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November 6, 2020 

 

Election Results 

 

From an investment perspective, the election results are in. 

 

Uncertainty and volatility collapsed.  In advance of the election, many investors were 

anxious and bought insurance (via put options on the S&P 500) to protect their stock 

portfolios.  Apparently, fear may have been overblown and the insurance protection is 

being unwound.  Technically, unwinding put option insurance creates buying pressure.  

Fundamentally, less anxious investors are more willing to own risk assets. 

 

 
 

Perceived Market Risk Declines:  The high-yield spread fell below 5% to 4.79%.  The 

high-yield spread is a measure of risk in the bond markets.  The lower the spread, the 

higher probability companies will not default on debt, and vice versa.  5% has 

historically been an important threshold level. 

 



 
 

10-year Treasury Rate Falls:  This appears to be in reaction to divided government 

(Republican Senate, Democrat House) whereby government spending is less robust 

than it might have been under a single political party.  Lower rates generally are a 

positive for stock values. 

 

 
 

Growth Stocks Fly:  The NASDAQ 100 is up roughly 9% since market close, 

November 2.  This appears to be the result of 1) lower interest rates causing out-year 

earnings estimates to have greater value, 2) less than expected regulation because of 

divided government and 3) an expectation for continued economic expansion. 

 



 
 

 

Marijuana High:  The Alternative Harvest ETF (MJ) is up roughly 12% since the 

November 2 market open.  Four more states (AZ, NJ, SD, MN) passed legislation to 

legalize cannabis putting the number of states at 15. MJ is factoring in this news and a 

higher probability for the legalization of marijuana nationally. 

 

 
 

Delta Market Sentiment Indicator (MSI) is positive.  From October 12 through the 

end of the month, the S&P 500 depreciated by about 8% on rising uncertainty primarily 

caused by the presidential election.  Had the market not enjoyed the powerful post-

election rally, the MSI would have been technically bearish.  From a price momentum 

standpoint, the election caused the intermediate term outlook to remain bullish. 

 

 



Dividing government is like placing a mute in a trumpet.  We can hear the sound but at 

a lower volume and with an altered timbre (tone quality).  For investors, we should see 

another round of stimulus albeit smaller than had the Senate flipped.  We may also not 

see tax increases to the extent we may have with a Democrat controlled federal 

government.  In any event, the uncertainty of who is president is nearly resolved and 

reduced uncertainty is a boost for stocks. 

 

Give Us a Call Today    

 

We have unique and sophisticated investment methods that seek to capture the stock 

market’s gains while minimizing drawdowns in bear markets. If you would like to learn 

more about how we manage money, we invite you to give us a call at (415) 249-6337, 

visit www.deltaim.com or email us at info@deltaim.com.  
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