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Executive Summary 

• Daily COVID-19 infections have surged in some states lifting restrictions and declined in some of 
the hardest hit-states. Beijing also experienced an outbreak. 

• Governments hope that a better understanding of the virus means the spread can be managed 
and further economic shutdowns avoided. 

• U.S. retail sales were surprisingly strong in May, reigniting hopes for a V-shaped recovery. 
However, economists warned of a deeper contraction if a second wave is not avoided. 

• U.S. equities whiplashed between fears of a second wave, record retail sales, and Fed comments. 

• Volatility is likely to continue as markets attempt to interpret data as it is released. 

COVID-19 Update: Resurgence  
Over two million people have tested positive for coronavirus in the U.S. Some states that have 
relaxed social distancing over the past two weeks (including Arizona, Oregon, Oklahoma, 
Florida, South Carolina, Arkansas, and Nevada) have seen an increase of over 100% in new daily 
cases. However, three states—New York, Connecticut, and New Jersey—which together 
account for 30% of the nation’s COVID-19 positive cases, have seen a decrease in new daily 
cases.1 
 
The good news is that further economic shutdowns may not be necessary in the U.S. as the 
spread of the virus is better understood. The virus seems to primarily spread through close 
respiratory droplet contact between people for extended periods. Governments may therefore 
extend requirements for measures such as social distancing, limited capacities, plexiglass 
barriers, facemasks, good ventilation systems, open windows, and prohibiting large gatherings, 
especially indoors, which can lead to “superspreading” events. Increased testing and contact 
tracing are also key.2 More drastic measures could be necessary if there is a shortage of 

 
1 “Tracking The Pandemic: Are Coronavirus Cases Rising Or Falling In Your State?” NPR. 
https://www.npr.org/sections/health-shots/2020/03/16/816707182/map-tracking-the-spread-of-the-coronavirus-
in-the-u-s. June 16, 2020. 
2 “How Exactly Do You Catch Covid-19? There Is a Growing Consensus,” Wall Street Journal. 
https://www.wsj.com/articles/how-exactly-do-you-catch-covid-19-there-is-a-growing-consensus-11592317650. 
June 16, 2020. 

https://www.npr.org/sections/health-shots/2020/03/16/816707182/map-tracking-the-spread-of-the-coronavirus-in-the-u-s
https://www.npr.org/sections/health-shots/2020/03/16/816707182/map-tracking-the-spread-of-the-coronavirus-in-the-u-s
https://www.wsj.com/articles/how-exactly-do-you-catch-covid-19-there-is-a-growing-consensus-11592317650


 

 
 

hospital beds, particularly intensive care unit (ICU) beds, to treat the most severe cases. 
Generally, this scenario does not appear to be the case in the U.S.3 
 
Worldwide, the total confirmed cases top 8 million and daily cases continue to trend upward, 
led by Brazil, Mexico, and India. Deaths per 100,000 have been highest in the U.K., Italy, and the 
U.S.4 China, which seemed to be on the mend, implemented restrictions in Beijing after a 
COVID-19 outbreak linked to a wholesale produce market.5 
 

A British clinical trial saw positive results with a commonly available steroid, Dexamethasone, 
where patients who were severely ill saw a 35% reduction of deaths as compared to patients 
who did not receive the steroid. The drug did not appear to have an impact on patients who 
were not on a ventilator or receiving oxygen.6 
 

Economic Indicators 

 3/31/2020 4/30/2020 5/31/2020 6/16/2020 

3-Month Treasury Rate 0.11% 0.09% 0.14% 0.17% 

10-Year Treasury Rate 0.70% 0.64% 0.65% 0.75% 

ICE BAML High Yield OA Spread 8.77% 7.63% 6.54% 6.25%* 

Fed Funds Rate Upper Target 0.25% 0.25% 0.25% 0.25% 

Unemployment Rate 4.40% 14.70% 13.30% n/a 

WTI Crude Oil Spot ($/bbl) $20.48 $18.84 $35.49 $38.38 

VIX Index Level 53.54 34.15 27.51 33.7 

U.S. Manufacturing PMI (IHS Markit) 48.5 36.1 39.8 n/a 

U.S. Service PMI (IHS Markit) 39.8 26.7 37.5 n/a 

Consumer Sentiment (Michigan) 89.1 71.8 72.3 78.9 

U.S. Hotel Occupancy (STR)† 22.6% 28.6% 36.6% 39.3% 
*As of 6/15/2020. †As of 3/28/2020, 5/2/2020, 5/30/2020, and 6/6/2020 respectively. 
Sources: Federal Reserve Economic Data (FRED), Trading Economics, Bloomberg, CBOE, STR. 

