
 

 

 

 

 

 

 

 

3rd Quarter Market/Economic Update 

October 10, 2024 

“Economics is only considered the dismal science because economists are so often called on to clean up after 

innumerate politicians.” -Ted Seay  

“Practical politics consists in ignoring facts.” -Henry Adams 

“Statesmen tell you what is true even though it may be unpopular. Politicians will tell you what is popular, even 

though it may be untrue.” -Anonymous 

Welcome to fall.  It is probably my favorite time of the year.  The weather cools, football season is in full 

swing, and VCU’s basketball season is about to begin.  Every four years the fall also brings us a national election.  The 

2024 Presidential election is less than a month away, and I cannot wait until it’s over.  In my quarterly letters to you, I 

rarely touch on politics, but I will make an exception this time and spend much of this letter on the economy and 

presidential election.  I am doing so because over the last few months, I have gotten questions from at least two 

dozen clients asking what the election could mean for the economy and their portfolio.  The purpose of this update is 

hopefully to put the 2024 election into perspective as it relates to financial markets and the U.S. economy. 

Before I go there, let me just say thank you to all of you who braved the rainy weather and made it out to our 

client appreciation party on September 30th.  In spite of the weather, we had 130 people, give or take a few, show up 

and enjoy the band, the food, and the libations.  It was a fantastic event, and it was good to see so many of you 

enjoying yourselves.  For those of you who couldn’t make it, we hope to see you at our next party in 2026.  We’ll be 

posting pictures of the event on our website soon.  Now back to the election.             

I’ll start with some history on incumbent parties, with much of the data courtesy of Ned Davis Research.  Let 

me be clear: I will do my best to present facts in a non-partisan way that will allow you to see through the hyperbole 

and misinformation that both parties engage in far too often.   

Recessions and major market declines don’t typically bode well for incumbents.  Since 1952, no party has 

retained the White House when either a recession or a bear market has taken place in an election year.  When the 

economy has been in recession on Election Day, the incumbent party has lost 80% of the time; incumbents have lost 

only 33% of the time when the economy was in expansion.  Right now, the economy is in good shape.  Inflation has 

come down, unemployment is low, productivity is rising a bit, and the economy continues to grow.  Many economists 

expected a recession in either 2023 or 2024, and it has not materialized.  These are just the facts.   
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Regardless, what seems to matter most is not whether a recession has been declared by the National Bureau 

of Economic Research, but rather how voters feel about the economy.  In poll after poll, it seems that people don’t 

feel as good about the economy in spite of the relatively positive economic data we are seeing.  Why the disconnect?  

In my opinion, it is partly because of prices staying stubbornly high for things like food and fuel.  Often, people 

mistake a lower inflation rate with prices falling.  That is incorrect.  A lower inflation rate simply means that prices are 

rising slower than they were previously.  Another reason for the disconnect between the economic data and how 

people feel about the economy may also be because we are inundated with so much misinformation, half-truths, and 

exaggerations by cable “news” outlets.  Note that I put news in quotation marks, because most of what is on cable 

news isn’t news at all.  Rather, it is opinion designed most often to push a narrative.      

 Most of the election questions I have gotten center around the following theme: will the stock market crash 

or the economy tank if VP Harris wins?  While no one can predict the future with any certainty, I’ll say the answer to 

that question is NO.  This is not to suggest that there won’t be some increase in volatility.  That would be natural, 

especially as Harris may be less business-friendly than Trump.  Markets are discounting mechanisms, and with the VP 

a part of the current administration, investors may have already discounted a Harris victory.  That’s how markets 

function; they discount things ahead of time.   

