
• The third-quarter earnings season should provide an important focus for the 
market.

• The economy continues to heal; the stellar initial recovery has given way to a slower, 
but solid and steady, economic backdrop.

• The options market suggests that investors expect increased volatility in November 
and December.

The concept of “push and pull” permeates business literature with regard to supply chain 
management, manufacturing and digital marketing. And then there’s the “push and pull” 
in relationships, warranting an entire body of research with its own theories on personal 
relationship dynamics. At the most granular level, there are, across the country, thousands 
of small businesses advertising their services and equipment to push or pull just about 
anything.

In 1977, Queen lead guitarist Brian May, who also has a doctorate in astrophysics, wrote 
and introduced the world’s most iconic and enduring  stadium chant: “We will, we will rock 
you!” In a recent interview with The Wall Street Journal, May explained, borrowing from 
astrophysics no doubt, that in discussing the song with the band, and wanting it to be an 
audience participation song, “It had to be an audience-artist, push-and-pull-thing.” Little  
did Queen know at the time that this push-and-pull experiment would rock the world of 
sports forever.

But where we are now—slowly pulling out of the worst of the COVID-19-lockdown economic 
crisis and headed into an election—has its own distinctive push and pull characteristics. It’s 
reflective of a still uncertain backdrop as the virus hovers over the globe, threatening second 
and third waves, but with therapeutic therapies, social distancing and a reluctant move 
toward masking keeping the hospitalization and death rates at levels lower than what we 
experienced in the spring. The push-pull coming from politicians and scientists concerning 
the advent of a safe and effective vaccine is more like an out-and-out tug of war, with the 
majority of Americans remaining skeptical about the political hype surrounding the vaccine 
race. 

Markets in September lived up to the month’s reputation of being difficult, while the end of 
September and early October typically usher in a more hospitable market backdrop. And 
while these aren’t normal times, positive developments toward a vaccine can offer markets 
the sort of halo effect that delivers us to the other side of the pandemic. On October 22, the 
Food and Drug Administration (FDA) will hold a meeting to discuss, in “general” terms, “the 
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development, authorization and/or licensure of vaccines to 
prevent COVID-19.” Critics argue that scientific presentations 
are crucial to underpinning the public’s trust in the process, 
and a “general” discussion promises to erode public 
acceptance of a vaccine.

At the same time, the global economy continues to heal, 
COVID-19 notwithstanding. October could see a resolution to 
the interminably stalled and seemingly deadlocked fiscal relief 
package emphatically demanded by the Federal Reserve, 
although the confirmation logistics for the Supreme Court 
nominee diminishes, but does not completely preclude, 
prospects for a deal. In addition, the October calendar for 
presidential and vice presidential 
debates is certain to fuel the pushing 
and pulling associated with a race that 
is tightening, not to mention an options 
market that is factoring in a volatile 
period post-November 3. 

The third-quarter earnings season 
should provide an important focus 
for market participants, especially 
with expectations of corporate profits 
rebounding compared with the second 
quarter. Guidance, too, is expected 
to offer a raft of positive surprises. 
This year, however, earnings reports 
and corporate guidance will be 
competing with political, geopolitical 
and vaccine-related headlines, keeping 
the algorithms that so dominate 
daily trading on hypervigilant and 
hyperactive alert. 

And finally, at the end of the month 
there’s Halloween. Or is there? A 
virulent outbreak of “push and pull” 
and “tug of war” has zeroed in on 
an institution, beloved by adults and 
children alike, not to mention a host of 
industries hoping for a robust season. 

A HEALING ECONOMY  
Amid all the political drama and forecasts for a difficult post-
election couple of months, the economy continues to heal. 
The strong pickup in economic activity as the country pulled 
out of the depths of the lockdown, engineered in large part 
by a determined Federal Reserve in partnership with the 
government, helped underpin the strong momentum. The 
stellar initial recovery has given way to a slower, but solid and 
steady, economic backdrop:

• Homebuilders, manufacturers, retailers and truckers are, 
according to surveys, optimistic about their fourth-quarter 
prospects.  

