
Second Half Economic & Market Update 

Intro: 
• Welcome to the Potter Financial Group mid-year update.  I hope this finds you and your family 
safe and doing well.

• This is our first video update and I hope you will find it informative.  Over the next few 
minutes, I will recap the first half of 2020, speak to how the economy and markets are 
performing and what we can expect in the months ahead.

• The first half of 2020 was one of incredible change and unsettling news as our nation, 
communities and families dealt with the impact from COVID-19.  From a financial perspective 
we saw the record long economic expansion and decades low in unemployment swept away 
by the COVID-19 virus pushing the U.S and global economy into a severe and sudden 
recession.


Here’s a quick recap of where we’ve been: 
• As the virus spread and the county locked down, the national unemployment rate peaked in 

April at almost 15% and by June declined to 11%.

• In response Congress and the CARES act provided over $3 trillion in stimulus and financial 

aid with another $1 trillion currently pending in Congress.

• The spread of COVID-19 leveled out during April and May but then reaccelerated as many 

states reopened too soon.   John Hopkins is currently reporting 147,000 deaths from 4.2 
million cases.


• Aided by the massive stimulus and support from the Federal Reserve, the S&P 500 recovered 
the COVID-19 losses despite enduring a - 34% decline during February and March.    


• Most of the stock market gains have been concentrated in a handful of technology stocks.

• Investor sentiment continues to be supported by further government stimulus, an 

accommodative Federal Reserve and cautious optimism about a vaccine.


How is the economy doing right now? 
• Any discussion on the economy & markets must begin with where we are with the virus.  The 
virus continues to inflict a terrible toll on the United States as recent outbreaks from the sun 
belt states like Florida, Texas, Arizona, and California rapidly accelerated.

• Recently new cases nationally have begun to average 70,000/day for the first time with most 
of the growth coming from the outbreak states.  However, good news is coming out of those 
first hard-hit states like NY and NJ highlighting the effectiveness of social distancing in 
managing COVID spread.  

• Despite the rolling wave of COVID spread, the consensus is these outbreaks will ultimately be 
brought under control by more widely adopted social distancing and that another national 
shutdown at this time is not likely.

• Economic news continues to show a recovery under way that surged during May and June 
but now seems to be leveling out.    

• Unemployment is still very high even as progress has been made from the nearly 15% rate in 

April to 11.1% from June.  July’s unemployment is expected to be closer to 10% however, 
economists predict further gains to stay flat if hiring gets impacted by rising COVID cases.   


• Despite the situation in jobs, the good news is that both consumer spending and retail sales 
are approaching pre-crisis levels.  And the strength in housing as a leading economic 
indicator should help continue this trend.  


• Interest rates have fallen to historic lows with the current 30-year fixed mortgage rate now 
under 3%; its lowest level in almost 50 years.




How are the markets performing? 
• July year-to-date performance for the S&P 500 has recovered all the COVID-19 losses, which 
is remarkable considering the peak decline during February & March was – 34%.

• Like the economic recovery, the stock market rebound was not evenly spread among the 
broad market.  

• In fact, only two of the eleven stock market sectors of the S&P 500 had positive performance 
during the first half of the year, most notably from a handful of six stocks Facebook, Alphabet 
(Google), Netflix, Amazon, Microsoft & Apple.  

• These six stocks now account for over 26% of the S&P 500 market share causing concerns 
about the markets reliance upon the technology sector.  To put this into perspective, five years 
ago the share of these six stocks were just 10% of the S&P 500.

• Income oriented investors who invest in dividend-oriented stocks unfortunately have not 
participated in the market rebound.  Investors have largely stayed away from traditional 
dividend sectors like financials and energy stocks fearing the possibility of dividend cuts.

• U.S. bonds continue to be the best performing asset class with the Barclays US Aggregate up 
7.4% thanks to the decline in interest rates.  


What can we expect for the second half? 
• Forecasting during a pandemic is at best an educated guess and ultimately depends upon 
the virus. 

• Most feel the economic reopening will continue with state & local COVID hot spots flaring up.

• The consensus from economists and investment strategists is that we’ve seen the low in both 
the economy and the financial markets.  

• This is based on the belief that the current increase in COVID-19 cases and a potential 

second wave in the fall will not require another lockdown.  

• We can expect interest rates to remain low for several years making money markets & CDs 
unable to keep up with taxes and inflation.

• We can also expect the upcoming election to create some uncertainty but feel it is too early to 
discuss possible changes until we learn more about the party platforms.  

• In summary, much remains uncertain and the path to recovery will be uneven.  But progress is 
being made.  An analogy would be plotting temperature changes between winter and summer.  
The overall trend is warmer but uneven as we thaw out.  Here in North Carolina the heat index 
is 102 degrees.  I can happily say we’ve thawed out!


In Closing 
• Remember to trust your financial plan and avoid fear-based decisions.  Don’t get caught up 
on short-term gains that could easily be lost in a day of volatility.  The path forward will be long 
until we get a vaccine.  In my opinion, keeping a well-diversified portfolio that matches one’s 
time horizon and risk levels remains the best path forward for most investors.

• I hope you’ve found this review to be helpful and educational.  I understand the uncertainty 
facing all of us.  We are grappling with an economic and health care crisis that none of us have 
ever faced.

• But, we are all in this together.  If you have friends or family members worried please feel free 
to forward them this video.  And of course, If you have questions or concerns, let’s have a 
conversation.  That’s what I’m here for.

• Until we speak again, take care and be well.
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The opinions expressed in this commentary are those of the author and may not necessarily 
reflect those held by Commonwealth Financial Network   The material is for informational 
purposes only. It represents an assessment of the market environment at a specific point in 
time and is not intended to be a forecast of future events, or a guarantee of future results. It is 
not guaranteed by Commonwealth Financial Network for accuracy, does not purport to be 
complete and is not intended to be used as a primary basis for investment decisions. It should 
also not be construed as advice meeting the particular investment needs of any investor. 
Neither the information presented, nor any opinion expressed constitutes a solicitation for the 
purchase or sale of any security.  S&P 500 Index is an unmanaged group of securities 
considered to be representative of the stock market in general.  The Barclays Capital 
Aggregate Bond Index is made up of the Barclays Capital Government/Corporate Bond Index, 
Mortgage-Backed Securities Index, and Asset-Backed Securities Index, including securities 
that are investment-grade quality or higher, have at least one year to maturity, and have an 
outstanding par value of at least $100 million.


Using diversification as part of your investment strategy neither assures nor guarantees better 
performance and cannot protect against loss of principal due to changing market conditions.


Securities and advisory services offered through Commonwealth Financial Network®, member 
FINRA/SIPC, a Registered Investment Adviser.  Fixed insurance products and services offered 
through CES Insurance Agency or The Potter Financial Group.  



