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The Winding Road to Recovery
Only halfway through the year, 2020 is already historic by
several measures. This includes the first global pandemic
since 1918-19, a faster stock market downturn than
October 1929 (which kicked off the Great Depression),
and protests in hundreds of American cities echoing those
of the late 1960s. On the Main Street economic front,
tens of millions of American workers have lost their jobs
or been furloughed, there has been a sharp contraction in
economic activity, and oil traded below zero for the first
time ever.
The U.S. officially entered a recession in February as
the pandemic swept across the country and lock-down
measures went into effect. Yet, here we are just four
months later and the stock market has recovered much
of its losses. While many media headlines point out the
current market “disconnect” between the Main street
economic damage and strong stock market recovery, at
Trust Company of Oklahoma we believe that this market
recovery is similar to others in the past and signals that
the U.S. economy is expected to begin growing again
later this year.
The risk remains of another wave of Covid-19 infections,
unexpected delays in the production of an effective
vaccine, or perhaps a double-dip recession, but absent
those events, we are confident that a new economic
expansion and bull market is on the horizon given the
depths of the current downturn.

MARKET RECAP
The S&P 500 posted its strongest quarterly returns since
1988. These returns contrast with the 20% decline in the
S&P 500 in the first quarter. International markets have
continued to underperform YTD.
Second Quarter

YTD

STRONG STOCK MARKET GAINS SIGNAL
ECONOMIC RECOVERY
Before considering some interesting economic data, it
is instructive to know that there’s good reason why the
stock market is often called a “discounting mechanism.”
Investing is inherently based on future expectations, with
a good rule of thumb that the market leads the economy
by three to six months.
According to the analysis on the following page, showing
the last 10 recessions going back to the 1950s, the
average recession lasts about 10 months. Perhaps
remarkably, the stock market has hit bottom four months
before, then rallied 25% by the end of a recession on
average (see chart on page 2). Making matters difficult
for investors, one never knows beforehand when a
recession will end, so timing this bounce is nearly
impossible.
To put this 25% “recovery bounce” in perspective,
consider that U.S. large-cap stocks (i.e. S&P 500 index)
have returned on average 9.8% compounded annually
from 1925 through 2019, according to the Center for
Research in Security Prices (CRSP).
In other words, coming out of the depths of a recession,
the market typically recovers
about 2 ½ years’ worth of gains
in the span of just four months!
This is why market timing is
so dangerous, particularly
around economic cycles, and
we recommend that investors
stay the course through market
downturns.

Last 12 Months

S&P 500

20.5%

-3.1%

7.5%

EAFE (International)

14.9%

-11.3%

-5.1%

NICK GALLUS, CFA
Senior Vice President
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VIEWPOINT

It does not surprise me. Trust Company of Oklahoma
is a solid organization because of the competency of
our employees, the way we conduct our business, and
the devotion to serving you with the highest level of
professionalism through ups and downs.

A Message From the Desk of Tom Wilkins

The last few months have been filled with challenges.
Both individually and as a society, this has been a
transformational time, often filled with uncertainty and
fear. The 2020 pandemic brought us all lots to think
about and tough decisions to make.

We take pride in remaining focused on our founding
mission and values, and I am fortunate to rely on the
skills and knowledge of our professionals at TCO. They
serve our clients tirelessly. So I would like to take a
moment to thank our professional team.

Our employees and our company have proven to be
strong and resilient. Everyone, from the dedicated
operational professionals to our diligent management
team, stepped up and led us through the complicated
challenges of maintaining our services through a
worldwide pandemic.

And as always, thank you for your continued confidence
and for allowing Trust Company of Oklahoma to serve
your family and your organization.

THOMAS W. WILKINS, Chairman & CEO

2020 RECESSION IN PERSPECTIVE

restaurant seating, among others. All these data points
indicate the same conclusion – the U.S. economy likely hit
its lowest point in mid-to-late April.

