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Monday, September 7, 2020 

 

 
 
 
 

 
 

“Bull-markets are born on pessimism, grow on skepticism, mature on optimism, and die on euphoria.” - John Templeton 
 

A Meaningful Labor Day 
A Few Thoughts  on Labor Day  - 

The origins of a day recognizing American workers’ contributions to the nation go back to the late 1800s, and there are several 
origins including one from neighboring Canada. The most well accepted originated with the Central Labor Union of New York with a public 
parade held September 5, 1882. What is significant of this national holiday recognized in 1894, are not picnics and vacations but the 
contribution of all those workers that build this nation – both union members and non-members. Hope you enjoyed and appreciated the day.  
August  Overview –  

 July was good and August was great! In fact, the U.S. stock market had its best August since 1984. For the S&P 500, the month 
marked this index’s fifth consecutive monthly gain rising 7%, while the DJIA finished up 7.6%, and the NASDAQ Composite raced to 11,775, a 
new high and a monthly gain of 9.6%. It appears with the ongoing pandemic, technology companies continued to be driven by accelerating 
work usage and cloud computing trends. 
 Please note the following: 

Index August Close % Gain from Year Low % Year-To-Date 1 

DJIA 28,430 56.0 -0.38 

DJ Transportation Avg 11,185 72.5 2.61 

DJ Utility Avg 803 35.4 -8.64 

DJ Total Stock Market 35,661 62.3 7.95 

S&P 500 3,500 59.7 8.34 

S&P MidCap 400 1,926 63.0 -6.62 

NASDAQ Composite 11,775 77.5 31.24 

Russell 1000 1,946 62.4 9.08 

Russell 2000 1,561 61.5 -6.39 

Russell 3000 2,045 62.4 8.07 

DJ Global ex. U.S.  252 44.8 -4.23 

 
Regarding selected international markets, please review the following (best to worst): 
 

Nation/Market August Close % Year-To-Date 2 

Denmark OMX Copenhagen 1321 16.33 

Argentina Merval 46,758 12.21 

China Shanghai Composite 3,395 11.33 

South Korea KOSPI 2,326 5.35 

Japan Nikkei 225 23,139 -2.18 

Germany DAX 12,945 -2.29 

Canada S&P/TSX Composite 16,514 -3.22 

India S&P BSE Sensex 38,628 -6.36 

Hong Kong Hang Seng 25,177 -10.69 

Brazil Bovespa 100,006 -13.52 

Mexico IPC 36,836 -15.40 

Italy FTSE MIB 19,633 -16.48 

France CAC 40 4,947 -17.24 

United Kingdom FTSE 100 5,963 -20.93 

Chile Santiago IPSA 2,602 -21.98 

 
 From the tables above, we would conclude equity markets domestic and foreign – continuing to appreciate via the technology sector 
by these innovative and adaptive companies that utilize technology including primarily consumer staples and healthcare. As of the third week 
of August, even with the S&P 500 reaching new heights a CNBC analysis shows that the majority of stocks have yet to climb back to their pre-
pandemic levels. As of August 18, 38% of stocks in this index had made gains while the remaining 62% posted losses for the year.3 This trend 
appears to hold for international markets as well.  

For the major U.S. indices, please note a few significant developments: Apple shares had a 4-for-1 stock split while Tesla, the electric 

carmaker, complemented Apple with their 5-for-1 stock split August 30. On the 29th, the DJIA made a periodic but substantial adjustment of its 
30 components – namely replacing Exxon Mobil, Pfizer and Raytheon Technologies with Salesforce, Amgen, and Honeywell.  

 
1

www.wsj.com U.S. & Americas Stock Indexes 8/31/20 
2 www.wsj.com Europe Stock Indexes, Asia Stock Indexes, Americas 8/31/20 
3 www.CNBC.com The S&P 500’s Return to A Record Doesn’t Tell the Full Story 8/22/20 
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 For those that read our monthly letter and know the answer to the following question, the first one to call us with the correct 
answer will receive a gift! The question is: 
 

- Which year and percent of August was the best performance in U.S. history for the DJIA? 
 

Despite ongoing actions and statements from the Federal Reserve, bond interest rates remain unrewarding. Note the following domestic and 
foreign obligations as of August 31st: 

Bond  Yield % Bond Yield % 4 

30-Year T Bond 1.47 10-Year German Sovereign -0.39 

10-Year T Note 0.70 10-Year U.K. Sovereign  0.31 

5-Year T Note 0.26 10-Year Japanese Sovereign 0.53 

3-Month Bill 0.09 10-Year Chinese Sovereign 3.03 

 
 Regarding commodities, gold and silver are still shining. Gold closed the month at $1,975.00 per Troy ounce, up 29.95% YTD, while 
silver finished August up a lofty 59.02% at $28.46 per ounce.5 Crude oil still is a negative 29.95% year-to-date at $42.88/per barrel.6  

Last  Week – 

 Volatility returned with a vengeance this first week of September. The DJIA September 2nd rallied above 29,000 for the first time 
since February while the NASDAQ Composite and the S&P 500 set new records. For the S&P 500 closing at 3580, it was its 22nd record 
close of the year.7 The tech-heavy NASDAQ Composite last Wednesday rose 116 points to 12,056, its 43rd record close of the year.8 
Thursday and Friday were 180 degrees to the negative. By Friday, the DJIA hit an intraday low of 27,664 while the NASDAQ Composite and 
S&P 500 touched 10,875 and 3349 respectively. Thursday and Friday snapped the five-week winning streak for the S&P 500 and NASDAQ 
Composite, led down by the same tech stocks that drove the rally. The areas that have been punished the most the last few days are the 
ones that benefitted the most.  

