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Claro Market Insights 

Happy Birthday, America… It’s time to grow again! 
 

 
 
It’s hard to believe we’re only halfway through 2020. With the threat of the Covid-19 virus, it sure feels 
like this year has been packed with a decade’s worth of issues; a global economic shutdown, a record 
number of unemployed, schools closed, no live entertainment or sporting events, lack of travel and 
tourism, and plenty of financial market volatility. Fortunately, there does seem to be some hope as we 
head into the backend of the year. Despite the recent surge of cases in some states, strict containment 
efforts in others have helped slow the spread of the virus. Treatments for those infected have also steadily 
improved, especially as we learn more about it. And several vaccine candidates appear to be on the 
horizon. In addition, people have better adjusted to how they interact through social distancing and with 
working remotely. Hopefully this can lead to some return of normalcy for everyone. 
 
As state economies begin to reopen, the financial markets have forged ahead. During the second quarter, 
the market recovery was predominantly led by healthcare, consumer and technology companies in the 
Nasdaq index which advanced +30% for the quarter. The index is now up an amazing +12% at the 
midpoint of 2020, despite a global pandemic, and has returned +25% since this time last year. The S&P 
500 and Dow Industrials also rose close to +20% over the past three months, yet both are still down year-
to-date (YTD) by -4% and -9.5% respectively. The S&P 500 has eked out a positive gain of +5.4% over 
the past year, however, while the Dow is down -3%. Why such a disparity among these indices? Although 
they all represent large company stocks, there are some important differences in their makeup, and each 
tells a different story.  
 
Most noticeably, nearly half of the Nasdaq’s constituents are from the technology sector, followed by 20% 
consumer services and 10% healthcare. Its top holdings are the premier league of technology and 
consumer leadership (Apple, Microsoft, Amazon, Google and Facebook – the FAAMG stocks). Together 
they make up a whopping 40% of the index! These leaders, along with others such as Netflix and Zoom 
Video, have benefited from the current “stay-at-home” economy. 
 
These companies are also the top holdings for the S&P 500, yet while still sizeable, they make up only 
20% of that index. On a sector basis, technology companies do make up a healthy 25% of the S&P, while 
some others also have a nice slice of the pie (healthcare makes up 15%, while communications services, 
financial and consumer discretionary are all around 10%).  

https://indexes.nasdaqomx.com/docs/FS_COMP.pdf
https://www.investopedia.com/terms/f/faamg-stocks.asp
https://www.cnbc.com/2020/03/06/jim-cramer-20-stock-picks-for-coronavirus-stay-at-home-economy.html
mailto:compliance@claroadvisors.com
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For the Dow Industrials, technology companies also make up a respectable 25%, but like the S&P, the 
weightings of some other important sectors are more evenly distributed. Healthcare, consumer 
discretionary, industrials and financial companies each make up close to 15% of that index.  
 
So, while the Nasdaq does a good job of capturing the more growth-oriented sectors of the U.S. economy, 
the S&P and Dow include a bigger weighting of some other sectors that are also relevant. Which index is 
more representative of the U.S. economy is certainly up for debate, but you can see why the indices might 
not perform similarly over a particular period of time. And that’s without getting into the difference 
between market-cap weighted and price-weighted differences which we can save for another day. 
 
Meanwhile, other important asset classes for investors include smaller companies which can be measured 
by the Russell 2000. It, too, staged a strong recovery as government loans administered through the 
Paycheck Protection Program (PPP), along with stimulus through the Main Street Lending Program from 
the Federal Reserve, helped provide a bridge to those companies seemingly most affected by the economic 
shutdown. The index gained +25% in the second quarter. It is still off -13% so far this year, but is poised 
to recover further as the economy improves and the concern of bankruptcies wanes. International and 
Emerging Markets also advanced +14% and +17% respectively during the quarter but are down -12.6% 
and -10.7% year-to-date.1 Global fiscal and monetary stimulus should help those markets recover too.   
 
For bond investors, the second quarter demonstrated improved stability as the Federal Reserve and U.S. 
Treasury provided a backstop to the credit markets. Corporate debt steadied as the Fed provided support 
to companies through direct loans and by buying corporate bond ETFs. Issuance of government securities 
by the Treasury was expected to exceed $3 trillion as they essentially created money to support the lending 
programs and facilities. Demand for debt was strong as more companies were able to utilize markets to 
raise cash. Municipal debt recovered as the Federal Reserve expanded the Municipal Lending Facility so 
that states and municipalities could manage cash flow stresses caused by the shutdown. 
 