Relating these historical figures to 2020, the S&P 500
hit a closing low of 2,237 on March 23 and was up more
than 25% to above 2,800 by April 14, just 15 trading days
later! True to historical precedent, it appears that the
stock market rebounded before the U.S. economy hit a
low point in terms of economic contraction in the second
half of April. With the benefit of hindsight, it appears that
the 2020 recession could be one of the shortest, at two to
three months long, but one of the most severe recessions
in history.

One of the most interesting statistics among these has
been the OpenTable restaurant seating data. There are
shortfalls in the consistency and completeness of this
data, but OpenTable also displays data by state and
city, which is insightful (see chart on page 3). When the
pandemic first started impacting our economy in late
February, a drop-off in seated restaurant diners was one
of the first indicators that trouble was brewing.

REAL-TIME ECONOMIC DATA

RESILIENCE IS AN IMPORTANT FEATURE OF THE
U.S. ECONOMY

Due to the increasing digitization of the world, there are
several interesting statistics available to measure, in
real-time, the pace of economic recovery. This includes
monthly and weekly credit and debit card spending
data from Visa and Mastercard (which process trillions
of dollars in consumer transactions annually), weekly
unemployment claims, TSA airline passenger check
counts, travel statistics from Apple maps, and OpenTable

While the economy is on the mend from a sharp
contraction, the path of recovery is uncertain, given
increasing spread as the economy re-opens. We do not
know how the coronavirus will present itself through
the summer and in the fall/winter, and what additional
preventative health measures will be necessary.

ECONOMIC RECESSIONS VS. MARKET LOWS
Recession Start

Recession End

Duration

Market Low

Conclusion

S&P 500 Perf. From Low
to Recession End

Jul-53

May-54

10 months

Sep-53

8 months prior

28.5%

Aug-57

Apr-58

7 months

Oct-57

6 months prior

11.4%

Apr-60

Feb-61

9 months

Oct-60

4 months prior

21.3%

Dec-69

Nov-70

10 months

May-70

6 months prior

25.8%

Nov-73

Mar-75

16 months

Oct-74

5 months prior

33.8%

Jan-80

Jul-80

6 months

Mar-80

4 months prior

23.9%

Jul-81

Nov-82

15 months

Aug-82

3 months prior

35.3%

Jul-90

Mar-91

8 months

Oct-90

5 months prior

27.0%

Mar-01

Nov-01

7 months

Oct-02

11 months after

-

Dec-07

Jun-09

17 months

Mar-09

3 months prior

35.9%

Average

4 months prior

24.9%
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However, we can say this: we are all, both personally and
institutionally, much better prepared for other waves
of this virus than we were this past spring. Individuals,
companies, local governments, and the health care
system all know better how to respond if we encounter
another round of community spread. This should give
everyone confidence that the economy should continue
to recover.

sows the seeds of the next recovery, and our dynamic
economy shifts in response.

Economically, we do have concerns about the potential
long-term negative implications of both excessive bond
purchases by the Federal Reserve (dropping interest
rates to extremely low levels) as well as fiscal stimulus
that together have totaled over $6 trillion. However, in
the short-term, the verdict is that both were done with
unprecedented speed in order to get resources into the
hands of people and businesses in short order, helping
blunt the economic impact of the lockdowns and prevent
the economy from spiraling into a depression.

WON’T BE CAUGHT FLAT-FOOTED AGAIN

After the 2008 Global Financial Crisis, the U.S. banking
system shifted from one of irresponsible risk-taking to one
of stability and resilience, which has helped weather the
economy during the pandemic – by quickly distributing
Payroll Protection Program loans, for example.
In the past, the Federal Government has responded to
real or anticipated threats to the country by building
institutions that bring more stability in the future. For
example, the Department of Homeland Security was
created in response to the 9/11 attacks to prevent terrorist
attacks. Similarly, today the important work being done by
the Department of Health and Human Services, Centers
for Disease Control, Biomedical Advanced Research
Development Agency, and other institutions to better
prepare for future virus outbreaks hopefully means we
won’t be caught flat-footed by another pandemic.