• Consumer confidence continues to inch higher in concert 
with continuing unemployment claims inching lower.

• According to a Federal Reserve report, consumer net worth 
climbed to a record level in the second quarter, thanks in 
large measure to a sharp rise in existing house prices and  
a strong stock market in the second quarter.

• The consumer savings rate, at approximately 18%, and 
down from 33% in April, should help bolster spending  
in the fourth quarter.

• Consumer credit card spending picked up at the end  
of September. 

• Low energy costs are helping to support consumer 
spending. 

• With trucking surveys indicating 
underlying strength in the economy, 
increased railcar loadings similarly 
suggest a strengthening economy. 

• According to industry sources, 
vehicle production is scheduled to 
increase in the fourth quarter.  

• Low interest rates continue to help 
boost housing and automobile 
demand.

• The Business Roundtable CEO 
confidence index continues to climb 
higher, although it remains below its 
fourth-quarter 2019 level. 

• The National Federation of 
Independent Business (NFIB) 
August optimism survey for small 
businesses increased to a level just 
above its historical 46-year average.

• There’s been a rebound in capital 
expenditures.

• New business formation continues  
to surge higher. 

• To date, new home sales have 
climbed 40% during 2020, even 
factoring in COVID-related sharp 
declines in the spring. 

To be sure, the spread of COVID-19 is a distinct potential 
headwind in the U.S., just as it is in Europe, particularly if 
restrictions stay in place long enough to dampen economic 
activity and confidence.

THE FED SEEKS FISCAL SUPPORT
A coordinated recurring theme from the Federal Reserve is 
the need for another fiscal relief package, with aid going to 
small and mid-sized businesses in addition to households. At 
the September press conference following the Federal Open 
Market Committee (FOMC) meeting, Federal Reserve Chairman 
Jerome Powell said, “My sense is more fiscal support is still 
likely to be needed. Roughly 11 million people are still out of 
work due to the pandemic, and they’ll need additional support 
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as they find their way through a tough time.” A parade of Fed 
speakers during September echoed Powell’s sentiment on 
a daily basis. Speaking before the House of Representatives 
Financial Services Committee at the end of September, Powell 
again emphasized that “direct fiscal support may be needed.” 
He stressed that the economic recovery could gain strength if 
“tools” from the Fed and Congress continue working in concert.

While the Federal Reserve’s balance sheet has climbed 90% 
since last year, from nearly $4.50 trillion to $7.09 trillion at the 
end of the third quarter, it increasingly appears to the market 
that Powell questions the ability of the Fed to shoulder the 
burden of the recovery without fiscal support. Still, the Fed 
has not abandoned its commitment 
to do whatever it takes to cushion the 
downside of recession, while ensuring 
that the recession doesn’t lead to a 
deeper downturn. Although the Fed’s 
balance sheet is expected to grow to 
$8.00 trillion by the end of the year, 
analysts want to hear specific details 
of what tools the Fed can implement if 
fiscal help remains elusive, especially 
considering that interest rates remain 
close to zero. There is risk embedded 
in the market if there is uncertainty 
regarding the Fed’s ability—not its 
commitment—to come to the aid of 
a stalling economy, if that were to 
ensue. But there is one element of near 
certainty that remains crucial for the 
market—the FOMC does not intend to 
raise rates in the near to medium term, 
and based on their comments, the long 
term as well.  

COVID-19
In addition to the spread of the 
coronavirus throughout Europe, 
cases are rising in the Southwest and 
Midwest. New York City, too, is experiencing an uptick in cases. 
The question for the market is whether this is the beginning of a 
significant “wave,” and if so, will it lead to local restrictions and 
shutdowns.

The push toward a vaccine that can initially be delivered on 
an emergency basis continues. Over 100 companies and 
partnerships are working to develop a vaccine. The leading 
candidates include Pfizer and its BioNTech partner, as well 
as Moderna, Novavax, AstraZeneca in partnership with 
Oxford University, and Johnson & Johnson. Increasingly, as 
headlines suggest government pressure is being exerted to 
deliver approval of a vaccine as quickly as possible, the public 
remains skeptical of political interference in the scientific 
approval process. The scientific community is demanding 
more transparency from the pharmaceutical and biotechnology 

companies, in addition to the government agencies involved 
in monitoring the progress of the various vaccine trials that are 
needed to assess efficacy and safety.

