
 

 
 

 

Monthly Investment Update 
October 2020  
 
Risk assets generally fell in September as investors continued to monitor the COVID-19 global pandemic and its 
economic impact.  The S&P 500 lost 3.8% during the month resulting in a 5.6% gain year-to-date1.  October will 
likely be a busy month with significant events like third quarter corporate earnings results and US economic 
data, as well as the potential for additional stimulus from Washington as the US Presidential election enters its 
final weeks. 
 
COVID-19 Pandemic 
The COVID-19 pandemic has been a significant source of influence across global markets and economies during 
2020.  Since mid-summer, the rate of new confirmed cases and fatalities from the virus have begun to flatten 
and trend down on average across the US.  Economic activity, while still mixed, has begun to improve as well.  
Applications for new mortgages, for example, have fully rebounded as low interest rates have spurred demand 
for home purchases.  However, dining and leisure activities are still sharply lower than 2019. 
 

 

Confirmed COVID-19 Cases & Fatalities in the US 

 
Source: Bloomberg as of October 4, 2020 

 
 
 

 
1 Source: Morningstar 

7,418,107 

209725

 -

 50,000

 100,000

 150,000

 200,000

 250,000

0

1,000,000

2,000,000

3,000,000

4,000,000

5,000,000

6,000,000

7,000,000

8,000,000

Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20

US Cases (Left) US Deaths (Right)



 

 
 

 

 

Confirmed COVID-19 Cases & Fatalities Worldwide 

 
Source: Bloomberg as of October 4, 2020 
 

 

High Frequency Consumer Activity (Year-over-Year Change) 

 
Source: JPMorgan 
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Purchase mortgage applications -35% 22%
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TSA traveler traffic -96% -70%
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Corporate Earnings 
As we enter earnings season, analysts’ consensus estimates for third quarter 2020 S&P 500 index earnings is a 
year-over-year decline of 21% compared to the third quarter of 2019.  Encouragingly, these expectations 
increased during the quarter by 4% (from $31.78 to $33.08), which marks the first time analysts have increased 
their earnings expectations since the second quarter of 2018.  For the full calendar year of 2020, the consensus 
expectation is for a decline in earnings of 18%, followed by an increase of 26% in 2021. 
 

 
 

 
 



 

 
 

 
 

 
 
 

  



 

 
 

 
 
US Economy 
The US employment picture has shown signs of improvement, but is still challenged.  Initial claims for 
unemployment benefits have been filed by more than 800,000 Americans every week since March, and those 
filing continuing claims for unemployment benefits totaled nearly 12 million people as of late September.  The 
US headline unemployment rate stands at 7.9%.  Large companies like airlines and Disney have announced 
furloughs and layoffs as decreased travel activity have hampered their businesses.  While the US economic 
recovery remains on track, the longer-term concern would be a broad psychological shift of households and 
businesses toward financial conservatism over spending as the pandemic has reminded us how quickly revenues 
and salaries can be cut. 
 
As of this writing in early October, Congress and the White House are still in negotiations for another round of 
fiscal stimulus, though those talks seem to have slowed as the economic recovery may be gaining momentum.  
The House of Representatives passed a $2.2 trillion proposed relief bill that must now be approved through the 
Senate and the White House.  The Federal Reserve last month reconfirmed their accommodative monetary 
policy stance by indicating that they will loosen their inflation target to allow for inflation to run above average 
for a period of time before feeling obligated to begin raising interest rates.  Based on the Fed’s expectations, it is 
likely that US short-term borrowing rates will remain near zero for at least another year or two. 
 
 

US Headline Unemployment Rate 

 
Source: St. Louis Federal Reserve 
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US Initial Claims for Unemployment Insurance Benefits 

 
Source: St. Louis Federal Reserve 

 
US Continuing Claims for Unemployment Insurance Benefits 

 

Source: St. Louis Federal Reserve 
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Implications for Portfolio Management 

The chart below highlights the valuation of large cap US equities as measured by the S&P 500 index.  These 
charts imply that the index may be over-extended.  However, given that we have entered an unprecedented 
period of global fiscal and monetary stimulus, many traditional measured of valuation may not be as meaningful 
in an extended environment of zero interest rates.  Market participants seem to be looking beyond 2020 
earnings and are willing to pay a higher multiple for growth in the recovery years.   
 