DYNAMIC SHIFTS
While some industries, including hospitality, tourism,
and other leisure activities are being particularly hard
hit, it is important to recognize that the pandemic
will be stimulative to many other industries, including
pharmaceuticals and biotechnology, cloud and
super-computing, e-commerce and delivery services,
communications/media, and gaming.

PANDEMIC WAS A TURNING POINT
Looking back in history, big monumental events tend
to be turning points, and almost no one alive today
has experienced anything similar to the pandemic of
2020. We are confident that the wheels are in motion to
build a more robust and quickly-responding healthcare
system and that the shifts currently happening within
the economy will ultimately lead to a new, higher
economic and market cycle.

These shifts currently underway may have long-term
implications in terms of how income is distributed
throughout the country and which sectors of the stock
market grow faster or slower going forward. Each crisis
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Love, Give & Receive

CARES Act Encourages Charitable Giving by Offering Taxpayers New Tax Deductions.
fewer than nine out 10 taxpayers itemize deductions after
the law changes in the 2017 Tax Cuts and Jobs Act.

The word charity evokes the work of people and
organizations to provide for those in need. While this
understanding certainly
captures the modern notion
of the word, its etymological
history tells us that there is a
deeper meaning to be found
in the concept of charity.
Our English word is derived
from the Latin word, caritas.
Caritas is one of many Latin
words to describe the idea
of love, reflecting a selfless
love for humanity. Charitable
works can therefore be
understood as a sign of love.

Itemizers aren’t left out of
the increased incentives.
For those taxpayers,
the deductibility of cash
contributions to public
charities has been increased
to 100% of AGI for 2020.
This increase is a significant
change to the existing law,
which capped deductible
contributions at 60%.
There are also incentives for
businesses which can now
deduct up to 25% of taxable
income, an increased from 10%.

In the context of our current
economic difficulties, I cannot think of a time more in
need of that kind of selfless love. Fortunately, through the
CARES Act, Congress provided new tax incentives for us
to demonstrate love to others during this difficult time.

As you can see, 2020 offers the
rare opportunity to access new tax
deductions for doing something
good.

CARES ACT AND NEW TAX INCENTIVE
For the 2020 tax year, individuals have access to a
new tax deduction of up to $300 for contributions to a
qualifying public charity. Couples can claim up to $600.

If you are thinking about
demonstrating love to others by
making charitable contributions this
year, we encourage you to consult
with your tax advisor to understand
its impact on your specific situation.

This new deduction is “above-the-line,” meaning
that it effectively reduces a taxpayer’s adjusted gross
income (AGI). So, you don’t need to itemize to claim this
deduction, which is especially significant considering that

RYAN SHORT, CFP®
Vice President

SPOTLIGHT

The Tulsa house is a chapter member of Ronald
McDonald House Charities, Inc., an alliance of houses
in 64 countries serving 5.5 million families annually. The
Tulsa chapter operates through its board of directors
and advisory board, comprised of parents, health
professionals, McDonald’s representatives, business and
civic leaders, and community volunteers.
Income streams consist of donations and
endowment earnings.

Each year, hundreds of children travel to Tulsa to be
treated for serious illnesses or injury. For their families,
anxiety over the child’s illness is often
compounded by lengthy hospital stays,
months of outpatient treatment, and the
expense of being away from work and
home. To be close to their sick children,
families would spend their days and nights
in hotels, their cars, or hospital waiting rooms if it were not
for Ronald McDonald House of Tulsa.

Almost everything at the house has been
donated as an in-kind gift: from food,
toothpaste, and detergent to furniture, TVs, and even
a van to help with transportation. Cash is generated
through giving programs, fundraisers, planned giving, and
bequests.

