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Economic Data Remains Weak; Improvement Will Only 
Come With Reopening 

 

o With U.S. real GDP reported -4.8% q/q annualized in 1Q, the 
recession in the U.S. looks certain. Our economics team 
estimates 2Q GDP declines -33% q/q annualized as health 
lockdowns affected April. Importantly, the lockdowns seem to 
be lifted only in stages. 
 

 
 

o Personal Consumption was very weak in the first quarter, 
suggesting consumers cut back even before the economy shut 
down. 

 

In this week’s Highlights, 

Ryan Grabinski discusses the 

weak economic data, how 

more fiscal policy is going to 

be needed, and how the 

markets are deviating from 

the fundamentals.  
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o Japan’s economy was already suffering as the large exporter was 
feeling the effects of reduced global demand. Japan is pursuing 
a somewhat different approach to contain the virus within its 
borders. Still, domestic economic activity is suffering. 
Consumer confidence plunged to a new low in April. Industrial 
production waned to a seven-year low in March and retail sales 
experienced a similar drop around the 2019 VAT-hike. 
 

 
 

o Economic data continues to show improvement, but not fully 
recovered conditions in China. 
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More Fiscal Policy Is Going to Be Required 

o While the next round of fiscal stimulus will be more difficult to 
pass than previous rounds, below is a list of some of the items 
that may be included: 
 

 
 

o As Congress begins work on the next round of stimulus and the 
two sides fight over state aid, governors will report their April 
tax collections, which we expect to show a large decline 
compared to last April and fiscal year-to-date. Some of this 
weakness is a simple timing difference from the delay in the 
April tax season. Other parts of the weakness, like the decline 
in income and sales tax revenue, are due to the economic effects 
of COVID-19 and the state shutdowns. 
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Fundamentals Deviating From Market Optimism  

o The last two bear markets saw the S&P fall by about 50% from 
peak to trough. The bear market that started on February 19th 
and ended on March 23rd of this year was a -35.4% decline. An 
equivalent drop in profits would place S&P operating earnings 
at about $107. In this sense, a fair amount of bad news was 
priced in to the March low, but earnings are not yet showing 
this. 
 

 
 

o Using the financial crisis as a benchmark for earnings declines 
suggests most sectors have further to go. 
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o This past week, we saw a reversion trade take place. The worst-
performing stocks during the sell-off outperformed the best by 
more than 1400 bps.  
 

 

 

o There was also a statistically significant surge for equal-weight 
S&P over the last several days. This was early to signal in mid- 
‘99, but ultimately was messaging a change in leadership, as it 
also did coming off the ‘09 lows. 
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IMPORTANT DISCLOSURES 
 
This communication was prepared by Strategas Asset Management, LLC (“we” or “us”).  Recipients of this 
communication may not distribute it to others without our express prior consent.  This communication is provided 
for informational purposes only and is not an offer, recommendation, or solicitation to buy or sell any security.  This 
communication does not constitute, nor should it be regarded as investment research or a research report or securities 
recommendation, and it does not provide information reasonably sufficient upon which to base an investment 
decision. This is not a complete analysis of every material fact regarding any company, industry or security. Additional 
analysis would be required to make an investment decision. This communication is not based on the investment 
objectives, strategies, goals, financial circumstances, needs or risk tolerance of any particular client and is not presented 
as suitable to any other particular client.  
  
For investors subject to MiFID II (European Directive 2014/65/EU and related Delegated Directives): We classify 
the intended recipients of this communication as “professional clients” or “eligible counterparties” with the meaning 
of MiFID II and the rules of the U.K. Financial Conduct Authority. The contents of this report are not provided on 
an independent basis and are not “investment advice” or “personal recommendations” within the meaning of MiFID 
II and the rules of the U.K. Financial Conduct Authority. 
 
The information in this communication has been obtained from sources we consider to be reliable, but we cannot 
guarantee its accuracy. The information is current only as of the date of this communication, and we do not undertake 
to update or revise such information following such date. To the extent that any securities or their issuers are included 
in this communication, we do not undertake to provide any information about such securities or their issuers in the 
future. We do not follow, cover, or provide any fundamental or technical analyses, investment ratings, price targets, 
financial models or other guidance on any particular securities or companies. Further, to the extent that any securities 
or their issuers are included in this communication, each person responsible for the content included in this 
communication certifies that any views expressed with respect to such securities or their issuers accurately reflect his 
or her personal views about the same and that no part of his or her compensation was, is, or will be directly or 
indirectly related to the specific recommendations or views contained in this communication. This communication is 
provided on a “where is, as is” basis, and we expressly disclaim any liability for any losses or other consequences of 
any person’s use of or reliance on the information contained in this communication. 
 
Strategas Asset Management. LLC is an SEC-registered investment adviser and is affiliated with Strategas Securities, 
LLC, registered broker-dealer and FINRA member firm, as well as an SEC-registered investment adviser. Both are 
affiliated with Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and FINRA member firm, although 
the firms conduct separate and distinct businesses.  A complete listing of all applicable disclosures pertaining to Baird 
with respect to any individual companies mentioned in this communication can be accessed at 
http://www.rwbaird.com/research-insights/research/coverage/third-party-research-disclosures.aspx. You can also 
call 1-800-792-2473 or write: Robert W. Baird & Co., PWM Research & Analytics, 777 E. Wisconsin Avenue, 
Milwaukee, WI 53202. 
 
Past performance is not a guarantee of future results. 
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