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Reopening Optimism
• Evaluating Valuations

• Valuations have pushed higher after the dramatic rally, but 
opportunities may exist further down the cap spectrum

• Reporting on Reopening
• Reopening progress continues as COVID-19 case growth plateaus and 

consumer spending improves 

• In the Midst of the Earnings Recession 
• 2020 earnings growth is expected to dip negative, but a substantial 

earnings rebound is anticipated for 2021
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Evaluating Valuations

• Market Marches Steadily Higher. The S&P 500 finished last week at a level only ~1%
lower than it did to start the year, continuing a market rebound that has been
almost as quick and dramatic as the crash. Along the way, valuations have started
to creep higher on U.S. large-cap equities, which appeared like a relative bargain in
late-March. Now, valuations are starting to return to pre-pandemic levels.

• T.I.N.A. – “There is No Alternative.” A big driver for equity performance continues to
be the relative value they provide with respect to other asset classes. The traditional
alternatives to stocks are cash (which is currently yielding pennies on the dollar) and
fixed income (where yields continue to sit near historic lows). The Fed is largely to
thank for that, due to their aggressive moves to backstop the financial system with
liquidity and ease access to credit. Faced with higher dividend yields on the S&P 500
than interest rates on the 10-year Treasury Note, many have flocked to stocks.

• Seeking Value in an Increasing Expensive Market. The S&P 500 is an increasingly top-
heavy index, where the top 5 stocks (Microsoft, Apple, Amazon, Facebook and
Google) have contributed more to the index’s performance since the late-March
low than the entire materials, real estate, utilities, communications services and
energy sectors combined. Beyond these high-flying growth stocks, which have set
the pace in the market’s recovery, there may be opportunities for investors further
down the market capitalization spectrum.

Valuations have pushed higher after the dramatic rally, but 
opportunities may exist further down the cap spectrum

Valuations Continue to Creep Higher
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Reporting on Reopening

• COVID-19 Case Growth Declines. A second wave of COVID-19 infections and
subsequent economic shutdowns remains the largest concern for investors.
However, the five-day moving average of net new active COVID-19 cases in the
U.S. has fallen sharply since early-April. At the peak of the crisis, the average was
25,000 per day; now, the average is below 5,000. Case growth outside of the New
York Tri-state area remains relatively flat, while cases in the Tri-state area continue to
decline, driving nationwide progress toward reopening.

• Glenmede’s Reopening Index. In the fast-moving environment triggered by the
pandemic, traditional economic indicators (e.g., retail sales) are simply not timely
enough to track reopening efforts. Glenmede’s Reopening Index seeks to measure
the reopening of the economy via a combination of high-frequency data from daily
and weekly economic indicators. As of now, the model estimates that ~18% of
economic activity that was lost due to social distancing has been regained thus far.

• Consumer Spending, Economic Salvation. Consumer spending remains a vital
barometer for investors to track as it accounts for about two-thirds of all economic
output in the U.S. High-frequency data compiled by Opportunity Insights shows a
recent recovery in spending since the release of federal stimulus payments. As
companies begin to implement reopening plans, it will likely take time to resume
business as usual, and retailers may be met by a changed consumer.

In the Midst of the Earnings Recession 

• Q1 Earnings Growth Negative. With approximately 99% of companies in the S&P 500
reporting so far, the blended year-over-year growth rate for Q1 2020 earnings, which
is a combination of actual results and analysts’ expectations for companies that
have yet to report, stands at -15.4%. Before companies began to report, this figure
sat at +4.5%, highlighting a significant deterioration in earnings growth expectations
during the COVID-19 pandemic.

• Q2 Earning Growth Will Be Worse. The consensus estimate for Q2 2020 earnings
currently sits at -43%. The S&P 500’s rally from its March low has come alongside
increasingly vocal declarations that the market is only pricing in a “V”-shaped
recovery. However, reopenings are proceeding and treatment developments have
been positive. Corporate borrowing costs have fallen near all-time lows and
persistent fiscal/monetary support measures are all likely supporting the “there is no
alternative” (T.I.N.A.) argument.

• Anticipating the 2021 Earnings Rebound. Earnings for the S&P 500 are currently on
track to decline roughly 21.4% in 2020. However, looking ahead to 2021, earnings
prospects appear more optimistic, with consensus estimates for earnings growth
standing at +28.1%. Progress made on the reopening front is attributed to this
positive outlook. Still, many investors are watching for potential longer-term trends
relating to the coronavirus for signs that the pandemic may affect corporate
earnings more permanently.

Reopening progress continues as COVID-19 case growth 
plateaus and consumer spending improves 

2020 earnings growth is expected to dip negative, but a 
substantial earnings rebound is anticipated for 2021
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