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Don’t Call It a Comeback…Yet
• The Complete Comeback?

• The S&P 500 Index has reached an all time high, but there is a notable 
disparity in performance 

• The Second Wave Slowdown
• Slowdown of new COVID-19 cases and Phase III vaccine progress has 

led to an improving market narrative 

• Economic Recovery, A Few Bright Spots
• The recovery has slowed during the second wave, but has not reversed 

trajectory
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The Complete Comeback?

• S&P 500’s All Time High. The S&P 500 closed at 3,397, 0.7% higher for the week,
having rallied ~52% in roughly five months since COVID-19 began wreaking havoc
on the global economy. The recovery from the March lows took just 107 trading
days; the average rebound* spans 1,000 trading days. The rally continues to
confound and many have found it difficult to rationalize new highs, but in reality, the
performance ramp-up has been relatively concentrated.

• The Uneven Stock Market Recovery. The gains in the S&P 500 Index this year are
attributable to the surging share prices of a few mega-cap technology companies
often referred to as the FAAMGs (FB, AAPL, AMZN, MSFT, GOOGL). The S&P 500 on a
total return basis for the year currently stands at a gain of 6.5%. Removing those five
companies from the index, it would have returned -2.8% year-to-date. Therefore, the
recovery has not been broad-based and many companies still have a ways to go
to recover their coronavirus loses.

• Deeper Dive into Sectors. Aside from the FAAMGs, the S&P 500’s information
technology, communications and health care sectors have also benefitted from the
uptick in demand due to increased stay-at-home behavior, work-from-home
mandates and a greater focus on health, fully recovering losses incurred during the
bear market. Conversely, sectors with higher leverage to the business cycle such as
consumer disc. (ex. AMZN), industrials, financials and energy were among the most
vulnerable during the market sell-off, and remain far from fully recovering losses.

Chart of the Week:

2

Investment Strategy InsightsInvestment Strategy Insights

The S&P 500 Index has reached an all time high, but there is a 
notable disparity in performance 

Market Performance Has Been Disproportionate

*Average rebound is defined as the average amount of trading days from the market bottom to full recovery during a bear market since 1929.  



Economic Recovery, A Few Bright Spots

• Reopening Still Going, But Slowly. Glenmede’s Reopening Index, which seeks to
measure the reopening of the economy via a combination of high-frequency daily
and weekly data, estimates that ~56% of economic activity that was lost due to
social distancing has so far been regained. This figure has feathered around the
mid-point for some time as new virus cases and the reimposition of some virus
control measures have moderately slowed reopening in the near term.

• Strong Purchasing Manager’s Index (PMIs). Last week, Markit’s Flash PMIs* pointed to
a stronger economy in the U.S. The Flash Mfg PMI rose to 53.6 from July 52.0, driven in
part by an improvement in the “new orders” component, which tends to be a
leading indicator for economic activity. On the services side, the PMI also ticked
higher, up to 54.8 from 51.0 in the month prior. The momentum from these indicators
is further evidence that economic activity is still improving.

• Ringing The Bell On Earnings Season. Q2 2020 earnings have exceeded estimates by
~22% in aggregate, with 80% of companies beating their projections, the best
frequency of outperformance since ‘08. The recent flow of economic readings has
been broadly positive, suggesting that the hoped-for recovery is near. This is, again,
showing up in earnings estimates which have started improving in a meaningful way
for the end of ‘20 and ‘21. The question at this stage is whether the improving trend
can continue even as the underlying uncertainty around the pandemic remains
unresolved.
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The Second Wave Slowdown

• COVID-19 Spread is Slowing Down. The spread of new COVID-19 cases on a national
level have started to subside. The decline in hospitalizations, specifically due to the virus,
combined with a mortality rate near its lows indicate that the worst of the second wave
may be in the past. It remains to be certain how these numbers will evolve as a broad-
based reopening occurs, with many expressing fear regarding social distancing
measures in schools and universities.

• Recovering South, Worrying Midwest. The southern belt of the U.S., which was a prior
COVID-19 hotspot, seems to be recovering with a significant slowdown in positive new
cases, hospitalizations and mortality. Now the concern is shifting to the Midwestern
states, as they continue to lag behind in their recovery from the 2nd wave of infections.
While Western states are recovering slowly, states like California continue to show a rise
in hospitalizations, a continuing cause for concern. However, state governors remain
cautiously optimistic for a smooth reopening toward the end of August.

• Vaccine Development Picks Up Pace. Moderna, Pfizer and AstraZeneca, the three
leading candidates for a COVID-19 vaccine, are all in the midst of Phase III trials,
supported by over $5B in combined funding from the U.S. government. Phase III of
clinical trials typically determines safety, efficacy and immunogenicity of the vaccine
and could take several years to complete, although for COVID-19 the results are
expected in early 2021. A widely available cure/vaccine holds the key to economic
stability post the COVID-19 pandemic.

Slowdown of new COVID-19 cases and Phase III vaccine 
progress has led to an improving market narrative 

The recovery has slowed during the second wave, but has not 
reversed trajectory. 

*Purchasing Managers’ Indexes (PMIs) are monthly diffusion indexes that are calculated via surveys to purchasing managers at individual companies, which ask how business activity has changed 
month-over-month across multiple categories, including production, new orders and employment, among others.
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This presentation is intended to be a review of matters of
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their Glenmede representative.
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