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Executive Summary 

• Moderna led equities up on Monday after releasing positive early COVID-19 vaccine test results, 
then down on Tuesday after some skepticism. Such reactions are expected given such preliminary 
results. 

• More states are lifting restrictions while maintaining social distancing guidelines. 

• Economic indicators continue to point to bad second quarter, but we could be reaching a bottom. 

• With the blend of positive and negative news, expect volatility to continue. 

COVID-19 Update: Guarded Hopes of a Vaccine  
As the count of worldwide coronavirus infections continues to increase to close to 5 million 
confirmed cases,1 some potential good news was reported on Monday when pharmaceutical 
firm Moderna, Inc. announced that initial COVID-19 vaccine results induced immune responses 
(antibodies) in volunteers, raising hopes of a vaccine or medical treatment to prevent or slow 
the spread of the virus.2 While some hope for a vaccine by year-end, many experts caution that 
a more realistic time frame would be 12-18-months, which in historical terms would still be 
considered extraordinarily fast.3 Additionally, Moderna’s results were questioned on Tuesday.4 
Due to the urgent need for a treatment, COVID-19 studies, including Moderna’s, tend to be 
released early without complete information and prior to being peer-reviewed, so concurrent 
excitement and skepticism is to be expected. 
 
As more states lift restrictions that were put in place to help curb the spread of the coronavirus, 
many businesses are reopening under limitations and social distancing guidelines, creating 
some sense of normality. Many Americans are venturing out from self-isolation and returning 

 
1 “COVID-19 Dashboard,” John Hopkins University & Medicine Coronavirus Resource Center. 
https://coronavirus.jhu.edu/map.html. Visited May 18, 2020. 
2 “Moderna Says Initial Covid-19 Vaccine Results Are Positive,” Wall Street Journal. 
https://www.wsj.com/articles/moderna-says-initial-covid-19-vaccine-results-are-positive-11589805115. May 18, 
2020. 
3 “Vaccine Could Potentially Be Available Later This Year, Coalition Says,” Bloomberg. 
https://www.bloomberg.com/news/articles/2020-04-27/vaccine-coalition-sees-potential-to-go-even-faster-in-
covid-race. April 27, 2020. 
4 “Scientists Raise Questions About Moderna Vaccine In Market-Shaking Report,” Forbes. 
https://www.forbes.com/sites/alexandrasternlicht/2020/05/19/scientists-raise-questions-about-moderna-vaccine-
in-market-shaking-report/#780c10c12136. May 19, 2020. 
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cautiously back into businesses.5 Some governors, even in the hardest-hit states, are now 
welcoming major sports teams back to start playing their seasons, albeit without fans in the 
stands.6 
 
The economic pain caused by COVID-19 remains a top issue on the minds of most Americans. 
As unemployment hits new heights each passing week, a new bill known as the HEROES Act 
calls for additional stimulus payments to Americans making under a certain amount of yearly 
income. Additional benefits of the proposed bill that was passed by the House of 
Representatives would look to extend unemployment benefits and provide aid to states and 
local governments. The bill is still in the early stages, so if it survives and becomes law, there are 
likely to be significant changes as it moves through the legislative process.7 
 

Economic Indicators 

 2/29/2020 3/31/2020 4/30/2020 5/19/2020 

3-Month Treasury Rate 1.27% 0.11% 0.09% 0.13% 

10-Year Treasury Rate 1.13% 0.70% 0.64% 0.70% 

ICE BAML High Yield OA Spread 5.06% 8.77% 7.63% 7.41% 

Fed Funds Rate Upper Target 1.75% 0.25% 0.25% 0.25% 

Unemployment Rate 3.50% 4.40% 14.70% n/a 

WTI Crude Oil Spot ($/bbl) $44.76 $20.48 $18.84 $32.50 

VIX Index Level 40.11 53.54 34.15 30.5 

U.S. Mfg PMI (IHS Markit) 50.7 48.5 36.1 n/a 

U.S. Service PMI (IHS Markit) 49.4 39.8 26.7 n/a 

Consumer Sentiment (Michigan) 101.0 89.1 71.8 73.7 

U.S. Hotel Occupancy (STR)* 64.1% 22.6% 28.6% 30.1% 
*As of 2/29/2020, 3/28/2020, 5/2/2020, and 5/11/2020, respectively. 
Sources: Federal Reserve Economic Data (FRED), Trading Economics, Bloomberg, CBOE, STR. 

Economic Update: Signs of Nearing the Bottom 
Over the past week, readings for economic indicators continued to show that the U.S. economy 
was likely in a deep recession during the month of April. The Census Bureau reported that retail 
sales in April fell by their largest percentage on record, down 16.4% from March and lower by 
21.6% from a year earlier. The declines in retail sales were widespread and pronounced due to 
the majority of the country having shelter-in-place orders during the month of April. The largest 
declines were in clothing stores (–79%) and furniture stores (–59%), while a bright spot was 
found in online retailers, which saw an 8% rise in sales. Interestingly, grocery store sales fell by 

 
5 “Social Distancing Eases as Some States Lift Restrictions,” Gallup. https://news.gallup.com/poll/311018/social-
distancing-eases-states-lift-restrictions.aspx. May 15, 2020. 
6 “Sports teams should play: NY governor,” Reuters. https://www.reuters.com/article/us-health-coronavirus-usa-
new-york/niagara-falls-to-begin-reopening-sports-teams-should-play-ny-governor-idUSKBN22U2CN. May 18, 2020. 
7 “5 HEROES Act Provisions with a Good Chance of Becoming Law,” Kiplinger. 
https://www.kiplinger.com/slideshow/saving/T043-S001-heroes-act-provisions-that-could-become-
law/index.html. May 16, 2020. 
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13% in April from March as stockpiling of goods began to decline, although sales still remained 
13% higher than a year earlier. 
 
