduced Government Spend 
from WW2

Beginning of 
Vietnam War

Recession of 1958, Fed 
Tightening

Recession of 1970 

1973 Oil Crisis

1979 Oil Crisis

Recession of 1981-82

Recession of 1990-91

Beginning of Iraq War

The Great Recession

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

 $-

 $10,000

 $20,000

 $30,000

 $40,000

 $50,000

 $60,000

1910 1915 1920 1925 1930 1935 1940 1945 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015



US GDP/Per Capita PPP & Debt/GDP
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ASSET CLASS EVALUATION – MACROECONOMICS
THE FED’S BALANCE SHEET IS GETTING SMALLER

14*For Internal Use Only 

FED STUFF 
WORKING!

Don’t tell the alphabet-soup consensus on Wall Street, but if you flip first-time claims over the pattern resembles almost a perfect V. We say
“almost” because first-time claims, while receding over the last seven weeks, are not falling as fast as they rose (the entire spike occurred
over a three week period between 3/13 - 3/27). In any case, continuing claims, which lag initial claims by one week, are still posting new
record highs, meaning the unemployment rate has likely not peaked. Moreover, there has been a sudden surge in those not counted in the
labor force but reporting that they want a job, meaning the “truer” unemployment rate (U6) may be a few percentage points higher than the
“reported” rate (U3). Yet, as we have said on many occasions, it is first-time claims that are the leading indicator. Continuing claims and the
unemployment rate are more coincident-to-lagging in nature.

Moving into strong upswings, first-time claims have tended to peak two-to-three months before the unemployment rate peaks. Such a pattern
would suggest a June or July peak in the unemployment rate. If the trough of the unemployment rate this February marks the cycle peak and
the peak sometime this summer marks the trough of the recession, the COVID-19 recession will become both the sharpest and shortest in
U.S. history.

Yet, a business cycle peak and trough only demarcate the beginning and conclusion of a contraction phase, they do not tell us about the
speed of an eventual upswing or the timing for a full recovery. The former is about rates of change and the latter is about levels. Obviously,
the evolution of the pandemic (testing, tracing, treatment) is the crucial factor determining the timing and forcefulness of any incipient
recovery. However, pandemics do not last forever. Hence, with the proper monetary/fiscal support, the business cycle should fully recover.
We define full recovery as the period when economic activity (GDP) has re-attained its potential level growth path (i.e. economic potential) at
full employment and 2% inflation.

6/15/2020

After three months of record gains, which saw an increase of $3 trillion to $7.2 trillion, the Fed's balance sheet has 
posted its second consecutive weekly decline since the start of the corona crisis according to the latest H.4.1 statement:



Market 
Crash 

Timeline -
Morningstar

15Market Crash/Morningstar Graph: 

https://www.morningstar.com/features/what-prior-market-crashes-can-teach-us-in-2020

https://www.morningstar.com/features/what-prior-market-crashes-can-teach-us-in-2020


Asset Class Evaluation – Macroeconomics
…Retail Apocalypse? Maybe Not
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Asset Class Evaluation – Macroeconomics
…Retail Apocalypse? Maybe Not
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ASSET CLASS EVALUATION – FUNDAMENTALS
THE “SUPER BULL” CASE FOR EQUITIES

20*For Internal Use Only 

The "Super Bull" case for U.S. equities is earnings and estimates quickly bounce back to the pre-pandemic 
growth path and so, too does the market. Indeed, if the level of interest rates remains depressed relative to the 
last cycle, the market could even shoot beyond the prepandemic growth path over the next few years.

6/15/2020



Current ‘Hot Spots’
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Current Viewpoint
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Biden’s Tax and Spending Plan
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Comparison of Tax Plans
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Estate Tax
Filing Status: Single Current Biden Plan Difference
Estate Value $30,000,000 $30,000,000 $0
Exemption Amount ($11,580,000) ($5,450,000) ($6,130,000)
Taxable Estate $18,420,000 $24,550,000 ($6,130,000)

Estimated Taxes ($7,368,000) ($9,820,000) ($2,452,000)

Net Estate $22,632,000 $20,180,000 ($2,452,000)

Effective Tax Rate 24.56% 32.73% 8.17%

No "Stepped-Up Basis" at Death with Biden's Plan

Estate Taxes
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One Party 
in Power?
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 Extend your investment 
timeframe

 Understand your liquidity needs  
 Evaluate capacity to shift your 

investment objective
 Determine if current planning 

opportunities are a fit for you 
(ex., Roth conversions, 
intrafamily loans, wealth 
transfers)

The Intersection of 
Financial Planning 

& Investment Strategy

27
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Next 
Steps

 Talk with your advisor 
 Review or establish your financial plan
 Review your current investment strategy in 

the context of your plan
• Evaluate liquidity/cash buffer
• Analyze how you are invested based on 

what you are investing for



This material does not constitute tax, legal, investment or any other type of professional advice. You should consult with a qualified 
tax, legal or financial advisor prior to making a decision. The financial instruments discussed in this brochure may not be suitable for 
all investors and investors must make their own investment decisions based upon their specific financial situations and investment 
objectives. Information has been obtained from sources believed to be reliable, but we do not guarantee their accuracy or 
completeness. While we have taken great care in the preparation of these materials, we cannot be responsible for clerical, 
computational, or other errors. Except where otherwise indicated herein, the information provided herein is based on matters as 
they exist as of the date of preparation, and may not be updated or otherwise revised to reflect information that subsequently 
becomes available, or changes occurring after the date hereof.
Investment advisory services offered through Sequoia Financial Advisors, LLC, an SEC Registered Investment Advisor. Registration
as an investment advisor does not imply a certain level of skill or training.

©2020, Sequoia Financial Group, all rights reserved.

Disclosures
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3500 Embassy Pkwy  | Suite 100  | Akron, OH 44333
888.225.3777

sequoia-financial.com
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