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Economic Implications of the 2nd Wave
• Tracking the 2nd Infection Wave

• The 2nd wave of infections is triggering states to slow reopening and
even consider renewed economic restrictions

• The Fountain of Stimulus
• Unprecedented monetary and fiscal stimulus is supporting risk assets in

these times of uncertainty

• Can the U.S. Sustain its V-Shaped Recovery?
• The economy enjoyed a “V-shaped” recovery in its initial stages, but

subsequent gains may prove more difficult
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Tracking the 2nd Infection Wave

• Case Counts Continue to Mount. Second wave infection fears have come to the
fore, as the seven day moving average of net new reported COVID-19 case counts
has hit a new high of 40,000, eclipsing the previous infection peak from early April.
While it is possible that improved testing capacity may be contributing, it certainly
does not diminish the fact that the U.S. is facing a significant new outbreak,
particularly across the southern portion of the country.

• Keeping an Eye on Hospitalizations. If the underlying reason for social distancing is to
flatten the curve as to avoid placing significant strain on medical facilities, it also
makes sense to track trends in hospitalizations. So far, while the number of individuals
requiring serious medical attention has risen significantly in places like Arizona, Texas
and Florida, overall hospitalizations remain well below previous levels due to
declines in initial hotspots (e.g., New York, New Jersey).

• How Quickly is COVID-19 Spreading? The reproduction rate, referred to as Rt, has
been a closely tracked gauge of COVID-19’s rate of spread. Rt represents the
average number of people who become infected by a sick person. When Rt is
greater than 1, the virus is spreading quickly, but when Rt is less than 1, the virus loses
momentum. As of now, 40 states have Rt values greater than 1, highlighting the
pervasiveness of the latest round of infections. In addition, those 40 states contribute
to over 80% to U.S. GDP, highlighting the economic risks if further shutdowns are
needed.

Chart of the Week:
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The 2nd wave of infections is triggering states to slow 
reopening and even consider renewed economic restrictions

Reproduction Rates Have Picked Up Meaningfully



Can the U.S. Sustain its V-Shaped Recovery?

• An Upside Jobs Surprise. The unemployment rate in the U.S. fell to 11.1% in June,
notably outperforming consensus expectations at 12.5% and adding to the string of
economic data releases that recently exceeded economists’ forecasts. To that end,
Citi’s U.S. Economic Surprise Index finished last week at an all-time high, suggesting
that the economy is outperforming expectations to a larger and/or more frequent
degree than any period since at least 2003.

• Glenmede’s Reopening Index. In the fast-moving environment precipitated by the
COVID-19 pandemic, traditional economic indicators (such as retail sales, reported
monthly by the Census Bureau) may not be timely enough to effectively track
reopening efforts as they occur. Glenmede’s Reopening Index seeks to measure the
reopening of the economy via a combination of high-frequency data from daily
and weekly sources. As of now, the model estimates that ~44% of economic activity
that was lost due to social distancing has so far been regained.

• Rolling Back Reopening Efforts. As multiple states begin grappling with a 2nd wave of
COVID-19 infections, some officials are pausing economic reopening efforts and, in
some cases, reverting back to previous restrictions. For example, the governors of
California, Texas and New York (among many others) have postponed or limited
indoor dining. These three states alone contribute more than 30% to U.S. GDP,
highlighting the broader economic risks of a slowed reopening.
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• Strong Quarter in the Books. After ending Q1 in bear market territory, the S&P 500
returned over 20% in Q2, its biggest quarterly gain since 1998. Not to be outdone,
U.S. small-cap stocks* returned 25%, logging their best quarterly gain in almost 30
years. While the outlook on COVID-19 cases remains uncertain, stocks have been
buoyed by a surplus of both monetary and fiscal stimulus measures.

• Fiscal Stimulus Soothes Household Wallets. Personal incomes in the U.S. were higher
than they started the year in both April and May according to the Bureau of
Economic Analysis, a pretty remarkable outcome given many economists estimate
these months to be the depths of this recession. How is this possible? The federal
government delivered significant fiscal stimulus from enhanced unemployment
benefits and stimulus payments (to name a few), opening its coffers to an extent
unprecedented in peacetime America. Now as a second wave of infections has
arrived, talks are heating up in Congress over the prospects of still more stimulus.

• Treasuries, MBS & Beyond! The Fed’s balance sheet has grown to more than $7
trillion, adding to its assets in a matter of months what it grew over multiple years
during the 2008 – 2009 financial crisis. But it’s not just buying Treasuries and
mortgage-backed-securities (MBS) anymore. The Fed has recently begun stepping
into the corporate bond market as well, to the point where it is now the third largest
holder of the LQD ETF, owning 3.3% of shares outstanding.

Unprecedented monetary and fiscal stimulus is supporting 
risk assets in these times of uncertainty

The economy enjoyed a “V-shaped” recovery in its initial 
stages, but subsequent gains may prove more difficult

*As represented by the Russell 2000 Index
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This presentation is intended to be a review of matters of
possible interest to Glenmede Trust Company’s clients and
friends and is not intended as personalized investment
advice. Advice is provided in light of a client’s applicable
circumstances and may differ substantially from this
presentation. Opinions or projections herein are based on
information available at the time of publication and may
change thereafter. Information obtained from third-party
sources is assumed to be reliable, but accuracy is not
guaranteed. Outcomes (including performance) may differ
materially from expectations and projections noted herein
due to various risks and uncertainties. Any reference to risk
management or risk control does not imply that risk can be
eliminated. All investments have risk. Clients are encouraged
to discuss the applicability of any matter discussed herein with
their Glenmede representative.
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