
Macro	Overview	/	July	2020	

Concern	has	elevated	regarding	the	possibility	of	a	second	wave	of	COVID-19	
infections	following	a	surge	in	cases	across	the	country.	Markets,	however,	continued	
to	shrug	off	dismal	economic	data	amid	pandemic	worries,	as	a	sporadic	easing	of	
restrictions	targeting	businesses	came	about.	The	second	quarter,	which	ended	June	
30th,	saw	a	rebound	in	all	eleven	sectors	of	the	S&P	500	Index,	a	reversal	following	
the	Mirst	quarter	of	the	year.	

The	increase	in	new	coronavirus	cases	in	various	states	and	cities	has	escalated	
anxiety	among	investors	and	market	analysts.	Fear	of	a	second	wave	of	infections	
has	led	to	re-closures	by	some	cities	and	businesses,	inMlicting	further	harm	on	
already	struggling	businesses.	The	variance	of	methods	being	utilized	by	states	and	
cities	continues	to	be	vastly	inconsistent.	

The	World	Health	Organization	(WHO)	suggested	that	certain	countries	and	regions	
reinstate	lockdowns	in	order	to	stem	an	acceleration	of	the	pandemic.	The	WHO	also	
believes	that	the	United	States	and	the	world	will	eventually	need	to	learn	to	live	
with	virus	outbreaks	and	the	turmoil	that	accompanies	them.	

The	Federal	Reserve	is	placing	safeguards	in	place,	should	a	second	wave	of	
infections	emerge	which	could	further	debilitate	economic	activity.	The	safeguards	
include	two	newly	created	lending	programs	to	facilitate	liquidity	for	cities	and	
businesses	across	the	country.	The	Municipal	Liquidity	Facility	provides	essential	
funds	to	cities	and	municipalities	suffering	from	the	Minancial	fallout	of	the	outbreak,	
and	the	Main	Street	Lending	Program	provides	loans	to	small	and	mid-sized	
businesses.	

The	Department	of	Labor	acknowledged	that	it	misclassiMied	4.9	million	non	
working	people	as	newly	employed	for	the	month	of	May.	The	May	employment	data	
was	initially	questioned	by	economists	and	market	analysts,	yet	propelled	equity	
markets	when	released.	Such	data	mishaps	can	place	Labor	Department	data	as	well	
as	data	from	other	government	entities	into	question.	June	employment	data	
revealed	a	decrease	in	the	unemployment	rate,	propelled	by	a	resurgence	in	
restaurant,	hospitality,	and	leisure	jobs.	

Economists	believe	that	the	short-term	beneMits	brought	about	by	the	stimulus	
checks	may	be	waning,	as	well	as	unemployment	beneMits	due	to	expire	at	the	end	of	
July	unless	extended	by	Congress.	
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Comments	by	Fed	Chair	Jerome	Powell	suggested	that	additional	Miscal	support	in	
addition	to	the	CAREs	Act	would	be	necessary	to	safeguard	economic	stability	
should	conditions	worsen.	The	Fed	is	also	concerned	that	an	extensive	period	of	high	
unemployment	could	have	detrimental	long-term	effects	on	consumer	behavior	and	
the	U.S.	economy.	

The	relaxation	of	businesses	restrictions	has	created	a	wait	and	see	environment	as	
the	Fed	and	Congress	decipher	what	additional	stimulus	may	be	necessary.	

The	upcoming	Mlu	season	this	fall	may	be	complicated	by	the	coronavirus	pandemic	
as	reported	by	U.S.	health	agency	Centers	for	Disease	Control	&	Prevention.	

The	Congressional	Budget	OfMice	(CBO)	estimates	that	the	virus	outbreak	will	cost	
the	U.S.	economy		$7.9	trillion	over	the	next	ten	years.	The	uncertainty	of	how	the	
virus	may	evolve	and	when	a	vaccine	is	introduced	will	alter	cost	estimates.	

A	lingering	trade	deal	between	the	U.S.	and	China	has	essentially	been	on	hold	since	
the	coronavirus	erupted	into	a	pandemic	in	March.	Prospects	for	a	continued	deal	
have	been	clouded	leading	to	uncertainty	of	any	formal	follow	through.	

Sources:	Fed,	CBO,	U.S.	Treasury,	CDC,	Labor	Department,	WHO	
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