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Marcy Keckler:  

Hello. I’m Marcy Keckler, Vice President of Financial Advice Strategy at Ameriprise 

Financial. Our conversation today is one of a series of audiocasts that we’re doing, and 

you can hear more at Ameriprise.com/marketvolatility. Recently, we invited clients to 

join a call with some of our markets and economic experts and financial planning experts 

to hear insights on what’s happening today, and we also had a chance to get clients’ 

questions directly from them. And in that conversation, unfortunately, we didn’t get to 

answer all of their questions, and so today, I’m looking forward to addressing some more 

of those questions from clients with my colleague, David Joy, who’s joining me. David is 

our chief market strategist for Ameriprise. Welcome, David. 

 

David Joy:  

Thank you, Marcy. Pleasure to be with you.  

 

Marcy Keckler: 

So David, as you know on that call, we had so many great questions that came in from 

clients, some of which we didn’t get to. One theme that we didn’t get to that I would love 

to hear your thoughts on is about how the recovery, if you will, at least partial recovery 

that we’ve seen in stock prices can be warranted given what we’re seeing in terms of 

negative earnings outlooks and, you know, overall economic challenges. Can you share 

some thoughts about why the market is behaving the way it is even in light of the current 

environment?  

 

David Joy: 

Yes. Well, this is a, a big topic of conversation currently. It’s perplexing a number of 

people, including a lot of professional investors who have been in the industry for some 

time. But I think the short answer is that the stock market tends to look forward, perhaps, 

anywhere from, let’s say, six months to as much as two years into the future, and then 

reflects that in the current level of prices. And in this case, obviously, that means that the 

stock market is anticipating that we will get beyond this period of volatility and 

eventually get back to normal. What we don’t know is when and how long that might 

take. But nevertheless, our own forecast anticipates that the economy will begin to 

recover in this year’s third quarter and that corporate earnings growth will begin to 

resume once again. And so if you think about the fact that the federal government has 

supplied a massive amount of financial support both fiscal and monetary, that has 

stabilized conditions and allowed investors to focus on the idea that okay, you know, 

eventually we will get beyond this and move to a better environment. And there have 
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been some signs of progress. We’re starting to see the economy reopen slowly. We’ve 

seen some hints that progress has been made on the medicinal front, and there has been 

some progress in flattening the curve, so-called curve of, of virus infections. So there are 

some positive things that are being reflected in the marketplace, but it’s primarily because 

the, the stock market tends to look forward.  

 

Marcy Keckler: 

That’s helpful to understand. You know, I think of it is as sort of maybe the markets are 

investors broadly have said yeah, we know the second quarter is not going to be great and 

we’ve accounted for that and we’re looking forward to, as you said, some of those things 

to be optimistic or hopeful about happening. But, you know, David, what if they don’t? 

And so I think this is another question that we heard from some of our clients really 

asking about what are the chances that we might see a new dip or even a new bottom, so 

to speak, in the markets, you know, later this year. What are your thoughts on that?  

 

David Joy:  

Yes, well, you know, coming out of a sharp selloff and subsequently quite sharp rebound 

that we’ve experienced this time around, it would not be a surprise if prices retested to a 

certain extent, previously low prices. Doesn’t mean we have to go all the way to the lows 

that we saw in the middle of March or, or towards the end of March, but nevertheless, it 

wouldn’t be surprising at all. History tells you that in these types of episodes, more often 

than not, you do get some kind of a retest. But I think it would take in essence an 

economic relapse, if you will, in order to be a catalyst for that. In other words, some of 

the types of signs of progress that I just mentioned might have to turn out worse than 

anticipated. I would say maybe at the top of that list would be if we were to experience a 

so-called second wave of, of virus infections that then resulted in the economy being shut 

down to some extent. I think that would, might, might be a catalyst that would do it, but 

it's not inevitable that we get a retest. It doesn’t have to happen, and additionally, the 

rebound this time has been so strong, one of the strongest in history, I might add, that it 

suggests that if we do get a retest, it might be relatively mild by historical standards. So 

don’t be surprised if we see one but as I say, it’s not inevitable and we might just not get 

one this time, might be able to avoid it.  