Economic Update: Stabilization 
Economic developments over the past week were dominated by comments and actions by the 
Federal Reserve (the “Fed”). On June 9-10, the Federal Open Market Committee (FOMC) left 
the target federal funds rate unchanged at 0-0.25%. The FOMC stated that it will continue to 

 
3 “Record spike in new coronavirus cases reported in six U.S. states as reopening accelerates,” Reuters. 
https://www.reuters.com/article/us-health-coronavirus-usa/record-spike-in-new-coronavirus-cases-reported-in-
six-u-s-states-as-reopening-accelerates-idUSKBN23N32O. June 16, 2020. 
4 “COVID-19 Dashboard,” Johns Hopkins University & Medicine. https://coronavirus.jhu.edu/map.html. Visited 
June 16, 2020. 
5 “Sudden, new coronavirus cluster in Beijing points to the growth challenges ahead for China,” 
https://www.cnbc.com/2020/06/17/coronavirus-cluster-in-chinas-capital-beijing-raises-growth-concerns.html. 
June 16, 2020. 
6 “'Remarkably cheap' steroid called dexamethasone can improve COVID-19 survival, researchers say,” USA Today. 
https://www.usatoday.com/story/news/health/2020/06/16/coronavirus-drug-steroid-dexamethasone-reduce-
covid-deaths/3197420001/. June 16, 2020. 

https://www.reuters.com/article/us-health-coronavirus-usa/record-spike-in-new-coronavirus-cases-reported-in-six-u-s-states-as-reopening-accelerates-idUSKBN23N32O
https://www.reuters.com/article/us-health-coronavirus-usa/record-spike-in-new-coronavirus-cases-reported-in-six-u-s-states-as-reopening-accelerates-idUSKBN23N32O
https://coronavirus.jhu.edu/map.html
https://www.cnbc.com/2020/06/17/coronavirus-cluster-in-chinas-capital-beijing-raises-growth-concerns.html
https://www.usatoday.com/story/news/health/2020/06/16/coronavirus-drug-steroid-dexamethasone-reduce-covid-deaths/3197420001/
https://www.usatoday.com/story/news/health/2020/06/16/coronavirus-drug-steroid-dexamethasone-reduce-covid-deaths/3197420001/


 

 
 

buy Treasuries and mortgage-backed securities “at least at the current pace”.7 The FOMC also 
released its first economic projections since last December where it indicated that rates are 
likely to stay near zero until at least 2022. Fed Chairman Jerome Powell later stated in a virtual 
press conference that the Fed is “strongly committed to use its full range of tools and do 
whatever we can and for as long as it takes” to limit damage to the economy. The Federal 
Reserve also announced that it would, for the first time ever, buy up to $250 billion of 
individual corporate bonds. The individual bonds would need to have a maturity of five years or 
less and have been rated investment grade as of March 22. In a discussion in front of the Senate 
Banking Panel, Fed Chairman Powell commented that while second quarter GDP may have 
been the most severe decline on record, he is starting to see some indications of stabilization. 
Meanwhile, on the fiscal side, reports surfaced of a potential $1 trillion stimulus bill being 
worked on by the White House, which may include significant infrastructure spending. Still, 
many investors remained cautious as any stimulus package would need to be approved by 
Congress.  
 
The economic data over the last week showed signs of improvement. While the employment 
picture remains relatively poor, the number of weekly initial jobless claims fell by over 350,000 
to 1.54 million, while the four-week moving average fell by 286,000 to two million. Meanwhile, 
relative bright spots were found in May retail sales, which rose by 17.7%, and June consumer 
sentiment, which rose to 78.9 from 72.3 in May. Homebuilder confidence also showed strong 
gains with the June NAHB Housing Market Index rising to 58 from 37 in May. Lower interest 
rates continued to spur increased interest in refinancing as shown by the MBA Mortgage 
Applications Index that saw an 11% increase in home refinancing activity. Refinance activity on 
a year-over-year basis is up 80%. Inflation remains subdued, with the May producer price index 
higher by 0.4%. However, the annual change showed a decline of 0.8%. 
 
