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Stop and think about what this country has experienced in just the past nine months and what we are anticipating to 
occur over the next several weeks: 

• An impeachment trial involving the President of the United States, Donald J. Trump. 
• A global pandemic affecting nearly every aspect of our lives and tragically killing many of the afflicted. 
• The most significant decline in economic activity during a single quarter in the history of our country. 
• A fierce decline in global-asset prices in just a few short weeks, as well as an unprecedented recovery a few 

months later. 
• Civil unrest resulting in widespread damage in the streets of several major U.S. cities. 
• Tragic loss of life and property resulting from unprecedented fires along the West Coast. 
• The news of the President contracting COVID-19, and spending days at Walter Reed Medical Hospital before 

returning to the White House to continue treatment. 
• Ruth Bader Ginsburg’s passing, setting up a battle over the appointment of the next Supreme Court justice. 
• A vitriolic and possibly contested Presidential election on November 3. 
• Potential changes in the make-up and structure of the Congress. 

The charts below show the sharp drop in gross domestic product (GDP) during the pandemic, and the rebound  
in manufacturing. 
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After experiencing one of the deepest recessions ever, albeit lasting only a few months this spring, the economy 
appears to be rebounding sharply with a gain in the third quarter GDP. In addition, these factors are currently in the 
economy’s favor: 

• A nationwide housing market that is stellar by any comparative standards 
• A surprisingly strong rebound in manufacturing 
• The consistent recovery in business’ capital spending, except for much of the service sector 
• Strong consumer spending on goods and services, alongside a personal savings percentage rate in the mid-

teens 
• The Federal Reserve Board’s commitment to keep interest rates hovering near zero percent for the foreseeable 

future 
• Fiscal stimulus package enacted in the spring and the prospect of another legislated by the year end 

The chart below shows high-frequency activity within the economy. Some sectors, including restaurants, are still down 
43 percent from a year ago, and airline travel is down 70 percent. They continue to struggle while consumer spending 
and mortgage activity are strong.  
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The following chart shows the sectors of the S&P 500 and how they have fared thus far this year. 

 

With the aforementioned facts as background, we examine the U.S. Stock Market. It reached a record high in February. 
Then this past spring, it declined into a bear market (a decline of twenty percent or more) within a matter of six weeks. 
The S&P 500’s rebound and journey to a new record high occurred in only 126 trading days. For comparison purposes 
and in previous downturns, it took an average of more than 1500 trading sessions for the index to return to previous 
record levels, which is equivalent to about six years. 
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The following are major reasons we have seen such sharp rebounds in the markets: 

• Stimulus from the Federal Reserve and Congress was a key factor in differentiating this crisis, as the response 
time was speedier than any time in history. 

• Expectations that the economy will bounce back in full once the pandemic is under control solidifies the 
expectation that corporate profits most likely bottomed during the second quarter and are currently in 
recovery mode. “Everything about this crisis has been outsized and has moved at warp speed,” Jim Paulsen, 
chief investment strategist at Leuthold wrote in a note to clients in August. 

• The return of individual investors to participate in the stock market played an outsized role in the quick 
rebound. These investors made up roughly twenty percent of the trading activity during the first six months of 
the year, nearly double the level from 2010, according to Bloomberg Intelligence. Traders pursued and 
executed a concept named the “Momentum Trade,” whereby they aggressively sought companies that had 
promise of high growth, turbocharging their trades with borrowed money. 

• Technology allows us to function in a greater capacity in both our personal and business lives. This reality richly 
rewarded the five biggest technology giants such as Apple, Amazon, Facebook, Microsoft and Google. These 
five behemoths recently made up 23 percent of the S&P 500 Index.  

The red arrows in the chart below (on the right) indicate the difference from the tech bubble versus the current market. 
Earnings during the early 2000s did not keep pace with prices, creating a large disparity and subsequent correction. 
Conversely, today’s prices are supported by the increase in earnings.  
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With the upcoming presidential and congressional elections, this season can be tough for investors to maintain long-
term perspectives, since negative and divisive issues can be amplified. By taking into consideration the historical 
performance of the S&P 500 Index over the past eight decades, we continue to encourage investor diversification.  

In 18 of 19 presidential elections, a hypothetical $10,000 investment made at the beginning of each election year would 
have gained value ten years later, regardless of which candidate won. (See charts below.) In 15 of those 10-year periods, 
a $10,000 investment would have more than doubled. The only negative 10-year period followed the election of George 
W. Bush in 2000. During that decade, the S&P 500 posted a negative return during three significant events: the 2000 
dot-com crash, the 2001 terrorist attacks and the 2008 global financial crisis.  
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As we know, elections have winners and losers, but maintaining long-term investment perspective during any perceived 
chaos is the best course of action.  

 

We all continue to adjust to the “new normal” caused by the effects of the coronavirus and subsequent recession. But 
despite potential market volatility, there are strong market opportunities. It takes courage and discipline to stay the 
course in times like these. 
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Sources: The Capital Group, The Wall Street Journal, Reuters News Service, J.P. Morgan Guide to the Markets, David C. 
Jennett’s Investment Letter, Financial Research Publishing Inc. Money Forecast Letter and The Kiplinger Letter. 

The S&P 500 Index is an unmanaged index of 500 common stocks that is generally considered representative of the U.S. stock market. 
Performance of an index is not illustrative of any particular investment and performance figures quoted are historical. It is not 
possible to invest directly into an index. This material may contain an assessment of the market environment at a specific point in 
time. It may also contain forward-looking statements regarding future events or future financial conditions. Actual events or 
conditions may differ materially from those expressed in this material. These statements are based on our current beliefs or 
expectations and are subject to uncertainties and changes in circumstances, many of which are beyond our control. This information 
should not be relied upon by the readers as research or investment advice nor should it be construed as a recommendation to 
purchase or sell a security. Past performance is no guarantee of future results. Investments will fluctuate and when redeemed may be 
worth more or less than when originally invested.  
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