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DISSECTING THE DISCONNECT 

 

Many people have asked, “Why is the market 
going up?” while we are in an economic 
downturn? How does this make sense? 
 

Here are a few of the main reasons why many 
companies and their corresponding stocks are 
thriving in our current economic environment. 
 

The so called stay-at-home stocks have been 
booming in this environment! These include the 
technology giants who enable consumers to 
order online and have purchases delivered to 
their front door within the week. Also, many 
technology firms have provided apps which 
keep us entertained at home… think 
downloading music, movies, games, etc. In 
addition, our work and education systems have 
become much more dependent on being able to 
communicate and work remotely. 
 

In addition to the technology based businesses, 
home improvement stores have benefitted.  
When we’re home more… we can’t help but 
notice all the projects that need to be done. The 
two largest home improvement stores have 
significantly expanded business in the last seven 
months and stock prices reflect it. Large box 
stores which provide everything from groceries 
to cleaning supplies and clothing have grown 
sales. Curbside pick-up has added to the 
convenience and efficiency of their operations. 
As a result, certain stocks are thriving and 
growing market share in our current social 
distancing economy. 
 

Another factor in stock market growth is the 
massive monetary stimulus that the Federal 

Reserve has injected into our economic system. 
The money supply in the U.S. is roughly 25% 
higher than last year’s levels! Some of this 
money has found a home in the stock market. In 
addition, the Federal Reserve lowered interest 
rates, which has helped stocks move higher. 
When U.S. Treasuries only yield about 0.5%, 
other investment options may provide better 
returns. Not to mention that low rates, continue 
to provide momentum in the housing market, 
auto sales, business investments, etc. 
 

Finally, remember the stock market is always 
forward looking. The market is expressing 
confidence that the pandemic will end 
eventually with a vaccine or multiple vaccines. 
During the interim, better treatments and 
increasing medical knowledge about the virus 
are helping more patients recover. 
 

One more important distinction is that the S&P 
500 is very different from GDP (Gross Domestic 
Product), which is used to measure output of the 
economy in the U.S. Key differences include: 
 

1. The S&P 500 is more manufacturing driven, 
while GDP is more services driven. Our 
country’s services economy was hit much harder 
during lockdowns. Required social distancing 
continues to challenge this side of our economy. 
2. The S&P 500 is global, while GDP is 
domestic. Roughly 40% of sales for S&P 500 
companies are derived internationally, while US 
exports in the GDP calculation amount to 13%. 
 

During this time of uncertainty, it is important to 
stay diversified and keep your long term 
financial goals in focus to weather our current 
economic and financial markets. Please contact 
me whenever you have concerns.      