 

Marcy Keckler:  

Thanks, David. And so one of the other themes that we heard from clients’ questions is 

around people particularly who are already retired and part of their retirement income is 

really counting on dividends from investments that they hold. And so I’m interested in 

your thoughts as, you know, we just are in sort of earnings announcement season or at the 

tail end of it. How should we thinking about companies’ balance sheets and, you know, 

what should we look for to think about the, you know, reliability or maybe viability of 

their dividend payments?  

 

David Joy:  

Well, you know, if you think about the nature of this economic slowdown, very unusual 

circumstances where the economy goes from, you know, traveling at 60 miles an hour to 

a virtual stop, and that means that corporations are being starved of revenue, which is in 
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essence the raw material for dividend payments. And so this is one of those times where a 

balance sheet analysis becomes extremely important to determine which companies are 

sound enough to be able to manage through this period of turmoil and yet continue to pay 

their dividends, reward investors for their loyalty, and continue to pay those dividends. 

So the, you know, the so-called search for quality is of paramount importance in this type 

of an environment. And one of the ways you can think about that is there is a category of, 

of stocks referred to as dividend aristocrats that have paid dividends and rising dividends 

consistently for at least 25 years as members of the S&P 500. Those are the types of 

quality companies in this environment that you want to be focused on. At the other end of 

the spectrum, there may be a tendency I think to reach for the highest dividend yield 

available. But often time, high dividend yields are indicative of company stress. They 

may be yielding higher than the average for very negative reasons. And so this is one of 

those environments where it’s extremely important to focus on quality, stability, good 

management, that has a history of paying dividends, you know, through both good and 

bad times.  

 

Marcy Keckler: 

That’s a good reminder that, you know, looking at the holdings inside of different 

investments is really what our, you know, professional investment managers are doing 

and what financial advisors can help clients with. So although I take your point about the 

importance of looking at company balance sheets, I do think it’s an important reminder 

for clients that that’s one of the things you can lean on your advisor for and that you and 

your advisor can lean on the professional money managers that you’ve engaged to help 

with your investment approach, so good reminders.  

 

David, one related question on dividends is can you share kind of what, what has 

happened with dividend paying companies in prior financial challenges like the Great 

Recession? You know, do most companies wind up having to reduce or suspend 

dividends, how common is that, and, and what would we expect if we tried to learn from 

history?  

 

David Joy: 

Well, you know, the most recent example, of course, is during the Great Financial Crisis 

and during that episode, we saw a cut in aggregate dividend payouts by about 25%. So 

when companies are in stress, dividends is one potential source of cash that they can, you 

know, alter their strategy toward to make sure that they can make it through a very 

difficult economic period. We also saw a decline at the same time during that episode of 

about 50% in stock buyback experience. So, so it happens and it can happen for good 

reasons and it may be the prudent thing to do to make sure that a company survives. 

Now, this time around, we’ve already seen a number of companies alter their dividend 

policies, roughly about 130 or so companies of various sizes, not just the, the largest 

companies, but of various sizes have already either cut or suspended their dividends, so it 

is happening again. And I think somewhere around 30 of those companies are in the S&P 

500. So, so it is happening. Again, now the question is will it replicate the experience of 

the financial crisis? I think there’s some evidence to suggest that it might not be as bad 

this time and the reason I say that is if indeed we start to recover economically and in 
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terms of corporate earnings starting in the third quarter, this will be a relatively much 

shorter episode than the financial crisis. Now, we won’t get back to full normal economic 

activity right away but it’s likely to be shorter episode, if all goes well. So that’s one 

reason. Another is if you look at the futures market, it’s indicating that collectively, 

investors don’t expect dividends to drop as much as they did during the crisis. As I said, 

that was 25% this time. The futures index is indicating about a 15% decline. But, but a 

decline nevertheless. The other it’s interesting, however, I should point out that not all the 

news on this front is bad. Some 20 or so companies in the S&P 500 have raised their 

dividends this quarter, so there are some winners and losers in the whole dividend issue, 

but this is one of those times where you, you, you are seeing dividends cut and, you 

know, it’s something to be expected. Now, they’re not always permanent cuts by any 

means, so, you know, you can look forward maybe to some of those being resumed down 

the road when circumstances normalize.  

 

Marcy Keckler:  

That’s great. And I will just add the perspective that I think especially for clients who are 

already in retirement, you know, thinking about dividends is important but not the total 

picture for your retirement income, and that’s really where advisors can help clients, 

especially those who are already retired, make smart decisions about where to get the 

money that they need and, you know, how dividends fit into that picture and, and being 

able to look at all the available sources.  

