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Economic Review – Year-to-date 2020
 After a promising economic/financial market start to 2020, the coronavirus global pandemic brought a dramatic halt to both, as 

governments around the world put “shelter in place” orders in effect. The U.S economy began sliding into recession.

 As the economy slowed and businesses began to close, unemployment rose rapidly and 20 million+ workers filed for initial 
unemployment claims by the end of April. This ended a string of 113 consecutive months of employment gains and a 
historically low unemployment rate of 3.5%.

 Additional effects of the global “shut down” impacted the price of crude oil (-70%), lowered the outlook for corporate revenue, 
earnings and dividend growth, caused significant financial market volatility and a steep drop in equity prices. 

In Response

 The U.S. Fed (and global central banks) aggressively cut already low interest rates to 0%, and Congress enacted the $3 trillion 
CARES Act to help protect families and business from the most debilitating effects of the sharp economic slowdown.

 The CARES Act, the largest economic relief package in history, provides loans and grants to businesses, direct payments to 
individuals, expanded unemployment benefits, direct aid to states, and special grants to health providers.

 With the CARES ACT in place, and more economic stimulus likely to come, expectations for a moderately rapid economic 
recovery (4th Qtr, 2020) are anticipated. This anticipation assumes a successful, gradual “re-opening” of global economies, but 
is also dependent on success controlling the virus. 

The Result

 As a result of the critical responses described above, the equity markets have rebounded strongly from early declines and the
optimism for economic recovery is increasing gradually – though not without “pain”.
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Daily New Coronavirus Cases*
Slowing rate of growth

 Rapid growth of the coronavirus causes global pandemic.
 Response to mitigate virus growth is voluntary economic 

shutdown.
 Economic shutdown causes loss of jobs, financial market 

volatility, collapse of oil prices, declining corporate earnings, 
& general uncertainty.

WHAT NOW & WHY?

**

* Source: Worldometer 5/8/2020

** Source: Evercore, ISI; an index based upon the results of surveying 
U.S. & non-U.S. Purchasing Manager’s outlooks for future business 
activity. PMI Index Y-axis; years 1998 – 2020 x-axis 
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Closing low 3/31/20    
-20% YTD

-9.3% YTD
5/8/20MASSIVE DOMESTIC & GLOBAL MONETARY STIMULUS, MITIGATION OF 

GROWTH OF THE VIRUS, AND INITIAL REOPENING STEPS OCCURING 
SOONER THAN ANTICIPATED HAS LED TO A RECOVERY IN THE S&P 500
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DESPITE A REBOUND IN STOCK PRICES & LOWER 
EARNINGS EXPECTATIONS, STOCK VALUATIONS 

DON’T APPEAR EXCESSIVE 
(Particularly in-light of interest rates & inflation)

25 Yr. Avg. P/E 16.33X

Source: FactSet Research Systems,
*P/E based upon est. 2021 S&P 500 earnings per share
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AGGRESSIVE FED & GLOBAL CENTRAL BANK MONETARY POLICY
HAS CREATED STIMULUS TO STABILIZE THE ECONOMY

AND PROVIDE LITTLE COMPETITION TO STOCKS

*

Average 10 Yr. Treasury Note yield past 60+ yrs.  5.96% 

Current  10 yr. U.S. Treas. Note yield     0.72%Source: FactSet Research Systems
* Source: Evercore ISI; yields in % on y-axis; years 2008 – 2020 on x-axis. Global Rates are the 90-day Sovereign 
(national government) rates of a group of 20 countries  that includes both emerging and developed countries
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*Core Inflation rate 50-yr. avg. = 3.90%.                                            

Current Core rate of annual inflation = 2.10% 

LOW INTEREST RATES, LOW INFLATION AND MODERATE VALUATIONS PROVIDE A 
RESILIANT FOUNDATION FOR EQUITY PRICES - WE REMAIN ATTENTIVE TO THE 
FURTHER IMPACT OF THE CORONAVIRUS.

Source: FactSet Research Systems
*Core Inflation is the change in the cost of goods and services in the U.S. but does not include those from the Food and Energy sectors.
Food and energy are excluded from the calculation for Core Inflation because their prices are much more volatile.
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ACTIONS REQUIRED T0 RESTORE EC0N0MIC, MARKET & PSYCHOLOGICAL 
CONFIDENCE

 Virus cases stabilize and begin to decline. (New York, Louisiana, Washington, North Dakota, non-U.S.)

 Pharmaceutical/Biological solution discovered. (Clinical trials taking place; Gilead, J&J, University of Pgh.)

 Major economic stimulus programs enacted. ($3T CARES Act of 2020 to Indiv. & businesses; more likely)

 Unified U.S. Government response in place. (Becoming more evident, but challenged by states)

 Coordinated global response in place. (400+ global economic stimulus measures in the past 9 months)

 Financial market volatility moderates. (Moderating factors beginning to appear)

 “Climactic” media coverages lessens. (Not likely in the near future –“fear sells”)

 Evidence that initial economic re-opening steps are successful and without virus reoccurrence, so that 
economic activity can expand. (“Green shoots” are beginning to appear as states open; economic activity 
starting to resume)

Change & Progress Will Be Monitored Page 8.
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The information or opinions displayed on the following material are for general information only and is not intended to provide specific advice or recommendations for any individual. All performance referenced is historical and is not a guarantee 
of future results. All indices are unmanaged and may not be invested into directly.

The economic forecasts set forth in this material may not develop as predicted and there can be no guarantee that strategies promoted will be successful.

Stock investing involves risk including loss of principal.

Investment advice offered through Stratos Wealth Partners, Ltd., a registered Investment Advisor DBA Parkview Partners Capital Management.
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