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 According to a publication by the IRS on 7/22/2020, all         
taxpayers should be aware of potential tax scams. In our            
ever-changing world, especially in a digital age, it is important 
to remember the IRS will not initiate contact through email. 
The IRS or authorized IRS individuals will never: leave              
pre-recorded, threatening or urgent voice messages, threaten 
to call or notify local police or law-enforcement agencies,     
request immediate payment through credit cards, gift cards, 
prepaid cards or wire transfers or request checks made payable 
to a person or company other than the U.S. Treasury. 
 If you receive an IRS communication via email regarding late 
or past due taxes, the IRS recommends that you forward the 
email to phishing@irs.gov. If you receive threatening calls or 
voicemails, the IRS recommends you report those to the      
Federal Trade Commission.  
 
Reference:  https://www.irs.gov/newsroom/all-taxpayers-should-know-the-
telltale-signs-of-common-tax-scams 

IRS Tax Scams 

Five Things You Should Know About Q3 
 

1. S&P 500 Sets New All-Time High: The US market       
benchmark peaked on Sept. 2nd, closing up +12% for the 
year before ending the quarter +5.5% YTD.  

2. Gold Sets New All-Time High: Gold surged to over $2000 
an ounce in early August before ending the quarter at 
$1885 as the Fed continued to print money at an             
unprecedented pace. 

3. Economy Recovering Faster Than Expected: The                   
unemployment rate dropped from 13% to 9% as the     
economy reopened and demand recovered thanks to fiscal 
stimulus.  

4. New Stimulus Remains Elusive: A planned 4th fiscal     
stimulus package (estimated at roughly another $2T) was 
never finalized as Democrats and Republicans argued over 
the details of the package. Markets fell in response.  

5. Election Jitters: Option volatility spiked for November and 
December as investors moved to hedge risk. 
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Q3 2020 — The Rally Continues 
 

Despite the pull back at the end of the quarter, the rally in markets continued its upward 
trend. The unemployment rate fell faster than expected as the economy slowly reopened 
throughout the summer. The first rounds of fiscal stimulus helped consumer spending    
rebound, and there continues to be an expectation of a fourth round of government     
stimulus. 
 
The S&P 500 pushed to new all-time highs in Q3, less than six months after the March 23rd 
lows. Sector gains were generally broad based (all sectors gained this quarter, except      
energy). As has been the case throughout the year, the recovery was largely driven by  
large-cap technology giants (AMZN, MSFT, GOOG, AAPL and FB) which now make up nearly 
25 percent of the S&P 500 and 40 percent of the NASDAQ. 
 
Late-quarter market momentum weakened as concerns began to mount that election    

results would be contested or         
delayed. Option hedging activity for the month of November spiked. 
 
After peaking on September 2nd, the US stock market suffered roughly a      
–10% correction as fears also grew that a new round of stimulus would not 
be passed until after the election. Meanwhile, Fed Chairman Powell           
underscored the importance of more fiscal stimulus being passed during his 
September 24th congressional testimony saying, “the power of fiscal policy 
is really unequaled by anything else.” Precious metals, a long-time           
benefactor of political uncertainty, surged in Q3 as gold hit a new all-time 
high and silver appreciated +23%. 
 

Investing in the Post-Covid World 

 
Covid-19 has transformed how society interacts, consumes, educates, works, and spends its free time. But what about its effect 
on markets and investing? In this piece we want to review the three most important economic changes in the post-Covid world 
followed by the three biggest implications we see for investors over the next 5-10 years. 
  

Covid’s Economic Impact 
 
Long after a vaccine is found and the world has reopened for business, one of the lasting legacies of the post-Covid world will be 
how the pandemic transformed monetary policy and the economy. To be sure, many of these trends were already in motion, but 
the massive economic shock created by the pandemic shutdown served as an accelerant for what we view as the three most   
significant economic consequences of Covid: 1) zero-interest rates for long-term bonds 2) the Fed’s new role as stimulus enabler 
and 3) the new policy of reflation. 
 