 

So David, one final question that I want to get to in our conversation today is one that we 

heard from a number of clients, and that is about particular sectors of the economy that 

investors should either think of as places to steer clear of or places that might have 

opportunity. Can you share your thoughts on different sectors and what they look like in 

the current environment?  

 

David Joy: 

Well, in the present environment, we have a recommended overweighting in three of the 

11 S&P 500 sectors. They are consumer discretionary, healthcare, and real estate. Each 

has different properties but there are a number of individual companies within each that 

we find attractive. At the opposite end of the spectrum, there are two sectors that we are 

recommending an underweight in. One is energy, which has come under a lot of pressure 

recently because of falling prices due to lack of demonstrate and overproduction as well 

as the utilities sector, which in this environment is defensive in its characteristics and we 

simply think that there are better opportunities elsewhere as the economy begins to 

recover.  

 

Marcy Keckler: 

That’s great perspective and as you describe it, it makes me think about even what I’m 

experiencing and, and what I’m seeing in my circle of friends and family. I, you know, 

you mentioned kind of consumer discretionary and I think about all the Amazon 

shipments that I see on people’s doorsteps in my neighborhood and, and when you 

mention energy, although it’s rare, I have still gone to fuel up my car a couple of times 

and boy, the prices are low, so those sector indications, they, they make sense as we think 
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about what’s happening in the world. And so, you know, David, if investors who are 

listening have questions about this, how can they learn more and, and what would you 

recommend that they think about?  

 

David Joy: 

Well first of all, speak with your financial advisor. They can answer most of your 

questions as it relates to these types of issue that we’ve been discussing. As it relates to 

individual sectors and companies, there are a number of publications that are available for 

your perusal with the help of your advisor that talk about the re- - reasoning behind our 

recommendations of both the sector and at the individual company level. Certainly no 

shortage of available resources to help you make well-thought-out and educated decisions 

about your portfolio.  

 

Marcy Keckler:  

That’s great, David, and I especially always enjoy reading the quarterly capital markets 

digest that you and your colleagues put out, so thank you so much for joining me today. 

And thanks to all of our clients for listening to today’s conversation. I will just remind 

you that your advisor is here to help you take this information and help apply it to your 

own individual situation. Your advisor knows about you, your goals, your family, what’s 

important to you, and they can help you make decisions that can help you feel more 

confident in this environment. So lean on them and thank you for joining us today and I 

hope you continue to take good care of all those around you and stay safe.   

 

Finally, before we leave, I’d like to share some important disclosure information.  

 

The views expressed are as of the date given. May change as market or other conditions 

change and may differ from views expressed by other Ameriprise Financial associates or 

affiliates. Actual investments or investment decisions made by Ameriprise Financial and 

its affiliates, whether for its own account or on behalf of clients, will not necessarily 

reflect the views expressed. This information is not intended to provide investment 

advice and does not account for individual investor circumstances. Individual securities 

referenced are for illustrative purposes only, subject to change, and should not be 

construed as a recommendation to buy or sell. 

 

This information may contain certain statements that may be deemed forward looking. 

Please note that any such statements are not guarantees of any future performance and 

actual results or developments may different materially from those discussed.  

 

The S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The 

S&P 500 Index is weighted by market value or shares outstanding times share price and 

its performance is thought to be representative of the stock market as a whole. The S&P 

500 Index was created in 1957. Although it has been extrapolated backwards to several 

decades earlier for performance comparison purposes. This index provides a broad 

snapshot of the overall US equity market. Over seventy percent of all us equity value is 

tracked by the S&P 500. Inclusion in the index is determined by Standard & Poor's and is 

based upon their market size, liquidity and sector. 
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An index is a statistical composite that is not managed. It is not possible to invest directly 

in an index.  

 

In general, equity securities tend to have great price volatility than debt securities. The 

market value of securities may fall, fail to rise or fluctuate, sometimes rapidly and 

unpredictable. Market risk may affect a single issuer, sector or the economy, industry or 

the market as a whole.  

 

Dividend payments are not guaranteed and the amount if any can very over time.  

 

Past performance is not a guarantee of future results.  

 

Investment advisory products and services are made available through Ameriprise 

Financial Services. LLC, a registered investment adviser.  

 

Ameriprise Financial Services, LLC, Member FINRA and SIPC.  

 

 


