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Executive Summary 

• The U.S. continues to see increases in COVID-19 cases, but moving averages point to some easing. 

• Vaccine development progress continued, with more human testing and larger samples. 

• Economic indicators continued to improve but there are signs of a slowing recovery. 

• Regular state unemployment benefits will start expiring but there are other extension programs; 
Congress’ $600 extra payment ended in July; President Trump’s $300 extra payment is limited; 
Congress has not agreed on a further relief package, but is feeling the election pressure. 

• U.S. equities had a strong August, led by tech. Tech stocks saw a sharp decline on September 3 
and 4, but that could be temporary profit-taking given high valuation levels. 

COVID-19 Update: Remote Schooling 
As the season changes from the hot days of summer to the cool nights of fall, we can all 
remember when Labor Day weekend meant that school was either just around the corner for 
some or the first long break of the school year for others. This year, of course, things are 
different. State governments, local authorities, and parents continue to work toward the safest 
way to educate their children while being in the middle of a pandemic. According to data 
compiled by Education Week, a news organization covering K-12 education news, most of the 
largest school districts in the country have chosen a remote-only instructional model, although 
the approaches vary across and within states, from in-person to hybrid to remote-only.1 
 
New daily COVID-19 cases have increased globally to 25.5 million confirmed positive cases, led 
by the U.S. with 23.5% of the confirmed cases, Brazil with 15.4%, and India with 14.7%.2 The 
bright spot is that the moving seven-day percentage of positive coronavirus tests in the U.S. 
was at 5.7% at the end of August, compared to 8.5% at the end of July, which is a favorable 
trend.3 In another positive development, according to the Associated Press, seven of the nine 
states along the nation’s Southern and Western rim are experiencing decreasing numbers in 
three critical coronavirus statistics—new deaths, new cases, and the percentage of tests coming 
back positive for the virus.4 
 

 
1 “School Districts' Reopening Plans: A Snapshot,” Education Week. Visited September 1, 2020. 
2 “COVID-19 Dashboard,” Johns Hopkins University & Medicine. Visited September 3, 2020. 
3 “Daily State-by-State Testing Trends,” Johns Hopkins University & Medicine. Visited September 1, 2020. 
4 “Virus crisis easing across Sun Belt but could heat up again,” Associated Press. September 1, 2020. 



 

 
 

On the vaccine front, AstraZeneca, an England-based company, announced on Monday, August 
31, that its vaccine candidate entered the final U.S. testing stage, which will include the testing 
of 30,000 adults from various backgrounds and age groups. The company will also enter its 
potential vaccine in late-stage trials in the U.K., Brazil, and South Africa. The two other vaccines 
already in phase three testing are the candidates from Moderna, Inc. and a joint effort between 
Pfizer and BioNTech. Both sets of companies are already in the process of testing tens of 
thousands of people in their respective trials, which began over the summer.5 

Economic Update: Cautiously Improving 
The month of August saw continued improvements in economic indicators. Manufacturing and 
service activity (IHS Markit), consumer sentiment (University of Michigan), weekly 
unemployment claims, continued unemployment claims, job openings, and the unemployment 
rate all improved in August. However, there are still signs of caution. The Conference Board’s 
Consumer Confidence Survey declined in August, in contrast to IHS Markit’s report. Monthly job 
creation slowed significantly from 4.8 million in June to 1.8 million July and 1.4 million in 
August. Unemployment claims under the Pandemic Unemployment Assistance program (PUA), 
targeted at the self-employed and gig workers, is trending up. 
 
A supplemental $600 weekly unemployment payment under the CARES Act ended in July. 
Congress has not yet agreed on an extension although some states are implementing a short-
term $300 weekly payment made available by presidential executive order by tapping Federal 
Emergency Management Agency (FEMA) emergency funding.6 Another presidential executive 
order defers payroll taxes starting in September, which should result in higher paychecks, but 
the taxes will be due next year if Congress does not provide relief. While Congress has not 
agreed on any additional relief packages, the upcoming November election is putting pressure 
on both parties in Congress to take action. 
 
Finally, we will mention that the Federal Reserve (the “Fed”) announced in August that it will 
change how it targets inflation. The Fed will allow inflation to go higher and the unemployment 
rate to go lower than it has in the past. The immediate impact of this policy change is limited, 
but it does mean that in the future the Fed could allow the economy to run hotter for longer. 
 