1) Zero-Rate Long-Term Bonds 
 
It is now a reality that long-term government bond yields are the lowest they have been in recorded history. Today roughly 80     
percent of global government bonds trade at yields below one percent. This situation is so unique that understanding markets 
through the historical lens of the past 40 years will be less useful for guidance today. The significance of zero long-term bond 
yields is the fresh limits they place on future Fed stimulus, a recalibration of all asset valuations and the removal of an important 
portfolio protection tool (more on these topics in the “Implication for Investors” section). 
 
2) The Fed’s New Role as Stimulus Enabler (not Stimulator)  
 
Historically the Fed has been the first responder to economic emergencies. However, in the post-Covid world, the Fed’s two    
primary weapons for defending the economy, interest rate cuts and quantitative easing (QE), are now out of ammunition.        
Interest rate cuts served to stimulate borrowing and spending in the economy, but with rates now zero (and society heavily     
indebted) this tool is no longer effective. QE is the process of printing money and buying (mostly) Treasuries to drive asset prices 

S&P 500 Sets New All-Time High in Q3 



 
higher (like stocks and credit) to stimulate spending by the wealth effect. But today, with long-term bond yields near zero and 
stock valuations recovered, this too has limited utility.  
 
The new role for the Fed will be to enable Federal spending, or “fiscal stimulus”, by monetizing the Federal debt (i.e. printing the 
money the government borrows). They will also artificially hold down interest rates on that debt so it remains manageable. This 
effectively transfers the role of economic first responder from the Federal Reserve to the Federal government and fiscal stimulus 
(i.e. emergency spending coordinated between the President and Congress). No wonder markets have been obsessed with the 
probability of a new stimulus package. This coordination of monetary and fiscal policy will be the greatest test of the fiat money 
system since the US went off the gold standard in 1971. 
 
3) The New Reflation Policy 
 
Since the early 1980s, Fed policy has been heavily focused on containing inflation. Fed policy has shifted from concern inflation 
might be too high… to too low. Then the pandemic hit. This caused the Federal deficit to explode to levels not seen since WWII, 
creating levels of debt that taxes alone could never hope to pay down. 
 
Since the real value of debt increases with deflation (and declines with inflation), a policy of reflation has taken on new urgency. 
This year the Fed has begun a shift to focus on pushing inflation higher (and eventually debt burdens lower). This policy gives the 
Fed that much more flexibility to the print money Congress will need to spend. This may signal an end to 00 years of steady     
disinflation as we’ve known it. 
 

The Implication for Investors 
 

1) A New (Higher) Normal for Stock Valuations 
 
There is plenty of concern that stock market valuations have lost touch 
with reality as we all witness the remarkable market recovery this year, 
despite severe ongoing economic weakness. While valuations may not 
be cheap, when we net out the impact of the economic changes          
described above, current valuations don’t look that crazy after all… and 
may be here to stay. The already mentioned zero long-term bond yields 
are the leading cause. 
 
With long-term Treasury yields so low you should expect the prices of 
most every other asset class, from stocks to real estate, to get pushed    
higher. That’s because the valuation of Treasuries and all other asset 
classes are inherently interconnected (as shown in Figure 2). As the    
famous Howard Marks of Oaktree Capital recently wrote, “Money moves 
from one asset class to the next in search of the best bargains, which get bought up until they’re in equilibrium with everything 
else”. With Treasury yields collapsing the valuations of every other asset class (especially stocks) have been pushed higher. Since 
the Fed will need to keep Treasury yields low (to keep interest expense low) these valuation dynamics should persist for many 
years to come. 
 
2) Treasuries Can Become the New Riskiest Asset 
 
US Treasuries have long played an important role in protecting investor portfolios. Typically, when stocks fall sharply during a      
contraction in the economy, Treasury prices tend to spike, providing a critical portfolio counterbalance to stocks. In a typical    
recession or crisis, Treasury yields will fall by 2-0%, causing 10yr bond prices to rise 20-00%. But with Treasury yields now below 
1% across nearly every maturity, these yields have little room to fall until they hit zero. Today that means Treasuries have nearly 
hit their return limit. This removes a long-standing portfolio risk management tool. 
 
