
 

 

 

 

 

 

 
Sunday, June 21, 2020  |  Untwisting Logic 
 
“I don’t understand. There’s so much bad stuff going on, but the stock market is near its 
old highs. How can we have 13% unemployment, a resurgence in the virus, substantial 
political and societal strains, AND the stock market is doing so well? It just doesn’t 
make sense.” 
 
The above paraphrases the most common question we hear. If the economy is in the 
worst shape since the Great Depression, how can the stock market be near an all-time 
high? The S&P 500 is up 38% since the March 23 low and only down 4% year to date.1 
It certainly makes you scratch your head. So how do we make sense of this seemingly 
twisted logic? 
 
First, the market is blind. The political and societal strains we are facing are very real 
and I don’t believe they’ll get any better in the next four months. While I don’t want to 
get political with this letter, it’s easy to see how things will get worse. At the same time, 
the market just doesn’t care. It is a gathering of anonymous buyers and sellers that 
make economic decisions in their own self interests. While political and societal 
challenges can certainly affect the economy, the linkages tend to be subjective and 
uncertain. 
 
Second, the market is forward looking. Investors buy stocks with the anticipation that 
the companies they represent will be more valuable down the road. They believe the 
companies will grow and some may share their increasing profits with investors in the 
form of higher dividends. Today, the market is looking past the pandemic and resulting 
economic effects. We often look at economically sensitive sectors of the economy like 
semiconductors and energy for confirmation. These two are up 43% and 67% 
respectively since March 23, both better than the overall market.2 
 
A word of caution…the strong stock market is based upon several assumptions 
regarding the next 6-9 months. The pandemic will pass. The economy will continue its 
recovery. Companies will resume their growth. And the election will not result in higher 
taxes. That’s a lot to go right. Should any of these assumptions prove faulty, stock 
prices could decline. 
 
1 YCharts 2 YCharts 



 

 
Third, and most importantly, the Federal Reserve is providing tremendous support for 
the entire financial system. Their balance sheet has expanded from $3.9 Trillion to $6.1 
Trillion.3 Simply put, this cash needs a place to go. The stock market is one of the 
destinations. When there’s so much cash in the financial system, stocks are bound to 
benefit. As the saying goes, “Don’t fight the Fed.” 
 
In conclusion, it’s natural to question the twisted relationship between stocks and the 
world that surrounds us. Sometimes things don’t make sense until we can view them far 
in the rearview mirror. 
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DISCLOSURES  
 
Great Diamond Partners, LLC is registered as an investment adviser and only transacts business in 
states where it is properly registered, or is excluded or exempted from registration requirements. 
Registration as an investment adviser does not constitute an endorsement of the firm by securities 
regulators nor does it indicate that the adviser has attained a particular level of skill or ability. 
 
Please note, the information provided in this document is for informational purposes only and 
investors should determine for themselves whether a particular service or product is suitable for their 
investment needs.  Please refer to the disclosure or offering documents for further information 
concerning specific products or services. 
 
Past performance is not a guarantee of future results. 
 
Nothing provided herein constitutes tax advice.  Individuals should seek the advice of their own tax 
advisor for specific information regarding tax consequences of investments.  Investments in securities 
entail risk and are not suitable for all investors.  This is not a recommendation nor an offer to sell (or 
solicitation of an offer to buy) securities in the United States or in any other jurisdiction. 
 
This document may contain forward-looking statements relating to the objectives, opportunities, and 
the future performance of the U.S. market generally.  Forward-looking statements may be identified by 
the use of such words as, “believe,” “expect,” “anticipate,” “should,” “planned,” “estimated,” “potential” 
and other similar terms.  Examples of forward-looking statement include, but are not limited to, 
estimates with respect to financial condition, results of operations, and success or lack of success of 
any particular investment strategy.  All are subject to various factors, including, but not limited to 
general and local economic conditions, changing levels of competition within certain industries and 
markets, changes in interest rates, changes in legislation or regulation, and other economic, 
competitive, governmental, regulatory and technological factors affecting a portfolio’s operations that 
could cause actual results to differ materially from projected results.  Such statements are forward-
looking in nature and involve a number of known and unknown risks, uncertainties and other factors, 
and accordingly, actual results may differ materially from those reflected or contemplated in such 
forward-looking statements.  Prospective investors are cautioned not to place any undue reliance on 
any forward-looking statements or examples.  Neither Great Diamond Partners, LLC nor any of its 
affiliated or principals nor any other individual or entity assumes any legal obligation to update any 
forward-looking statements as a result of new information, subsequent events or any other 
circumstances.  All statements made herein speak only as of the date that they were made. 


