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Executive Summary 

• All 50 states have started easing restrictions to varying degrees. 

• COVID-19 treatments and vaccines continue development, but experts warn of a second wave and 
exaggerated hopes for a quick solution. 

• Economic indicators still point to recession but begin to show signs of life. 

• NYSE floor reopened; S&P 500 Index increased 35% while it was closed and may be over-valued. 

COVID-19 Update: Americans Welcome Summer  
Last weekend marked a time for Americans to reflect, pay tribute to the service members who 
died in wars, honor all of America’s veterans. This special day was made even more surreal this 
year amid the coronavirus pandemic, which continues to see infections rise to over 1.65 million 
confirmed cases in the U.S.1 
 
As of May 20, all 50 states have eased restrictions and have reopened businesses to varying 
degrees to work toward reviving their economies after months of shutdowns.2 The rules in each 
state vary greatly and, in many cases, Americans will have to decide the level of comfort that 
they have when entering businesses, particularly when social distancing is difficult. 
 
The World Health Organization (WHO) warned countries where coronavirus infections are 
declining that they could still face an “immediate second peak” if they let up too soon on 
measures to halt the outbreak.3 In the meantime, the race is on for a vaccine by year-end. The 
WHO is tracking close to a dozen candidate vaccines that have entered human clinical trials at 
historic speed.4 American firms such as Moderna and Pfizer are testing promising, candidate 
vaccines here in the United States, while overseas in Britain, Oxford University and AstraZeneca 
are in the process of expanding human trials to 10,000 people for an experimental vaccine after 
receiving U.S. backing worth up to $1.2 billion.5 

 
1 “COVID-19 Dashboard,” John Hopkins University & Medicine Coronavirus Resource Center. Visited May 26, 2020. 
2 “All 50 States Have Now Taken Steps to Reopen,” Wall Street Journal. May 20, 2020. 
3 “WHO warns of 'second peak' in areas where COVID-19 declining,” Reuters. May 25, 2020. 
4 “Draft landscape of COVID-19 candidate vaccines,” World Health Organization. May 22, 2020. 
5 “Human trials of British coronavirus vaccine to reach 10,000,” Reuters. May 22, 2020. 



 

 
 

Economic Update: Signs of Life 
The economic data over the last week continued to show an economy clearly in recession but 
one that seems to be attempting to stabilize. During April, the Conference Board’s index of 
leading economic indicators declined by 4.4%. However, the Conference Board’s consumer 
confidence indices appear to have stabilized as consumers weighed the gradual lifting of 
economic restrictions against concerns around financial prospects for many individuals. 
Interestingly, the Consumer Confidence survey found that consumers’ inflation expectations 
rose, which stands in contrast to the Federal Reserve’s projection that we will remain in a 
disinflationary environment. The Federal Reserve also cited that additional fiscal support may 
be needed if the impacts of COVID-19 continue to linger. 
 
The employment picture remains murky with initial jobless claims falling for an eighth 
consecutive week but remaining elevated at nearly 2.5 million claims in the week ended May 
16. The total number of workers receiving benefits in the week ended May 9 was 25.1 million 
people, up from a revised 22.5 million in the prior week. White House Economic Adviser Kevin 
Hassett said in a Fox Business interview that he anticipates that the unemployment rate may 
peak in June in the 20% range and that economic growth should start picking up in the third 
quarter.6 

Housing data reported over the past week was mixed. April new home sales surprised investors 
by rising 0.6% versus March. However, April existing home sales fell by nearly 18% and a record 
9.0% of all mortgages were in forbearance plans as of May 16, according to data from Black 
Knight's McDash Flash Forbearance Tracker. A Federal Reserve manufacturing survey was weak 
but showed a noticeable improvement in manufacturing activity from the prior month. 

Market Index Trailing Total Returns 

as of 5/26/2020 MTD YTD 1 Year 3 Year 

S&P 500 2.92% -6.64% 7.99% 9.54% 

Russell 2000 6.41% -16.03% -6.60% 1.66% 

MSCI EAFE USD 2.93% -15.44% -5.93% -0.73% 

MSCI Emerging Markets USD 0.33% -16.33% -3.62% -0.67% 

Bloomberg Barclays U.S. Agg Bond 0.14% 5.13% 10.06% 5.06% 

Bloomberg Barc U.S. Corp High Yield 3.55% -5.52% -0.05% 2.79% 

Bloomberg Barc Global Agg Bond USD -0.48% -1.17% 2.14% 2.06% 
Periods longer than a year are annualized. Returns include dividends or interest. Source: Morningstar. 

