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Sticking to the Plan in Uncertain Times
• Stocks in Search of Direction

• Investors should remain neutral-weight equities and place their faith in a
well-constructed long-term plan

• The Bull Case: Greener Pastures Ahead?
• A number of tailwinds have supported equity prices in the uncertain

COVID-19 environment

• The Bear Case: Looming Risks
• A number of outstanding market risks suggest volatility may be here to stay

through year-end
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Stocks in Search of Direction

• A Pause in the Equity Rally & Reopening Efforts. The S&P 500 finished last week
roughly flat, as markets searched for direction near all-time highs. Economic
reopening efforts continued to stall in the U.S. amid the ongoing second wave of
infections. In particular, Glenmede’s Reopening Index currently estimates that 47%
of all economic activity that was lost due to shut-ins has since been regained,
changing very little over the past month.

• Q2 Earnings Update. With 25% of companies reporting so far, the blended year-over-
year earnings growth estimate for the S&P 500, which combines actual results with
consensus estimates for companies that have yet to report, currently sits at -43%. A
little under 79% of companies have exceeded consensus earnings expectations, but
companies remain hesitant to provide formal guidance for the rest of the year given
the uncertain nature of the pandemic.

• Momentum Through Bear Market Recovery. As markets continue to approach their
all-time highs from the depths of the COVID-19 bear market, many investors are
having a hard time rationalizing the case for further gains. Since WWII, the S&P 500
has a track record of impressive returns even after fully recovering from bear
markets, returning 8.2% on average in the one year following the return to all-time
highs. So while the outlook amid the ongoing pandemic appears highly uncertain,
investors should avoid deviating materially from their equity target allocations.

Chart of the Week:
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Investors should remain neutral-weight equities and place their 
faith in a well-constructed long-term plan

Markets Typically Ride Momentum Through Bear Market Recovery



The Bear Case: Looming Risks

• U.S. Struggles to Wrangle COVID-19. The number of hospitalized COVID-19 patients
has reached a new daily high, eclipsing levels observed during the initial wave in
April. Sixteen states have also reported record increases in COVID-19 related deaths,
as some southern and western states continue to grapple with a second wave of
infections. These developments point to dampened economic reopening
prospects, as renewed infections may necessitate more draconian policy measures.

• U.S./China Tensions Escalate. The relationship between two economic behemoths
was under pressure once more last week, after the U.S. and China ordered the
closures of consulates in Houston and Chengdu. Market participants view the trade
détente reached earlier this year between the two countries as fragile, as
heightened tensions threaten to re-ignite a trade war that spooked investors for
much of the past few years. Domestic anti-China rhetoric may be here to stay
through year-end, as this is a hot-button issue in a presidential election year.

• Weighing the Potential for Political Change. As election day nears ever closer,
investors may begin to consider the profitability implications of the prospective
candidates. While President Trump’s candidacy has been largely viewed as
corporate-friendly, including lower taxes and a push for de-regulation, presumptive
Democratic nominee Biden’s platform has called for raising corporate tax rates and
the minimum wage, which may put pressure on profit margins.
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• More Vaccine Greenshoots. The U.S. government and Pfizer/BioNTech reached a
vaccine distribution deal worth $2 billion last week. Under the agreement, the U.S.
will receive 100 million doses of the vaccine should it be cleared by regulators, with
an option to acquire 500 million more. The vaccine, which has shown promising
preliminary results, is set to enter late-stage testing this week. A widely available
vaccine holds the key to the economy’s emergence from the COVID-19 recession.

• Anticipating More Fiscal Stimulus. Republicans in the Senate are expected to unveil
their plan for another round of fiscal stimulus this week, which will likely carry a price
tag of right around $1 trillion. In contrast, House Democrats have already passed a
$3 trillion bill of their own, so the next few weeks will likely be consumed by the give
and take between both parties on a unified solution. In either case, it appears more
record peacetime spending from the government is in the works to buoy an
economy still recovering from the adverse effects of COVID-19 shutdowns.

• Relative Value in Stocks? All investments come with opportunity costs – in order to
buy one asset, one must sell another. Although equity valuations have certainly risen
over the past few months, the traditional alternatives (i.e., bonds and cash) appear
to offer little upside of their own. Glenmede’s proprietary Global Expected Returns
model estimates a 6.3% nominal return for equities over the next 10 years, yet cash
and core fixed income offer a paltry 1.0% and 0.9%, respectively, highlighting the
relative value that still may be embedded in stocks.

A number of tailwinds have supported equity prices in the 
uncertain COVID-19 environment

A number of outstanding market risks suggest volatility may be 
here to stay through year-end
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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
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