On the positive side of the ledger, central banks around the globe are starting to cut interest rates, or at least 

not hiking rates in a few cases.  That means the cost of capital is falling for businesses and consumers.  We have new 

technology just beginning to reshape companies and industries.  It’s still the early innings of the so-called AI 

revolution, but it appears to be a promising way to increase productivity and efficiency in the economy.  (I still worry 

about security issues as it relates to AI, but that’s a topic for another day.)  Regardless of who is elected president, 

the AI revolution will continue.  There are other positives I could point to as well, but I won’t for time and space 

considerations.  Thus, with the caveat that things can change rapidly and an exogenous shock to the global economy 

can appear at any time, the fact of the matter is this: the U.S. economy is still in good shape, even though it has 

slowed recently.  A recession does not appear imminent at this time, and the risk of recession in the U.S. between 

now and early 2025 seems remote.      

So, what concerns me?  Simply put: DEBT, particularly U.S. Government debt.  To my knowledge, neither 

Harris nor Trump have made reducing our debt a priority.  In fact, I don’t think either of them has mentioned it.  They 

both continue to advocate for more and more spending without a way to pay for it, other than by increasing our 

fiscal deficit and our total government debt.  One of the things that disappoints me about both presidential 

candidates is they are each making promises that ignore the reality of economics.  Courtesy of Howard Marks, I’ll cite 

two examples, one from each candidate.  VP Harris has vowed to go after grocery store profiteering.  Grocery stores 

are one of the lowest profit margin businesses around, so her vow reflects a meaningful lack of understanding of the 

problem of high grocery prices.  (Kroger’s profit margin over the last year is around 2%; Wal-Mart is about twice that 

of Kroger, at around 4%.  On the other hand, Apple’s profit margin is about 30%, and yet no one complains about 

Apple’s profits.)  Meanwhile, Trump’s call for across-the-board tariffs imposes costs on American consumers that he 

ignores.  Tariffs are directly paid by importers, typically domestic companies that are bringing goods into the country. 

For example, if the U.S. imposes a tariff on Chinese televisions, then the tariff (or duty) is paid to U.S. Customs and 

Border Protection by a U.S. importer like Best Buy.  More often than not, the importer (Best Buy in this example) 

then passes on the extra cost to consumers.  Thus, it is typically U.S. consumers who end up paying the tariff.  Now, 
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please understand that specific tariffs on certain goods may be a necessary tool in geopolitical negotiations, but 

across-the-board tariffs on everything runs the risk of raising prices for U.S. consumers.   

In a recent memo, Howard Marks also wrote the following: “…politicians can promise whatever they want 

regarding the economy, but they won’t be able to deliver if their promises fly in the face of economic reality because, 

ultimately, the laws of economics are incontrovertible.  Free economies are driven by self-interested decisions made 

by millions of producers and consumers, employers and employees, and savers and investors.  Governments can pass 

laws designed to encourage or even compel behavior, but in general they can’t mandate economic outcomes.  There 

are so many moving pieces and second-order consequences that governments can’t engineer both prosperity and the 

specific economic outcomes that policymakers may seek.”  If I could, I’d drop the mic right now.  History is littered 

with examples of failed government policies trying to mandate economic behavior.  The wishes of idealists don’t 

govern economies, economic rules do.  Those rules must be respected and cannot be overridden without 

consequences.  Marks concluded the memo by saying, “In the world of politics, there can be limitless benefits and 

something for everyone.  But in economics, there are only tradeoffs.”     

 The reality is this: we are all part of a global economy.  As such, the U.S. economy is too big and complex for 

any one elected official to have an outsized influence over it.  That’s not to suggest that policies don’t matter.  

Policies absolutely do matter.  However, in my 30+ years of wealth management, I’ve seen recessions and bear 

markets under both Republican presidents and Democrat presidents.  I’ve seen economic growth and bull markets 

under presidents from both parties.  According to data from Ned Davis Research, throughout history, the best 

markets and economies are when we have a split in government.  In other words, whichever party controls the White 

House, the economy and markets tend to do best when the other party controls at least one house of Congress.  