Further, with the Fed intent on reflating the economy, any spike in inflation would cause the real return of Treasuries to fall. If     
during the forthcoming stimulus bonanza inflation reignites, this could be awful for after-inflation Treasury returns. Limited     
upside with disproportionate downside risk makes for a horrible investment combination. Since the typical investor tends to hold 
anywhere from 30-50% of their portfolio in these sorts of “safe bonds”… we think it’s time for most investors to rethink their 
bond portfolio. 

Figure 2: Falling Treasury Yields Help Push All Asset Values Higher 



STUFFED PEPPER SOUP 
 

1 lb lean ground beef     2 cloves garlic, minced       1/2 tsp dried basil* 
2 Tbsp olive oil, divided    2 (10.5 oz) cans petite diced tomatoes  1/2 tsp dried oregano 
1 cup chopped yellow onion   1 (15 oz) can tomato sauce     1 cup uncooked long grain white or brown rice 
1 cup chopped red bell pepper  1 (10.5 oz) can low-sodium beef broth  Salt and freshly ground black pepper 
1 cup chopped green bell pepper 2 ½ Tbsp chopped fresh parsley    Cheddar or mozzarella cheese, for serving (optional) 
       
1. In a large pot heat 1 Tbsp olive oil over medium heat, once hot add beef to pot and season with salt and pepper. Cook, stirring 

occasionally while breaking up beef, until browned. Drain beef and pour onto a plate lined with paper towels, set aside.  
2. Heat remaining 1 Tbsp olive oil in pot then add onions, red bell pepper, green bell pepper and sauté 3 minutes, then add garlic 

and sauté 30 seconds longer. 
3. Pour in diced tomatoes, tomato sauce, beef broth and add parsley, basil, oregano and cooked beef, then season with salt and 

pepper to taste. Bring just to a light boil, then reduce heat to low, cover and simmer, stirring occasionally, 30 minutes. 
0. While soup simmers, prepare rice according to directions listed on package, then once soup is done simmering stir in desired 

amount of cooked rice into soup.** 
5. Serve warm topped with optional cheese and garnish with fresh parsley. 
 
TIPS:   
*For more flavor double up on the herbs. This is also good with 2 tsp Italian seasoning in place of basil and oregano. 
**For a thinner soup don't add all of the rice and for a thicker heartier soup add it all. 
**Also, if you plan on having it for leftovers the next day then don't add the rice to the pot of soup, just add it to each individual bowl, then reserve 
the rice in a separate container in refrigerator to add to the soup the next day (otherwise it would turn into mush). 

 
3) The Importance of Real Assets 
 
As investors realize bonds won’t provide protection or returns, where can they go? Real assets are, broadly speaking, assets that 
perform best during periods of rising inflation expectations. Notice the emphasis on “inflation expectations”. It is a common               
misconception that actual inflation must rise before real assets perform well. Just as stocks perform best when growth              
expectations recover… these expectations can rebound long before actual earnings or economic conditions (as the quick market 
bounce of 2020 has demonstrated). With the monetary policy shift described above, inflation is now viewed as a necessity rather 
than a nuisance. Because of this recent and rapid paradigm shift, real assets are under-owned. We think that will soon change. 
 
There are many types of real assets including precious metals, TIPS, real estate, and natural resources (like commodities or their 
producers). Each responds to a different facet of inflation. Gold responds best to expected monetary inflation (the printing of 
money). TIPS respond best to broad expected future price increases (e.g. CPI). Real estate and natural resources respond best to 
housing or raw material inflation. However, stocks, bonds and cash can have performance that ranges from mediocre to            
terrible during these periods of unexpected inflation. The worst economic environment for stocks and bonds is a something 
called “stagflation” which is when growth is weak while inflation is high. This was the environment that prevailed in the 1970s, 
and it was an awful period for traditional stock and bond portfolios, whose returns severely lagged inflation (i.e. purchasing   
power declined). 
 
Even if you think higher inflation or stagflation are low probabilities… the odds clearly are not zero. We think protecting this         
vulnerable flank of your portfolio is more important now than in many decades. Our recommendation is for investors to consider    
shifting a portion of their traditional investment grade bond portfolios into real assets. 
 