In the housing market, April housing starts fell by a record 30% on a month-over-month basis. A 
more optimistic tone was set by homebuilders as the May NAHB Housing Market Index climbed 
to 37 from 30 a month earlier. Meanwhile, the number of individuals seeking unemployment 
claims remained elevated at 2.98 million, although the number of claims has slowly fallen each 
week since reaching a peak of nearly seven million claims six weeks ago. The number of 
workers who received benefits in the week ending May 2 totaled 22.8 million people, up 
slightly from 22.4 million individuals in the prior week. 
 
Members of the Federal Reserve (the “Fed”) actively discussed their views on the economy and 
monetary policy last week. In a 60 Minutes interview, Fed Chairman Jerome Powell said that 
the Fed has plenty of ammunition to help support the economy and that there is “no limit to 
what we can do with these lending programs.” At the same time, Mr. Powell warned that the 
economy will not be able to fully recover until the virus is controlled.8 In a separate speech, Mr. 
Powell commented that the Fed is not considering negative interest rates. He also provided 
some optimism that unemployment is likely to peak in the next month, although it will likely 
remain elevated for a significant period of time. Boston Fed Chief Eric Rosengren also provided 
commentary, saying that “now is the time for both monetary and fiscal policy to act boldly to 
limit economic pain from the pandemic.” Mr. Rosengren said that he anticipates 
unemployment will peak around 20% and may remain in double digits at year-end. He also said 
he does not anticipate a “V-shaped” recovery for the U.S. economy.9 
 
The Federal Reserve of Atlanta is forecasting a second-quarter annualized decline in GDP of 
42.8%, led by an expected fall of 43% in personal consumption (which accounts for 68% of 
GDP). Goldman Sachs is projecting an annualized decline of 39% in second-quarter GDP, but an 
annualized increase of 29% in the third quarter.10 

 
8 “Fed chair: ‘There's no limit’ to coronavirus stimulus response,” Axios. https://www.axios.com/jerome-powell-
coronavirus-stimulus-response-d94cd03a-af34-4f30-a620-e5ccc03c28cf.html. May 18, 2020. 
9 “The Main Street Lending Program and Other Federal Reserve Actions,” Federal Reserve Bank of Boston. 
https://www.bostonfed.org/news-and-events/speeches/2020/the-main-street-lending-program-and-other-
federal-reserve-actions.aspx. May 19, 2020. 
10 “GDP could decline by 42% in the second quarter, according to the Atlanta Fed,” CNBC. 
https://www.cnbc.com/2020/05/15/gdp-could-decline-by-42percent-in-the-second-quarter-according-to-the-
atlanta-fed.html. May 15, 2020. 
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Market Index Trailing Total Returns 

as of 5/19/2020 MTD YTD 1 Year 3 Year 

S&P 500 0.51% -8.83% 4.26% 9.20% 

Russell 2000 -0.13% -21.19% -13.56% -0.10% 

MSCI EAFE USD 0.04% -17.81% -9.04% -1.60% 

MSCI Emerging Markets USD 0.11% -16.51% -4.67% -0.03% 

Barclays U.S. Aggregate Bond -0.19% 4.78% 10.00% 4.95% 

Barclays High Yield Corp 1.30% -7.57% -2.32% 2.15% 

Barclays Global Agg Bond USD -0.97% -1.66% 2.21% 1.94% 
Periods longer than a year are annualized. Returns include dividends or interest. Source: Morningstar. 

Market Update: Still Following the Daily News 
Markets continue to react to daily developments related to a potential economic recovery and 
the potential development of a vaccine for COVID-19. Last week, U.S. equities ended on a down 
note as Fed Chair Powell warned about “lasting damage” to the economy, Congress disagreed 
on a stimulus package, government officials threated a resumption in the U.S.-China trade war, 
and economic indicators had poor readings.11 The S&P 500 rose 3.2% on Monday, May 18 on 
news of Moderna’s positive early test results, but dropped 1.1% the following day on skepticism 
of Moderna’s test results. With the blend of positive and negative news, expect volatility to 
continue. 

Information Portal 
Be sure to visit the Coronavirus Response Resource Center on Advisor Portal—your one-stop 
online hub for resources on COVID-19’s impact on the markets. On the page, you’ll find relevant 
and timely insights from the Advisor Group Product Research Team and our Strategic Partners. 
Check back frequently for the most up-to-date information. 
 
Advisor Group is closely monitoring market conditions and is here to assist you with reviewing 
developments. The current volatility serves as a reminder to your clients of the importance of 
maintaining diversified portfolios across multiple asset classes. Timing the market is a very 
difficult task as market conditions can change abruptly. It is prudent for clients to maintain a 
long-term investing approach.  
 
If you have any questions about financial markets or investments that are offered at Advisor 
Group, please feel free to contact the Sales Desk at 800-558-7735 or you may reach Product 
Research by email at agr@advisorgroup.com. 
 
 

 
11 “Global Markets Weekly Update,” T. Rowe Price. May 15, 2020. 
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