What have we had the last two years?  A democrat in the White House, the democrats controlling the Senate, and 

the republicans controlling the House of Representatives.  In other words, a split government.  In those two years, 

we’ve had good economic growth and good financial markets.  I believe a reason the split government has had the 

best results economically are because the split forces the government to be more moderate in economic legislation, 

with neither party’s extreme side getting what they desire.   

Let me be very clear: there are certainly lots of other considerations for how one decides to vote, but I have 

chosen to focus solely on the economic and financial items in this letter.  I am also not trying to promote or dismiss 

any candidate.  How you vote is none of my business.  I did want to help you wade through the plethora of 

misinformation I see out there with regard to the economy and financial markets.  Sadly, this misinformation has 

become far too prevalent in our society. 

A quick word on markets: the cyclical bull market in U.S. equities is approaching its two-year anniversary.  

While valuations are a little stretched historically, as long as earnings hold up well, and central banks continue to 

loosen monetary policy around the globe, then the bull can continue to run.  However, another single-digit correction 

before year-end wouldn’t surprise me at all.   

 Housekeeping notes: 1) HFA can manage workplace retirement plans.  We’ve launched a fully compliant 

partnership with Pontera, and a number of clients have already signed up for this service.  So far, so good.  2) We are 

also investigating other services which we may be able to offer you through Pershing and other partnerships we 

maintain.  3) I want to remind everyone of the importance of an annual review.  Not only is it a compliance 

requirement for me, but it is also just a good thing to do, like an annual check-up with your doctor.  It helps us to 
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identify areas that may need modifying in your financial life and to keep you on track to reach your family’s goals.  4) 

Any 529 plan contributions you intend to make for tax year 2024 must be in by December 31, so please plan 

accordingly.  Tax planning is a very important piece of wealth management; it’s also a year-round endeavor, so please 

don’t hesitate to reach out to us for help in that regard.  5) A copy of our ADV and our Privacy Policy are available 

upon request.  Please let us know if you’d like to have either or both.      

I hope you and yours are healthy and enjoying the start to fall.  Special wishes go out to our clients in Florida 

as they deal with the aftermath of Hurricane Milton.  Please let us know if there is anything we can do for you.  We’re 

always here to help.  From all of us at HFA, thank you for your continued trust, confidence, and loyalty.  It is a joy and 

a privilege to work with you and your family.    

       Best wishes, 

       Harvey E. Hutchinson IV 
       Harvey E. Hutchinson IV 
       President 

 

 

 

 

 

 

 

Disclosure: Clients of HFA are long the common stock of Apple (AAPL) and Wal-Mart (WMT). 

 

Securities offered through World Equity Group, Inc (“WEG”); member FINRA and SIPC, a Registered Investment Adviser.   

Hutchinson Financial Advisors, Inc. (“HFA”) is a Virginia registered investment advisory firm.   

Hutchinson Financial Advisors, Inc. (“HFA”) is not affiliated with or owned or controlled by World Equity Group, Inc. (“WEG”). 

 

The opinions in this letter are those of the author as of October 10, 2024, and do not necessarily represent the opinions of World Equity Group 

(WEG) or its officers and employees.  All opinions expressed are subject to change without notice.  There is no guarantee that the current market 

will yield the same results as in the past.  This material has been prepared or distributed solely for informational purposes and is not a solicitation 

or an offer to buy or sell any security or instrument or to participate in any trading or investment strategy.  The Standard & Poor’s 500, 

NASDAQ, Dow Jones Averages, Russell Indices, Philly Banking Index, Goldman Sachs Commodity Index, MSCI World Stock Index and the 

Lehman Brothers Aggregate Bond Index are unmanaged indices and are not available for direct investment.  Sources of information used in 

preparing this letter may include the following: Ned Davis Research, Barron’s, the Wall Street Journal, and CNBC. The data and analysis 

contained herein are provided “as is” and without warranty of any kind, either expressed or implied.  Any securities mentioned in this letter may 

not be suitable for all investors; the value and income they produce may fluctuate due to many factors.  

               

   

  

 

 

 