 

                                                        
1 https://ycharts.com/indices 

Financial Market Data
June June Q2 2020 1 Year

U.S Stock Markets Closing Price Monthly Quarter YTD Return
S&P 500 Index Price 3,100.29$     1.8% 20.0% -4.0% 5.4%

Dow Jones Industrials 25,812.88$    1.7% 17.8% -9.5% -3.0%

NASDAQ Composite 10,058.77$    6.0% 30.6% 12.1% 25.6%

Russell 2000 Index 1,441.37$     3.5% 25.4% -13.0% -8.0%

International Stock Markets Closing Price
MSCI EAFE Index 1,780.58$     3.2% 14.2% -12.6% -7.4%

MSCI Emerging Markets Index 995.10$        7.0% 17.3% -10.7% -5.7%

U.S. Fixed Income Closing Price
90 Day T-Bill 203.20$        0.0% 0.0% 0.5% 1.5%

Barclays Aggregate Index 2,361.51$     0.6% 2.9% 6.1% 8.7%

Barclays Municipal Index 1,297.97$     0.8% 2.7% 2.0% 4.4%

Closing Price
Gold 1,784.70$     3.1% 10.9% 17.8% 26.7%

Oil (WTI Spot) 39.75$          12.0% 93.8% -35.0% -31.7%

Bitcoin 9,238.89$     -3.6% 38.6% 28.5% -12.8%

https://www.spglobal.com/spdji/en/indices/equity/dow-jones-industrial-average/%23data
https://www.federalreserve.gov/monetarypolicy/ppplf.htm
https://www.federalreserve.gov/monetarypolicy/mainstreetlending.htm
https://www.federalreserve.gov/monetarypolicy/pmccf.htm
https://www.federalreserve.gov/monetarypolicy/smccf.htm
https://home.treasury.gov/news/press-releases/sm997
https://www.cnbc.com/2020/05/29/corporations-raise-1-trillion-in-the-bond-market-after-fed-backstop-double-the-pace-of-last-year.html
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200511a.htm
mailto:compliance@claroadvisors.com
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Jobs 
One of the biggest factors to the economic recovery will be the employment situation. By shutting down 
the economy, an unprecedented number of people have been furloughed or lost their jobs. In April, the 
number of unemployed reported was more than 23 million! And the unemployment rate was close to 15%. 
The CARES Act hopefully supplements some of the lost income while people are displaced until the 
economy can reopen and they can be reemployed. However, there is no guarantee that will happen. If the 
number of unemployed remains elevated for an extended period of time, we run the risk of dipping back 
into a recession. The past couple of months have shown some improvement as state economies begin to 
reopen (7.5 million have been added back to payrolls since April), but there is still a long way to go. The 
number of unemployed reported in June was still 17.8 million, and that doesn’t include an additional 4 
million people who have left the labor force completely since February. Still, as long as there is progress 
with developing a vaccine and states remain on track to reopen their economies, we should see steady 
improvement with employment which will hopefully lead to greater productivity and growth. 
 
More Stimulus 
Another factor that could help buoy the economy will be additional government stimulus. There is talk 
about extending the additional federal unemployment benefits of $600 per week which are scheduled to 
end on July 25th. There is also a proposal for another round of $1,200 stimulus checks in the $3 trillion 
HEROES Act that the House of Representatives passed the back on May 15th. The Senate is looking to 
pass their own version of that bill before their August recess. More funding will go a long way in providing 
support to people in need until the economy is on better footing. A major concern, though, is that it also 
further increases the budget deficit and the national debt which could impede our future ability to grow. 
 
Election 
As we move into the second half of the year, it’s easy to forget that there is an election coming up this 
November. And as the political conjecture heats up, there will be much debate on the leadership of the 
country. People will have their opinions and the markets will likely be subject to even more volatility. 
Yet, despite where your political favor leans, the end result is that this will still remain the most innovative 
and free country in the world. Our government has its flaws, like any, but we always find a way to grow 
and make a better place for ourselves and for future generations. 
 
The Bottom Line  
So far 2020 has been challenging for everyone as the Covid-19 virus has ravaged our health; physically, 
emotionally and economically. As more data comes forth, the unfortunate truth is it likely will feel worse 
before it actually feels better. Estimates for the second quarter are looking at a -35% drop in GDP, while 
corporate earnings are expected to fall -45% from last year. But things should improve after that, which 
is why we need to remain upbeat. The main driver of optimism is the production of a viable vaccine that 
will allow people to get back to work, to attend school, and to travel freely without having to worry about 
spreading the virus. Once that happens it will be time to start growing again! 

 
In the meantime, we wish you all continued good health and safety. Hopefully we make enough progress 
medically and economically so that people can get outdoors, be social (in a safe manner) and enjoy the 
summer. There will be plenty of sunny days ahead! Please check in and update us anytime on how you 
are doing and if you need anything. Wishing you and all your family the very best! 
 
Michael Mullin, CFA 

https://home.treasury.gov/policy-issues/cares
https://www.bls.gov/news.release/pdf/empsit.pdf
https://www.congress.gov/bill/116th-congress/house-bill/6800
https://www.frbatlanta.org/-/media/documents/cqer/researchcq/gdpnow/RealGDPTrackingSlides.pdf
https://www.yardeni.com/pub/yriearningsforecast.pdf
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