 
5 “Third virus vaccine reaches major hurdle: final US testing,” Associated Press. September 1, 2020. 
6 “It’s been a month since the extra $600 per week in enhanced unemployment benefits expired. Here’s where 
things stand now,” CNBC. August 28, 2020. 



 

 
 

Market Index Trailing Total Returns 

as of 8/31/2020 MTD YTD 1 Year 3 Year 

S&P 500 7.19% 9.74% 21.94% 14.52% 

Russell 2000 5.63% -5.53% 6.02% 5.03% 

MSCI EAFE USD 5.14% -4.61% 6.13% 2.34% 

MSCI Emerging Markets USD 2.21% 0.45% 14.49% 2.83% 

Bloomberg Barclays U.S. Agg Bond -0.81% 6.85% 6.47% 5.09% 

Bloomberg Barclays U.S. Corp High Yield 0.95% 1.67% 4.71% 4.88% 

Bloomberg Barclays Global Agg Bond USD 0.29% 5.38% 4.58% 2.84% 
Periods longer than a year are annualized. Returns include dividends or interest. Source: Morningstar. 

Market Update: Tech Dominates the Headlines 
Market headlines in August echoed many of those seen in July as U.S. equities continued their 
climb. Despite concerns with increasing COVID-19 cases, U.S.-China tensions, and some 
weakening economic data, U.S. equities wrapped up their best August in decades with the S&P 
500 returning 7.2% (including dividends) and hitting several intraday highs along the way.   
Performance was once again dominated by the major technology stocks. The chart below 
shows the relative performance of the major players to the overall performance of the S&P 
500. 
 

 
Source: Yardeni Research, Inc. 

 
Because of its rapid price appreciation, Apple (AAPL) underwent a 4:1 stock split at the end of 
August to make the stock accessible to a broader investor base. This led to the biggest 
reconstitution of the Dow Jones Industrial Average (DJIA) index in several years in order to 
maintain the information technology sector’s weighting in the index relative to its influence on 
the U.S. economy. The DJIA index is comprised of 30 holdings weighted by stock price rather 
than market value and is therefore not widely used in investment portfolios. 
 



 

 
 

The market is also still being helped along by vaccine optimism, Fed stimulus, and more 
recently by the Fed policy change on inflation targeting discussed earlier. Low rates have 
already led investors to move money from low-yielding bonds to stocks, helping the S&P 500 
reach record levels.7 The new Fed policy announcement in August also led to an increase in 
longer maturity Treasury yields, affecting the performance of longer-duration fixed-income 
assets. High-yield corporates ended the month outpacing all other sectors.8 
 
There is fear of market volatility as we near the U.S. election, as evidenced by the pricing of 
futures tied to the CBOE Volatility Index (VIX),9 but the fear may be more around a contested 
election than the ultimate election results. Interestingly, Wall Street donations are favoring 
Democrats for the first time since 2008. As of June 30, of the $800 million donated to politicians 
by securities firms, banks, real estate companies and their employees, slightly more than half 
went to Democrats.10 
 
On Thursday, September 3, the S&P 500 Index and tech-heavy Nasdaq 100 Index fell 3.5% and 
5%, respectively. As of 11:30 a.m. ET on September 4, the two indices had declined a further 
2.5% and 4.1%, respectively, but pulled back most of the losses by 3:00 p.m. ET. The decline in 
the S&P 500 Index was led by Apple, Microsoft, Amazon and Facebook, which have had an 
incredible run, as mentioned earlier, and have very high P/E ratios. At this point, it is too early 
to tell if this is temporary profit-taking or a longer-term reversal in equities. 
 
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 or concerns. 
 
Authors: Michal-Erin Frushell, CFA; Alfredo Gomez, CFA, CAIA; Erik Niland, CFP. 
 

 
7 “What the Fed's shift toward lower rates means for borrowers, savers, markets and the economy,” USA Today. 
August 28, 2020. 
8 “Long Treasury yields rise as the Fed adjusts its inflation strategy,” Nuveen. August 31, 2020. 
9 “US Election Priced as Worst Event Risk in VIX Futures History,” Bloomberg. September 1, 2020. 
10 “Wall Street's Big Money Is Betting On Biden And Democrats In 2020,” NPR. August 17, 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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