We believe that markets today reflect a very positive COVID-19 related outcome and may not appropriately 
discount for the potential risk that the economic and human toll of the virus drags on longer than expected.  
While we are not calling for a significant bear market in risk assets given the backdrop of government 
accommodation, we do advise investors to be mindful of volatility through periods of uncertainty. 
 
 

S&P 500 Index Valuation 

 
Source: JPMorgan 

  

S&P 500 Index: Forward P/E ratio

Valuation 

measure Description Latest

25-year 

avg.*

Std. dev. 

Over-/under-

Valued

P/E Forw ard P/E 21.64x 16.49x 1.62

CAPE Shiller's P/E 30.95 #N/A #N/A

Div. Yield Dividend yield 1.76% 2.05% 0.87

P/B Price to book 3.52 2.99 0.73

P/CF Price to cash flow 15.26 10.73 2.27

EY Spread EY minus Baa yield 1.18% 0.04% -0.58
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Asset Class Returns 

Category  Representative Index  Sept. 2020 YTD 2020 Full Year 2019 

Global Equity MSCI All-Country -3.2% 1.4% 26.6% 

US Large Cap Equity  S&P 500  -3.8% 5.6% 31.5% 

US Small Cap Equity  Russell 2000  -3.4% -8.7% 25.5% 

Foreign Developed Equity  MSCI EAFE  -2.6% -7.1% 22.0% 

Emerging Market Equity  MSCI Emerging Markets  -1.6% -1.2% 18.4% 

US High Yield Fixed Income  ICE BofAML High Yield  -1.0% -0.3% 14.4% 

US Fixed Income  Barclays Aggregate Bond  -0.1% 6.8% 8.7% 

Cash Equivalents  ICE BofAML 3 Mo Deposit  0.0% 0.5% 2.2% 

Source: Morningstar (total returns shown gross of fees)  
As of September 30, 2020 
 

 

Prices & Interest Rates  

Representative Index  Sept. 30, 2020 Year-End 2019  

S&P 500  3,363 3,231  

Dow Jones Industrial Avg.  27,664 28,538  

NASDAQ  11,407 8,973  

Crude Oil (US WTI) $40.22 $61.21  

Gold  $1,888 $1,520  

US Dollar 93.89 96.39 

2 Year Treasury  0.13% 1.58%  

10 Year Treasury  0.70% 1.92%  

30 Year Treasury  1.48% 2.39%  
Source: Bloomberg, US Treasury (total returns shown gross of fees)  
As of September 30, 2020 

 

The Boston Team 
Stuart Feinzig, Senior Relationship Manager 

Geoffrey Caber, Investment Advisor 
Martin Wildy, CFA 

 
 
Past performance may not be representative of future results.  All investments are subject to loss.  Forecasts regarding the market or 
economy are subject to a wide range of possible outcomes.  The views presented in this market update may prove to be inaccurate for a 
variety of factors.  These views are as of the date listed above and are subject to change based on changes in fundamental economic or 
market-related data.  Please contact your Financial Advisor in order to complete an updated risk assessment to ensure that your 
investment allocation is appropriate. 
 
Geoff Caber is dually registered as an Investment Adviser Representative affiliated with Compass Investments, LLC and Investment 
Research Partners LLC. Martin Wildy is registered as an Investment Adviser Representative affiliated with Investment Research Partners, 
LLC. Investment Research Partners, LLC has been contracted by Compass Investments, LLC to provide sub-advisory services to Compass 
Investments, LLC.  Mr. Wildy is not an Investment Adviser Representative of Compass Investments, LLC. 
 


