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Traditionally slow September blunts S&P 500 peak 

 

Dear Great Lakes Wealth Clients & Friends,  

September headwinds are common enough that the S&P 500’s descent from its September 2 all-time 

peak feels familiar amid an otherwise historic year. Despite this “September effect,” many economic 

indicators are brightening, suggesting a recovery that has slowed, not turned.  

Technology, the highest-flying sector of the COVID-19 era, took one of the largest hits during 

September. But burdened by the resurgence of COVID-19 in Europe and the lack of another U.S. 

stimulus package, the downward movement spread across the market.  

Unquestionably, the tale of two markets and the “K-shaped recovery” continues. As we’ve mentioned 

previously, some parts of the economy are flourishing while others continue to struggle.  

Housing has been a bright spot during the pandemic. Federal Reserve leaders have indicated that near-

zero interest rates may persist through 2023, and perhaps longer, boosting home sales to levels last 

seen around 2006. This homebuying surge may also be impacted by Americans looking to better align 

their home workspaces with their companies’ more flexible views on telecommuting.  

Meanwhile, political pressures – and the urging of Federal Reserve Chairman Jerome Powell – continue 

to push for Congress and the White House to find a deal on fiscal stimulus.  

We have talked a lot about volatility, and that isn’t likely to change very soon. However, there will be 

opportunities for market improvement this month and in the months to come. Earnings season starts in 

October, which should give the technology sector a chance to express its foundational strength. And 

though it is not uncommon to see volatility leading up to the election, once the issue is settled, investors 

usually make a quick return to form.  

Here at the end of the quarter, we can clearly see the gains made by the mainstream indices. The S&P 

500 gained 8.47% of value and the NASDAQ saw an 11% rise since the June 30 closing bell, despite the 

September slump. And here’s where we stand on the year:  

 

 

http://www.greatlakeswealth.us/


 

 

22260 Haggerty Rd., Suite 160 
Northville, MI 48167 

T 248.378.1200 
F 248.378.1200 

 

 

Economy 

• Real gross domestic product is expected to have risen sharply in the third quarter, following a 

steep drop in the previous quarter. However, the overall level of activity remains below where 

we were at the end of last year. 

• The broad range of economic data have continued to suggest improvement, but the pace of the 

recovery has moderated. A few sectors, such as housing, are doing better than before the 

pandemic. Others won’t fully recover until the pandemic is well behind us.   

• Further fiscal policy support will be important in securing the economic recovery. An elevated 

level of layoffs appears as a significant risk into 2021. 

Equities 

• The winners through the COVID-19 era are likely to continue to be the market leaders, but there 

are reasons to now reach into “recovery” sectors – industrials, materials and select consumer 

discretionary stocks. 

• Some sectors, such as housing, internet retail and grocery stores are doing better than they 

were in February. Others such as travel and tourism, spectator events and business apparel 

won’t fully recover until the pandemic is well behind us.  

• Oil may continue to struggle, especially as lockdown headlines in Europe escalate. Longer term, 

California’s recent executive order mandating new passenger vehicles be zero-emission by 2035 

represents a demand headwind. Varying views from the candidates on energy policy are also 

creating uncertainty for investors.  

 12/31/19 Close 9/30/20 Close 
Change 

Year to Date 

% Gain/Loss Year 

to Date 

DJIA 28,538.44 27,781.70 -756.74 -2.65% 

NASDAQ 8,972.61 11,167.51 +2,194.90 +24.46% 

S&P 500 3,230.78 3,363.00 +132.22 +4.09% 

MSCI EAFE 2,036.96 1,867.88 -169.08 -8.30% 

Russell 2000 1,668.47 1,507.69 -160.78 -9.64% 

Bloomberg Barclays 

Aggregate Bond 
2,225.00 

2,379.64 +154.64 +6.95% 

Performance reflects price returns as of market close on Sept. 30, 2020, except for the MSCI EAFE and Bloomberg Barclays 

Aggregate Bond, which reflect the Sept. 29 closing values. 

Let’s now look at some specific points of interest across the markets, economy and the world: 
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International 

• Markets outside the U.S. experienced fluctuations through September for many reasons: a 

second wave of COVID-19 eroding confidence in Europe; trade and diplomatic tensions 

hampering major Chinese markets; and Japanese investors seeing hope in the new prime 

minister’s economic reform initiatives, though broad skepticism about the ability to carry out 

the changes may have rounded those expectations. 

• Chinese economic data continues to show signs of progress, and the government has shown 

more confidence about producing a positive rate of economic growth through 2020.  

Fixed income 

• Corporate bond issuance has increased substantially as issuers are taking advantage of low 

rates, and the Federal Reserve’s messaging about maintaining low rates for an extended period 

of time. 

• The fixed-income market displayed very little volatility in September. Treasury yields remain in a 

very tight trading range, with yields virtually flat inside seven years, and marginally lower 

outside seven years.  

• Municipal bonds were also relatively flat through September, with no more than a 2-basis-point 

move on any point on the curve.  

Bottom line 

• September took the top off what had been a hot market leading up to the month. The dent in 

the armor for technology and other pandemic-era champions should be seen in this context.  

• A remarkable run has erased much of the losses shown by the mainstream indices, with the S&P 

500 surpassing its previous February high in August and continuing to rise. While technology 

companies’ strength has been incredible – Apple is now valued at over $2 trillion, for example – 

the broad gains made elsewhere are worth considering.  

• Economic indicators suggest continued, if tempered, economic improvement.  

• The markets will continue to watch stimulus package developments in Washington, as well as 

the November elections.  

• Don’t be surprised to see an increase in volatility leading up to the U.S. elections. While 

emotions may run high, we would use weakness as a buying opportunity.  

• Gold has broken thru $1,900 and recently touched $2,000 oz. We expect to see continued 

higher prices, to $2,300+ per ounce. 

• Depending on your timeframe, current investment strategies should be based on what’s 

happening “Now,” “Next,” and “Later.”  

• We currently have a “Buy” on 10 of our strategies. Which one(s) is right for you? That just 

depends on your risk tolerance, ultimate objective, etc.   
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• Our current approach continues to be discipline and patience when both buying and 

selling. Volatility creates opportunity. 

 

We thank you for your continued trust in us as we navigate this opportunistic time together. If you have 

any questions about the markets, your investments or your plans, we look forward to discussing them 

on our next review call.   

If you would like information on becoming a Great Lakes Wealth client, please call us at 248.378.1200.  
 

Sincerely,  

 

Your Investment Team at Great Lakes Wealth 

 

 