Market Update: Markets are Optimistic 
Optimism has been driving U.S. equity values higher on news of COVID-19 treatments and 
global economies reopening, including news on May 26 that Novavax had started human trials 

 
6 “Kevin Hassett predicts coronavirus job losses will peak in June,” Fox Business. May 22, 2020. 



 

 
 

for a COVID-19 vaccine.7 Additionally, restaurant reservations and freight trucking activity have 
been increasing over the last few weeks. On the other hand, stock values pulled back from their 
highs on May 26 on indications that China-U.S. tensions may intensify over developments in 
Hong Kong and warnings that hopes for a quick vaccine may be exaggerated.8 
 
In other news, the New York Stock Exchange floor, which had been closed since March 23, 
reopened at 25% capacity on May 26. While the closing was a grim event, the S&P 500 Index 
has increased 35% in that time.9 In fact, the index has increased so much that FactSet estimates 
a forward 12-month P/E ratio of 21.0, which is above the five- and 10-year average of 16.8 and 
15.1, respectively, indicating that U.S. equities may be over-valued, especially as more than a 
third of S&P 500 companies have withdrawn earnings guidance for the year.10 
 
In fixed-income markets, the U.S. government last week began issuing 20-year Treasury notes 
for the first time since 1986. 
 
We are here to support you and navigate these times of uncertainty together. Knowledge is 
power, and we’re committed to equipping you and your financial professional with the tools 
and information you need to weather this storm. We are continuing to watch market 
developments and are here to assist you with evaluating and understanding these economic 
changes. Please contact your financial professional to discuss your portfolio or should you have 
any questions/concerns. 
 

 
7 “Dow closes up 500 points, tests 25,000 level, on recovery hopes and vaccine news,” MarketWatch. May 26, 
2020. 
8 “Stock Rally Tempered by China Tensions; Oil Rises: Markets Wrap,” Bloomberg. May 25, 2020. 
9 “The NYSE trading floor is open (partially) after a two-month hiatus—the Dow and S&P 500 have surged 35% 
during the closure,” MarketWatch. May 26, 2020. 
10 “Earnings Insight,” FactSet. May 22, 2020. 



 

 
 

Investing involves risk, including the potential loss of principal. No investment strategy can guarantee a profit or 
protect again loss. In general, the bond market is volatile; bond prices rise when interest rates fall and vice versa. 
This effect is usually pronounced for longer-term securities. Any fixed-income security sold or redeemed prior to 
maturity may be subject to a substantial gain or loss. Vehicles that invest in lower-rated debt securities (commonly 
referred to as junk bonds or high-yield bonds) involve additional risks because of the lower credit quality of the 
securities in the portfolio. International investing involves special risks not present with U.S. investments due to 
factors such as increased volatility, currency fluctuation, and differences in auditing and other financial standards. 
These risks can be accentuated in emerging markets.  
 
The statements provided herein are based solely on the opinions of the Advisor Group Investment Research Team 
and are being provided for general information purposes only. Neither the information nor any opinion expressed 
constitutes an offer or a solicitation to buy or sell any securities or other financial instruments. Any opinions 
provided herein should not be relied upon for investment decisions and may differ from those of other 
departments or divisions of Advisor Group or its affiliates.  
 
Certain information may be based on information received from sources the Advisor Group Investment Research 
Team considers reliable; however, the accuracy and completeness of such information cannot be guaranteed. 
Certain statements contained herein may constitute “projections,” “forecasts” and other “forward-looking 
statements” which do not reflect actual results and are based primarily upon applying retroactively a hypothetical 
set of assumptions to certain historical financial information. Any opinions, projections, forecasts and forward-
looking statements presented herein reflect the judgment of the Advisor Group Investment Research Team only as 
of the date of this document and are subject to change without notice. Advisor Group has no obligation to provide 
updates or changes to these opinions, projections, forecasts and forward-looking statements. Advisor Group is not 
soliciting or recommending any action based on any information in this document.  
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