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Market/Index
DJIA
NASDAQ
S&P 500
Prime Rate
10-year Treasury

2017 Close
24,719.22
6,903.39
2,673.61
4.50%
2.40%

2018 Close
23,327.46
6,635.28
2,506.85
5.50%
2.69%

2019 Close
28,538.44
8,972.60
3,230.78
4.75%
1.92%

2019 Change
22.34%
35.23%
28.88%
-0.75%
-0.77%

As of 06/30/20
25,812.88
10,058.77
3,100.29
3.25%
0.66%

2020 Change
-9.55%
12.11%
-4.04%
-1.50%
-1.26%

Second Quarter Rebound
Coming off a terrible 1st Quarter, the S&P 500 had its best quarter since the 4th Quarter
of 1998. We were researching 1998 to find similarities and got a chuckle out of what it
looked like 22 years ago. The 3rd Quarter of 1998 saw a tremendous selloff due to the
collapse of a hedge fund called Long Term Capital Management. The Dow had hit an all
-time high of 9,337 in July and then fallen to 7,539 by August 31, a 19% decline in 6
weeks. The FED cut interest rates to 5.25%, and bonds rallied to an all-time high as the yield on a 30 year US Treasury
fell to a record low of 4.96%. Sounds familiar, but it would be really nice to have those yields now.
In the 4th Quarter of 1998 the S&P 500 rose 20.8%, to all-time highs. In the 2nd Quarter of 2020 the S&P 500 has risen
19.95%, down only 4.04% for the year and 8.6% off its all-time high. The two years look pretty similar, and the good
news is that in the 22 years since then, through the internet bubble of 2001, the financial crisis of 2008, the pandemic of
2020, and countless other anomalies, the total return of the S&P 500 is still 271% during that time. We are going to be
OK, but the road forward won’t be without hurdles we have to navigate…
The Reopening
In June, states and municipalities allowed certain businesses to reopen. As expected, the number of new COVID-19
cases is rising and politicians are now put in a no win situation. If they open the economy they will be accused of putting
people’s lives at risk; if they don’t reopen they will bankrupt their constituents and their communities. We wouldn’t want
to be in their shoes right now. But here are some staggering numbers to think about. For every one person who has
been diagnosed with COVID-19, 16 people have filed for unemployment. For every person who has died from COVID19, 800 people have filed for unemployment, and for every person of working age (19-65) who has died from COVID-19,
4,000 people have filed for unemployment.
The unfortunate truth about COVID-19 is that it’s highly unlikely that we will get a vaccine quickly; we currently only have
vaccines for 23 known diseases. Barring a vaccine, the next most effective approach is herd immunity, whereby a
majority of people get the disease, recover from it and become immune. Luckily, COVID-19 seems to be less dangerous
than we first thought. New projections estimate that 90% of cases are undiagnosed. If so, that means 98% are
asymptomatic, and the death rate in the US is currently under 0.4%. Of those deaths, 80% are people who are over the
age of 65 and no longer in the workforce. Economically it makes sense to open the economy, morally it remains a
predicament. But public sentiment is shifting towards reopening.
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There is also a large concern about getting laid off workers
back to work. The National Bureau of Economic Research
released a study that found 68% of jobless workers are
temporarily bringing home more than what their job was
paying them. In fact, unemployment benefit payments
replaced 134% of lost wages for the average jobless
worker. There isn’t much incentive for lower income
workers to return to their previous jobs, and those with low
skill levels can easily be replaced. We fear there will be a
tremendous lag for the return of low skilled workers, putting
further pressure on social programs which are paid for by
already starved state and local budgets.
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On March 27, 2020, the President signed into law the Coronavirus Aid, Relief, and Economic Security Act (the
CARES Act) as part of the $2 Trillion stimulus package. The CARES Act provides for a waiver of required
minimum distributions (RMDs) that would otherwise be payable in 2020 for individual retirement plans (IRAs).
Please contact our office if you would like additional information about this provision.
Disclaimer - This synopsis is based on research of information available at this time and is provided for general information purposes only. Every attempt has been
made to ensure the information contained herein is valid at the time of publication. If you are a client of Anchor, please notify us if there have been significant
changes in your financial situation or investment objectives.
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