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S&P 500 Climbs Over 7% in August, Attains New All-Time High 

 

Dear Great Lakes Wealth Clients & Friends,  

We hope you and yours are well as we approach the end of summer, a time of change even during more 

normal times. As we all prepare for this busy period, we wanted to share with you a look back at the 

markets and economy over the past month of this record-breaking year.  

The S&P 500 hit a new high on Aug. 18 for the first time since February, making up for the losses in 

March, and continued to climb the rest of the month. Technology and large-cap companies led the way, 

continuing the “tale of two markets” hidden inside the mainstream indices, a familiar story throughout 

the COVID-19 era. August has historically been relatively weak for the broad-market S&P 500, but that 

didn’t stop the equity index climbing over 7% for the month as the S&P 500 is on pace to post its best 

summer performance (+18% post-Memorial Day) since 1938. The markets may have been buoyed by a 

stronger-than-expected earnings season, progress on COVID-19 therapeutics and vaccines, improving 

economic data and continued stimulus from the Federal Reserve. 

There is also evidence of strength underneath the top performers, with gains being made in a fairly 

broad swath of the market, with second quarter corporate earnings finishing 23% above estimates, led 

by the performance of Consumer Discretionary stocks, Industrials, Health Care and Materials. The 

strength of the market since the struggles of March doesn’t tell the full story. There are still concerns 

about coronavirus transmission in newly reopened schools, and market observers continue to keep an 

eye on unemployment figures and household earnings. 

While Congressional lawmakers are not working against a specific deadline to pass a new round of 

economic stimulus, we are watching a September 30 government funding deadline as the next potential 

target for a legislative package, which could be tied to a must-pass bill in order to avoid a government 

shutdown. We also recognize that the November 3 national elections are now on everyone’s radar. 

Monetary policy will remain accommodative. Federal Reserve Chairman Jerome Powell announced that 

the central bank has adopted a more tolerant approach to inflation. The Federal Reserve, recognizing 

that low unemployment significantly benefits low- and medium-income households, also made its 

employment objective “a broad-based and inclusive goal.” As a consequence, short-term interest rates 

are expected to remain lower for longer. The change is subtle, however, and not a big shift from how 

the Federal Reserve has conducted policy in recent years.  
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With everything going on we are likely to see more records being set in the days to come, but in the 

meantime, the major indices showed strong performance through the month, including the S&P 500’s 

7.01% gain and the NASDAQ continuing to lead with 9.59% added.  

Economy 

• Consumer spending rebounded sharply in May and June, from a steep decline in March and 

April, but the pace of improvement appears to have moderated.  

• The housing market is strong, aided by low mortgage rates and an expected longer-term shift in 

working from home. Sales of big-ticket items like cars and boats have benefited from recovery 

rebate checks and limited spending options available elsewhere, such as restaurants, tourism 

and live events.  

• Service sector job losses have been concentrated in the lower end of the income scale. About 

half of these jobs have come back, but weekly unemployment claims remain historically high. 

State and local governments are experiencing significant budget strains, which will likely also 

lead to job cuts down the road.  

 

 

 

 12/31/19 Close 8/31/20 Close 
Change 

Year to Date 

% Gain/Loss Year 

to Date 

DJIA 28,538.44 28,430.05 -108.39 -0.38% 

NASDAQ 8,972.61 11,775.46 +2802.85 +31.24% 

S&P 500 3,230.78 3,500.31 +269.53 +8.34% 

MSCI EAFE 2,036.96 1,910.82 -126.14 -6.19% 

Russell 2000 1,668.47 1,561.88 -106.59 -6.39% 

Bloomberg Barclays 

Aggregate Bond 
2,225.00 2,371.84 +146.84 +6.60% 

Performance reflects price returns as of market close on Aug. 31, 2020, except for the MSCI EAFE and Bloomberg Barclays 

Aggregate Bond, which reflect the Aug. 28 closing values. 

Here are some brief takeaways of the conditions and events we expect will shape the market as we enter 

into September.  
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Equities 

• COVID-19’s massive fundamental impact is set to wane and provide easy comparisons in 2021, 

which should support broad-based sector improvement. 

• The market appears to be looking ahead 6 to 12 months into the future, wagering that 

corporate earnings will have staged a strong rebound by then.  

International 

• Despite poor second-quarter economic statistics, most international markets made some 

positive progress.  

• A number of major emerging markets outside of China continue to see a high number of new 

cases of COVID-19. However, northeast Asia and Europe have only seen localized second 

pandemic waves to date, although numerous travel restrictions and government economic 

support schemes remain in place.   

 

Fixed Income 

• The 10-year yield fell to a new record close, as fear of a longer, lower recovery created a new 

“wall of worry” for bondholders. But just as quickly as the yield fell, it rebounded upward six 

days later. As long as the Fed remains this accommodative and the U.S. economy struggles to 

find its “footing,” Treasury rates continue to stay low.  

• Treasury notes and bonds continue to get a lot of attention from foreign central banks, domestic 

banks with low loan demand, and the Federal Reserve. Even though rates are near record lows, 

investors of other sovereign debt still see a positive sloping Treasury yield curve as an attractive 

alternative to many countries’ negative yields.  

Bottom line 

• 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.  

• Currently, the markets will be watching stimulus package developments in Washington closely, 

but after that, attention will likely turn to the November elections as candidates reveal policy 

plans. 

• In the coming months, don’t be surprised to see an increase in volatility leading up to the U.S. 

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

the market recovery has been remarkable, we remain positive for the long-term, bull-market 

opportunity that remains. 
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• We believe the positives of global stimulus and low rates outweigh the potential 

negatives. Though we expect volatility over the next few months, moments of market weakness 

should be seen 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.   

• Our current approach continues to be discipline and patience when both buying and 

selling. Volatility creates opportunity. 

 

We continue to hope you and yours enjoy good health. Thank you again for the trust you have in us. If 

you have any questions or concerns, about the markets, your investments or your financial plan, please 

let us know.  

We’ll continue to keep you updated. If you have any questions or would like more information on 
becoming a Great Lakes Wealth client, please call us at 248.378.1200.  
 

 

Sincerely,  

 

 

Your Investment Team at Great Lakes Wealth 

 

 