The nonprofit serves between 550 and 600 families per
year, providing them with overnight accommodations,
nourishing meals, well-stocked refrigerator and pantry,
laundry facility, transportation, and staff support to
navigate a difficult time. To qualify to stay at the house,
guests must be referred by a Tulsa area hospital.

The Tulsa area community and the Ronald McDonald
House of Tulsa work together to support those families
whose focus should be on their sick child, not lodging.
Learn more at rmhctulsa.org
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Who Will Make Health Care Decisions
When You Can’t?
few examples of the types of questions your agent will
answer for you.

Our lives were disrupted and our daily routines changed
dramatically since the first days of the COVID-19
pandemic. The “Safer At Home” mandate kept many
of us close to home and allowed us the opportunity to
ask ourselves what is truly important. Undoubtedly, the
answer for the majority of us: those we love. Many Trust
Company of Oklahoma clients also turned their attention
to estate planning to protect
their loved ones should the
worst happen.

The Durable Power of Attorney for Health Care is
designed to be a more general document that will give
your agent broad powers to make medical decisions on
your behalf.
LIVING WILL
The Advance Directive for
Health Care, more commonly
referred to as the living will,
is the document in which you
can provide more specific
instructions as to the types
of life sustaining and other
medical treatments you
wish to receive, generally at
the end of your life. In this
document you may also
make your wishes known
regarding organ donation.
Think of this document as a guide to assist your agent in
making end-of-life decisions for you.

THE ESTATE PLANNING
CHECKLIST
A complete estate plan
includes at its core: a will
and/or a revocable trust, a
financial power of attorney,
a health care power of
attorney, and a living will.
Most often, it is the will
and/or the revocable trust
that gets the most time and attention. Of course, it is
important to make sure that your assets are protected
for you and those you wish to benefit upon your death.
However, arguably just as important is making sure that
you are protected should you ever be unable to make your
own decisions regarding your medical care. Given the
times we are currently living through, let’s focus on two
documents: the Oklahoma Durable Power of Attorney for
Health Care and the Advance Directive for Health Care.
Those two documents take center stage when someone
becomes critically ill.

While we can give ourselves a congratulatory pat on the
back once we have these documents in place, this is not
enough to ensure that our wishes regarding medical care
will be carried out as we would want.
While we are still healthy and able, we should take the
time to speak to those we have designated to make our
decisions for us when we cannot. Let them know that they
are named in our health care documents and make sure
they have ready access to those documents should they
be needed.

DURABLE POWER OF ATTORNEY FOR HEALTH
CARE
Most of us are familiar with the financial power of attorney.
This is the document that authorizes a trusted individual
or entity such as TCO to make financial decisions
and manage financial assets for an individual who is
permanently or temporarily unable to do so.

Have those uncomfortable but necessary conversations
about what a good quality of life means to you and
when is that quality of life gone. Discuss your wishes
regarding organ donation, funeral
arrangements and disposition of
your body when the time comes.

The Durable Power of Attorney for Health Care is very
similar except that it authorizes a trusted individual
(the “agent” or “attorney-in-fact”) to make health care
decisions for a person (the “principal”) who is permanently
or temporarily unable to do so. This document will
authorize your agent to decide what type of health care
you will receive and where you will receive it. What
hospital will you go to should you require that level of
care? What doctors will you see? Will you participate in
clinical trials if you are a candidate? Will you be cared for
at home or in an assisted living facility? These are just a

Presently, there is much that is
out of our control because of
COVID-19. However, we can take
steps right now to have our voice
heard when it comes to our health
care decisions, even if we can no
longer speak.
JOANNA K. MURPHY
Senior Vice President
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P.O. BOX 3627
TULSA, OK 74101-3627

FORWARDING SERVICE REQUESTED

ARE YOU LEAVING YOUR FAMILY
YOUR MONEY? OR A MESS?

(918) 744-0553 | (405) 840-8401
TrustOk.com
Protecting Your Assets
Growing Your Wealth
Advising You for Life.