AstraZeneca, in particular, given its initial promise in moving 
closer toward a vaccine, has come under scrutiny because of 
neurological problems that developed in two female participants 
in a phase three clinical trial based in Britain. The company 
has been reluctant to release details, although it halted its 
trials twice since trials began in April. The studies have been 
taking place in Britain, U.S., Brazil, South Africa and India. 
While the trials have resumed outside of the U.S., they remain 
on hold here. Recently, AstraZeneca has issued a 111-page 

“trial blueprints” offering insight into its 
protocols, underscoring that it seeks 
to have a vaccine that is deemed 
50% effective, which corresponds to 
the FDA’s minimum requirement for 
coronavirus vaccines. 

Dr. Anthony Fauci said, as recently 
as the end of September, that COVID-
19 vaccinations could begin toward 
the end of the year. He cautioned 
that, realistically, it could take until 
mid-2021 before there are enough 
people vaccinated to have an impact 
on the outbreak. Moreover, in a 
conversation with the editor-in-chief of 
the Journal of the American Medical 
Association, he said, “It’s unlikely that 
political interference will play a role in 
the approval process of a COVID-19 
vaccine. If you look at the standard 
process of how these things work, I 
think you could feel comfortable that 
it is really unlikely that that’s going to 
happen. I trust the career scientists 
of FDA, and I certainly trust the 
commissioner of FDA.” 

AWAITING OCTOBER’S SURPRISES 
In an election year, an “October Surprise” is associated with an  
event that can change the course of an election, especially for 
an incumbent who is falling behind in the polls. Indeed, at the 
end of September, Vice President Biden continues to lead in 
PredictIt odds, as well as electionbettingodds.com, but four 
weeks is a long time in politics. Anything can happen,  
and probably will. 

With the coronavirus well into its second wave in Europe, the 
U.S. is bracing for a potential surge here, too. Therapeutic 
treatments continue to be delivered with positive results. 
The most recent announcement came from Regeneron 
Pharmaceuticals, which stated that its coronavirus treatment 
markedly reduced viral levels and improved symptoms overall. 
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Moderna, one of the leading candidates for the development 
of a vaccine, said that promising results from a safety study 
showed positive results for older adults, the group most 
vulnerable to suffer serious consequences from the virus. 
Throughout October, the market can expect a raft of status 
reports from the studies engaged in phase three clinical trials. 
The FDA meeting in late October should also provide a timeline 
for when we can expect the delivery of an effective vaccine. 
Meanwhile, a focus will be on new cases reported and the 
number of hospitalizations and deaths both here and abroad.

The third-quarter earnings season, which begins officially in 
mid-October, is expected to show continued improvement 
in both bottom and top lines. Earnings guidance is expected 
to remain low, with only 67 S&P 500 companies stating that 
they will offer guidance. According to FactSet, the five-year 
average for guidance from S&P 500 companies is 104. Still, 
this is an improvement from the second quarter. Earnings 
estimates continue to be revised higher and will probably 
see more positive revisions. Prominent companies that have 

already reported, including Nike, AutoZone, Lennar, FedEx 
and Darden, led analysts to upgrade their fourth-quarter 
estimates. A positive earnings season should help the market 
navigate through a difficult political landscape, but without 
doubt, politics will garner the most important headlines and the 
market’s attention.

With consumer confidence climbing higher, the housing market 
showing no signs of slowing down, a Federal Reserve steadfast 
in its commitment to keeping interest rates low, and the 
potential for a relief package designed to help Main Street, the 
backdrop for the market to broaden in scope is a net positive. 
But with politics taking center stage, the options market 
suggests that investors expect increased volatility in November 
and December.

Perhaps there will be a surprise—a November surprise, with a 
clear and decisive winner. And finally, the market can get back 
to business. 


