
Measuring the Return to Normal

The onset of the COVID-19 pandemic last March revealed that markets were moving fast and reacting to real-
time data. Recognizing that many of the monthly and quarterly economic indicators such as retail sales and 
employment were not timely enough in a pandemic environment to track reopening efforts as they occurred, 
Glenmede introduced its proprietary Reopening Index. 

The index fills a gap by measuring the reopening of the economy using a combination of high-frequency 
consumer spending, business activity and employment data to measure the return to more normal spending and 
employment. As of this writing, the index estimates an impressive 76 percent of economic activity (i.e., GDP) lost 
due to social distancing and forced shutdowns has been regained. But there is still much progress to be made. 

EXHIBIT 1: Reopening progress continues, but recovery remains ahead

Source: Glenmede, Opportunity Insights  Data as of 2/4/2021
*Glenmede’s Reopening Index is a proprietary tool developed by Glenmede. It is a balanced mix of high frequency indicators meant to approximate the  
percentage of U.S. economic activity lost during the COVID-19 crisis that has been regained during the reopening with 100% representing the prior peak level 
and 0% representing the crisis low. Though created in good faith, there can be no guarantee that these indicators will be accurate.
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Index composition

Glenmede’s Reopening Index comprises a selection of high-frequency indicators intended to measure the 
return to more normal spending, business activity and employment. For example, the back-to-spending portion 
is composed of typical low-touch retail spending as well as measures of higher-touch consumer services such 
as restaurants, travel and entertainment. The back-to-work portion comprises measures of small business activity 
and employment. While spending appears to be recovering first, both spending and work seem to have a long 
way to go before returning to any semblance of “normal.”

One of the most interesting aspects of the index is the Consumption Sub-Index, which indicates overall consumption 
appears to have regained its pre-pandemic highs. A deeper dive into the Sub-Index components reveals that 
“low contact” spending sits 15 percent above pre-pandemic levels, while the “high contact” portion of spending 
still remains more than 30 percent below its prior peak.

Defining “low” and “high” contact spending

Let’s take a closer look at this terminology.  

Low contact spending includes things such as grocery spending, retail sales and gasoline purchases. Most 
businesses in these industries seem to have largely recovered, with some in the stay-at-home sectors experiencing 
even higher sales during the pandemic. Retail and grocery, which are considered essentials, recovered quickly. 

EXHIBIT 2: Consumption trends remain bifurcated on contact intensity

Source: Glenmede, Opportunity Insights  Data as of 2/4/2021
*Glenmede’s Reopening Index is a proprietary tool developed by Glenmede. It is a balanced mix of high frequency indicators meant to approximate the  
percentage of U.S. economic activity lost during the COVID-19 crisis that has been regained during the reopening with 100% representing the prior peak level 
and 0% representing the crisis low. Though created in good faith, there can be no guarantee that these indicators will be accurate.
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Online sales have fared well and continue to trend upward. However, this has been a secular trend that just 
accelerated in 2020 and is expected to continue as the U.S. gets closer to herd immunity status. The U.S. Census 
Bureau estimates total e-commerce sales were nearly $792 billion last year, a 32.4 percent increase from 2019. 

High contact spending includes things like restaurant dining and air travel, which have been hit particularly hard 
by the pandemic and are more difficult to return at scale. Over the last two months, data from OpenTable shows 
that the number of seated diners at restaurants in the U.S. was down significantly relative to the year-earlier 
period. Recent data provides some encouragement that the trend could be reversing, as more and more states 
gradually reopen in-person dining, but the industry as a whole is likely to remain below its previous peak for some 
time.

The travel industry has been another casualty of the pandemic. The Transportation Security Administration reports 
air travel is down over 90 percent year over year, and the U.S. hotel industry is sitting on an occupancy rate of 
~20 percent, according to Smith Travel Research. It is too soon to predict full recoveries in these industries as 
restrictions are lifted, but lower demand and the lingering desire for social distancing could force airlines and 
vacation venues to reduce capacity. This shift could lead to more persistently sluggish demand in the services 
sector, which accounts for over two-thirds of GDP and 80 percent of private sector jobs in the U.S.

Which industries have prospered in this stay-at-home economy? Entertainment and media have seen a spike in 
demand for certain offerings such as streaming and online gaming. However, theme parks, concerts and sporting 
venues have either closed or significantly reduced capacity due to their inherent proximity issues. Resiliency in this 
space will likely be defined by how companies respond in the long run, either seeking new ways to reach their 
consumers digitally or operating at reduced capacity for a longer period of time.

EXHIBIT 3: Consumption recovered, small businesses and employment have not

Source: Glenmede, Opportunity Insights  Data as of 2/4/2021
*Glenmede’s Reopening Index is a proprietary tool developed by Glenmede. It is a balanced mix of high frequency indicators meant to approximate the  
percentage of U.S. economic activity lost during the COVID-19 crisis that has been regained during the reopening with 100% representing the prior peak level 
and 0% representing the crisis low. Though created in good faith, there can be no guarantee that these indicators will be accurate.
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This presentation is intended to be an unconstrained review of matters of possible interest to Glenmede Trust Company 
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.

Opportunities in real estate

There could be opportunities for investors in real estate, which at a high level might straddle the low contact and 
high contact portions of the economy. While office and retail space may face enduring headwinds through the 
pandemic recovery, they currently represent less than a quarter of real estate investment trusts’ (REITs) aggregate 
holdings. In comparison, data centers and towers, which have catered to the stay-at-home economy, represent 
a larger share of the broader REIT marketplace. In addition, real estate securities may offer a unique combination 
of valuation opportunity and ability to capture rising inflation. Real estate remains one of the last asset classes to 
improve materially from pandemic lows, suggesting there is still value to be found in the marketplace. 

Market-based expectations for inflation have picked up steam over the past few months and are near the 
highest levels observed in the past five years. The Federal Reserve is targeting 2–2.5 percent inflation, and we 
believe investors could see 2–3 percent inflation as a possible if not likely outcome. Real estate tends to perform 
well in modest inflationary environments due to its ability to keep up with such moderate rates of price increases

Indications for investors

In this fast-paced marketplace, Glenmede’s Reopening Index and its sub-indexes provide more timely updates 
for the ongoing economic recovery than traditional indicators. This has become a particularly important exercise 
given the market’s sensitivity to economic reopening prospects, and the index continues to offer insights on the 
portions of the investment landscape that may be underappreciated opportunities. 