Conclusion 
 
Covid may not be with us for long, but its economic and market effects will be with us for much of the next decade.                    
Understanding these changes and how they differ from the world that preceded them is important for investors. We hope you 
can use the insights laid out above to prepare, protect and profit. 
 
Reference: Economic Commentary with permission from Almanack, October 26, 2020. Redistribution is prohibited.  



 

 

October 3, 2020 

October 24, 2020 

Carissa and Andrew Zysset exchanged vows at the Bush 

House Estate in Muncy, PA. Carissa is the daughter of 

Craig and Rhonda Kurtz of Montoursville. She has been 

employed by Hudock Capital Group since October 2018. 

Andrew is the son of Joel and Carol Zysset of Williamsport. 

Congratulations to the newlyweds! 

Amber married David Pennycoff Jr. at St. Boniface Catholic 

Church in Williamsport, PA. Amber is the daughter of    

David and Anna Wright of Williamsport. She has been   

employed by HCG since September 2019. David is the son 

of David and Anita Pennycoff Sr. of Williamsport.          

Congratulations to the new Mr. and Mrs. Pennycoff! 

Amanda and her husband, Bill, welcomed their new baby 

girl, Elyza Mary Phillips, into the world at 7:27 pm,    

weighing 8 lbs 3 oz and measuring 19.5 inches long. Elyza 

Mary and mom are healthy and the new parents and    

sisters are enjoying every second with her.                     

Congratulations to the Phillips family! 

October 30, 2020 
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If you have any suggested topics 
or feedback about the Hudock 
Capital  Newsletter, please feel 

free to call us and share! 

400 Market Street 
Suite 200 
Williamsport, PA 17701 
 

509 S. Main Street 
Athens, PA 18810 
(by appointment only) 
 

Phone: 570-326-9500 
Toll Free: 866-855-0569 
Fax: 570-326-9577 

www.hudockcapital.com 

Hudock Capital Group, LLC is a Registered Investment Advisor. Certain representatives 
of Hudock Capital Group, LLC are also Registered Representatives offering securities 

through APW Capital, Inc., Member FINRA/SIPC. 100 Enterprise Drive, Suite 504,  
Rockaway, NJ, 07866 (800-637-3211). Hudock Capital Group does not render tax              

or legal advice. 

As I sit here thinking about 2020 and all that has transpired, I am awed by the immensity of the changes. Never in my lifetime 
would I have considered the possibility that it would be necessary to protect ourselves and each other against a pandemic with 
mandatory face masks, social distancing, comprehensive restrictions on traveling, “virtual” schooling, a substantial shut-down of 
our economy worldwide, and many other significant changes to our lifestyle. I took for granted my amazingly flexible schedule 
and lifestyle. How I will now appreciate the blessing of sitting in a meeting “maskless” and visiting with a client, a colleague, or a 
family member in person. I vow to never again take for granted the great freedom of communication and the simple joys of    
being with people in a social and/or business setting. I look forward to shaking hands and hugging again.   
 
My hope is that 2021 will be a fresh start, and we can begin to go back to being “normal” in our communication, travel,           
education, business, shopping, and overall lifestyle.   
 
As you reflect on this year, I’d like to share with you some of my favorite quotes about adversity and its role in making us better 
and stronger. Perhaps one or more of these will resonate with you: 

“When one door of happiness closes, another opens; but often we look so long at the closed door that we do not see the one 
which has been opened for us.” Hellen Keller 
 
“All the adversity I’ve had in my life, all my troubles and obstacles, have strengthened me. You may not realize it when it         
happens, but a kick in the teeth may be the best thing in the world for you.” Walt Disney 
 
“Success is to be measured not so much by the position that one has reached in life as by the obstacles which he has overcome.”    
Booker T. Washington 
 
“We make a living by what we get, but we make a life by what we give.” Anonymous 
 
“In any moment of decision, the best thing you can do is the right thing, the next best thing is the wrong thing, and the worst 
thing is to do nothing.” Alfred Henry Lewis 
 
“There is no education like adversity.” Benjamin Disraeli 
 
And to conclude, I end with “Everything will be okay in the end; if it’s not okay, it’s not the end.”                                               
Anonymous Barbara 

Warmest, 