The Organisation for Economic Co-operation and Development (OECD) – an intergovernmental 
economic organization founded to stimulate economic progress and world trade – issued its 
latest outlook on the global economy, predicting a 6% decline in global economic output this 
year, assuming a second wave of COVID-19 cases is avoided. In the U.S, the OECD predicted a 
7.3% contraction in annual GDP without a second wave and an 8.5% contraction if a second 
wave of COVID-19 cases were to occur. The final significant piece of economic news should not 
surprise anyone: the U.S. government deficit climbed to over $1.88 trillion year-to-date versus 
$984 billion in the entire 2019 fiscal year ended in September. Overall, the economic data of 
the past few weeks point to stabilization in the economy after a large drop off in the second 
half of March and April. 

 
7 Federal Reserve issues FOMC statement. 
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200610a.htm 

https://www.federalreserve.gov/newsevents/pressreleases/monetary20200610a.htm


 

 
 

Market Index Trailing Total Returns 

as of 6/16/2020 MTD YTD 1 Year 3 Year 

S&P 500 2.74% -2.37% 10.40% 10.87% 

Russell 2000 4.25% -12.38% -3.18% 2.48% 

MSCI EAFE USD 4.56% -10.35% -1.30% 1.04% 

MSCI Emerging Markets USD 6.55% -10.45% -0.05% 2.01% 

Bloomberg Barclays U.S. Agg Bond 0.24% 5.72% 9.26% 5.04% 

Bloomberg Barc U.S. Corp High Yield 2.91% -1.95% 2.96% 3.96% 

Bloomberg Barc Global Agg Bond USD 1.13% 0.73% 2.57% 2.52% 
Periods longer than a year are annualized. Returns include dividends or interest. Source: Morningstar. 

Market Update: To V or not V 
Last Thursday, June 11, saw one of the worst trading days in U.S. equities since March 2020 due 
to cautionary Fed comments and a surge of COVID-19 cases in certain states, which wrought 
fears of a second wave of infections and further economic shutdowns.8 However, U.S. equities 
moved sharply higher on Monday and Tuesday as a result of record retail sales in May and 
positive results from a British clinic steroid trial to treat coronavirus, which could support a V-
shaped recovery. As has been the trend since March, equities are likely to remain volatile as 
markets try to interpret and assess the reliability of data as it is released. 

Information Portal 
Be sure to visit the Coronavirus Response Resource Center on Advisor Portal—your one-stop 
online hub for resources on COVID-19’s impact on the markets. On the page, you’ll find relevant 
and timely insights from the Advisor Group Product Research Team and our Strategic Partners. 
Check back frequently for the most up-to-date information. 
 
Advisor Group is closely monitoring market conditions and is here to assist you with reviewing 
developments. The current volatility serves as a reminder to your clients of the importance of 
maintaining diversified portfolios across multiple asset classes. Timing the market is a very 
difficult task as market conditions can change abruptly. It is prudent for clients to maintain a 
long-term investing approach.  
 
If you have any questions about financial markets or investments that are offered at Advisor 
Group, please feel free to contact the Sales Desk at 800-558-7735 or you may reach Product 
Research by email at agr@advisorgroup.com. 
 
 

 
8 “Dow plummets 1,862 points, its worst day since March, on cautionary Fed messages and 2nd-wave coronavirus 
fear,” Business Insider. https://markets.businessinsider.com/news/stocks/stock-market-news-today-index-
reaction-fed-economy-warning-coronavirus-2020-6-1029300965. June 11, 2020. 

https://www.v2020.com/news_alert.aspx
mailto:agr@advisorgroup.com
https://markets.businessinsider.com/news/stocks/stock-market-news-today-index-reaction-fed-economy-warning-coronavirus-2020-6-1029300965
https://markets.businessinsider.com/news/stocks/stock-market-news-today-index-reaction-fed-economy-warning-coronavirus-2020-6-1029300965


 

 
 

20 E. Thomas Road, Suite 2000 • Phoenix, AZ 85012 • 866-481-0379 • advisorgroup.com 
 

  
FINANCIAL PROFESSIONAL USE ONLY. Securities and investment advisory services are offered through Advisor 
Group, Inc. subsidiaries FSC Securities Corporation, Investacorp, Inc., KMS Financial Services, Inc., Royal Alliance 
Associates, Inc., SagePoint Financial, Inc., Securities America, Inc., Securities Service Network, LLC, Triad Advisors, 
LLC, and Woodbury Financial Services, Inc., broker-dealers, registered investment advisors and members of FINRA 
and SIPC. Advisor Group, Inc. is a holding company. Advisor Group, Inc. is separately owned and other entities 
and/or marketing names, products or services referenced here are independent of Advisor Group, Inc. 

 
 

21124047  
 