Economic  Highlights  –   

 The big headline story last week was the August jobs report which posted a surprisingly large drop to 8.4% of the unemployment 
rate and 1.4 million job gains.9 August makes the fourth straight month of falling unemployment, although the pace of unemployment has 
slowed since the start of summer. The July jobless rate was 10.2%. The economy has added 10.5 million private jobs in four months.10 
Labor force participation increased 0.3 percentage points to 61.7%, up 1.5 points from its April low.11 This is still 1.7 percentage points 
below its February peak.12 Retail industry hiring accelerated with 249,000 added in August,  and 1.7 million back of the 2.4 million jobs 
shed in March and April.13 Overall, retail speaking, excluding restaurants, was up 5.8% in July from a year earlier – our latest figures.14 
Online sales growth was “eye-popping” led by Best Buy with sales up 242% and Target up 195%.15  

Manufacturing activity grew for its third straight month in August, driven by new demand and faster export orders. The IHS Markits 
flash U.S. Services Business Activity Index was 54.8 in August, up from 50.0 in July, and it was the first rise in service sector activity since 
the start of the year.16 HIS Markit said its U.S. manufacturing index was 53.1 in August, up from 50% in July.17 The latest productivity 
figures for the second quarter showed an increase of 10.1% as output fell 37.1% and hours worked decreased 42.9%.18 The productivity 
rate for the second quarter was the largest quarterly increase since quarter one of 1971.19  

The latest Conference Board Leading Economic Index shows a 1.4% increase in July, its third consecutive gain.20 This index, which we 
closely follow, delivers insights for what is ahead for the U.S. economy. The Conference Board, founded in 1916, is a non-partisan, 501© 
(3) tax-exempt corporation.21 

The latest inflation statistics are of July and show the Producer Price Index with an increase of 0.6%22 and the Consumer Price Index 
with a gain of 0.99% - both below the Federal Reserve’s 2% target.23 

On the real estate front, sales of existing home sales soared 24.7% in July compared to June.24 The median price of a home sold in 
July rose 8.5% annually to $304,100.25 The supply of existing homes sold in July plummeted 21.1% - with just 1.5 million homes for sale 
that month.26 

Due to the pandemic expectations on corporate earnings for the 2nd and 3rd quarter, earnings are exceptionally low. The latest 
estimated earnings decline for the S&P 500 is -22.4%. If -22.4% is the actual decline in earnings reported by the index, it will be its worst 
performance since second quarter 2009, which was -26.9%.27  

Going Forward –  

The indexes had a very tough time last week and the outlook for stocks by institutions remains uncertain. Based on where the 
markets are as of September, the p/e ratio of the S&P 500 stood at 37.92 up from 22.95 a year ago.28 The current yield of the S&P 500 stands at 
1.77% – a year ago it was 1.93%.29 
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8 Ibid.  
9 www.marketwatch.com U.S Regains 1.4 Million Jobs in August 9/4/20 
10 The Wall Street Journal The Jobs of August p.A12 9/5/20 
11 Ibid. 
12 Ibid. 
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20 www.conference-board.org News Release 8/20/20 
21 Ibid. 
22 www.bls.gov.com Producer Price Index News Release 8/11/20 
23 www.advisorperspectives.com Consumer Price Index 8/12/20 
24 www.cnbc.com July Home Sales Spike a Record 24.7% 8/21/20 
25 Ibid. 
26 Ibid. 
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29 Ibid. 
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 Historically, September is a notoriously weak month for investors, even if moderated by a national election. Institutions are hedging 
for a Covid-19 resurgence. As of September 6, the U.S. population has suffered 6,226,879 cases of Covid-19 with 188,051 total deaths.30  
 The Atlanta Federal Reserve presents a forecast for the Gross Domestic Product (GDP) every quarter. The most current report is an 
estimated growth rate of 29.6% in the third quarter of 2020.31 “Bullish” investors see the economic recovery along with the promise by the Federal 
Reserve keeping interest rates low for years to come, as justification for the current high p/e ratios and an ongoing market rally. Since the current 
recovery kicked off in March, there have only been two pullbacks of more than 5%.32 
 As of September, U.S. debt has reached its highest level compared to the size of the economy since World War II and is projected to 
exceed it next year. As of August 31st, U.S. national debt stood at $26.7 trillion, or $80,879 per citizen, or $214,323 per taxpayer.33 Including 

unfunded total liabilities, total U.S. debt stood at $81.3 trillion.34 The Congressional Budget Office (CBO) said that federal debt held by the public 
is projected to reach or exceed 100% of U.S. GDP.35 This appears to be an Italian-style or Latin American fiscal milestone. Whoever gets elected 
in Washington, D.C. should show some responsibility in this area, we hope! 
 Please call Stephanie, Genesis, Denise, or myself with any questions you may have going into the Fall quarter. We are here to assist 
you!  
  
Yours, 

 
George Gumbiner                              Five Star Wealth Manager since 2009, without exception  
                                                              A+ rating with BBB Accredited Business Since 2002 

 
“If you want to be wealthy, think of savings, as well as of earnings.” 

-Benjamin Franklin 
 

P.S. Reminder! Please access the Marathon website for monthly commentaries, tools and timely statements on the markets! We have built 
numerous tools into our website to help you in answering many diverse financial issues. Input www.MarathonInvestments.com . 
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