
	

Despite a negative return for the month of September, equities ended 
the quarter with the best two quarter advance since 2009. The historic rally over the 
previous six months can be attributed to the remarkable economic progress made in 
the wake of the Covid lockdown together with a lack of investment options at a time 
when the money supply is growing at 24% year over year. Both the economic and 
market rebounds owe a great deal to the unprecedented support from the Federal 
Reserve and Federal Government. Generating heightened volatility in the final weeks 
of the quarter, however, questions arose over the continuation of fiscal stimulus from 
the Federal government. The result was the first negative monthly return for stocks 
since March. September was also notable for a rotation from growth into value, led 
by Materials, Utilities and Industrials. Emerging market stocks were relative standouts in 
September, helping them to best US indices for the quarter; developed markets 
continued to lag. Value and emerging outperformance can be early indicators of 
economic expansion and increasing investor appetite for risk. Value stocks have a 
long way to go before establishing a trend and catching up to growth, however; they 
still lag significantly for the quarter and year (where they are still in fact negative). 
 

Data as of Sept. 30, 2020 Sept. ‘20 Qtr. 3 '20 YTD '20 

S&P 500 -3.80% 8.93% 5.57% 

MSCI AC World Index (incl. US) -3.19% 8.25% 1.77% 

MSCI EAFE (Europe, Asia, Far East) -2.55% 4.88% -6.73% 

MSCI EM (Emerging Markets) -1.58% 9.70% -0.91% 

Russell Largecap -3.65% 9.47% 6.40% 

Russell Largecap Growth -4.70% 13.22% 24.33% 

Russell Largecap Value -2.45% 5.59% -11.58% 

Russell Midcap -1.95% 7.46% -2.34% 

Russell Smallcap -3.34% 4.93% -8.64% 

Data compiled by Tamarac Inc. 

 

	
 
Bonds spent most of the third quarter building on the impressive performance seen in 
the second quarter, owing to continued Fed involvement which provided support to 
the market. For the second straight quarter, high yield was the leader in the asset 
class with a return of 4.60% - a sign that investors perceived default risks to be moving 
lower as the economy repaired itself. Similar to equities, fixed income markets had a 
tougher time in September with municipal bonds and Treasuries the only major assets 
to log positive returns. Maturity also played a significant role in quarterly performance. 
The longest dated bonds performed best with long bonds returning 1.97% versus 1.24% 
and 0.82% for intermediate and short maturities respectively. Similar to equities, what 
was working for the quarter flipped in September, with long dated bonds faring worst 
(-0.50% compared to -0.14% and -0.09% for intermediate and short respectively). 
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Financial Advisor 100: “CNBC ranks the top-
rated financial advisory firms of 2020” 
includes Parsons Capital Management. The 
rating may not be representative of any one 
client’s experience, does not evaluate the 
quality of services provided to clients and is 
not indicative of future performance. 
Parsons Capital Management did not pay a 
fee to participate in the Financial Advisor 
100 list. 

The Financial Advisor 100 is based on core 
data points gathered from the data 
provider, AccuPoint Solutions. AccuPoint 
then applied the following weighted 
categories to further refine and rank the 
firms: disclosures, years in existence, number 
of employees, number of investment 
advisors registered with the firm, ratio of 
investment advisors to total number of 
employees, AUM, percentage of 
discretionary AUM, total accounts, number 
of states where the RIA is registered and 
country of domicile. 
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The accommodative stance adopted by the Fed during the early parts of the Covid 
lockdown served to bring down rates across the board, as seen below when 
comparing the yield curve at the end of September to the same point in 2019. While 
yields are significantly lower now than a year ago, the curve itself is in a much 
healthier shape. Gone is the 2019 inversion that saw one year yields higher than ten 
year yields. Also the steepness of the curve, as measured by the spread between two 
year and ten year yields, is much more pronounced and even managed to further 
steepen during the quarter. This is noteworthy as a steeper curve indicates a healthier 
outlook on economic growth. 
 

 
 

	
As the world economy began to reopen in the third quarter, commodities across the 
spectrum enjoyed varying degrees of positive returns.  
Coming off of a historically wild quarter, the movement in oil was much more muted 
in this one, eking out a gain of 2% thanks to a small rally in the closing days of 
September. In an indication that some normalcy is taking hold, demand for gasoline 
increased throughout the quarter, pushing prices up 4%. 
Metals continued to be the standout performers in the quarter. Gold extended its 
steady climb that has been its hallmark in 2020. While the price action in gold was 
impressive, copper and silver, up 12% and 33% respectively, were the stars. As more 
economically sensitive assets, the price action for those two metals hold an important 
indication for the trajectory of the world economy. 
 

Commodity Qtr. 3 '20 Year to Date '20 

CRB (broad index) 7.67% -19.77% 

Oil 1.99% -34.49% 

Gold 5.27% 24.22% 
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Curve moves lower, 
but uninverts… 

 

 

 

 

Steeper curve a positive 
sign for future growth… 

Commodities catch a bid 
with metals shining… 



	

	
 
There is no doubt that a relative global economic rebound unfolded during the third 
quarter as falling Covid cases allowed economies across the world to reopen. Growth 
was broad based: 14 of the 18 major PMIs (Purchasing Managers Indexes) recorded 
an average of 56.3 in September, a 2.1 point improvement from August and firmly in 
expansion territory over 50. Only Mexico, Japan, South Korea and Australia saw their 
PMIs below 50 (indicating contraction). 
The domestic economy saw rapid growth after historically depressed levels, as Covid 
restrictions were slowly lifted across the country. The latest reading by the Atlanta Fed 
GDP tracking estimate has the third quarter at 35% growth, a number that could 
ultimately prove conservative. For comparison, second quarter GDP contracted at a  
-32% rate. This impressive rebound occurred even in the face of the first “fiscal cliff” as 
partisan bickering and gridlock prevented the government from enacting another 
large-scale stimulus package. 
The ability of the economy to keep growing, for now, in the absence of further 
stimulus rests on the momentum built up in the preceding months. 
• September Manufacturing PMI measured 55.4 with particular strength in New 

Orders and Production, forward looking data points 
• The Service PMI in September was even stronger at 57.8 as the service industries 

continue to adapt to life with Covid 
• These two PMI readings would historically correlate to a GDP of +3.5% 
• Auto sales in September ran at an annualized rate of 16.3 million, nearly double the 

low in April 
Housing, which has been a source of strength for most of the year, continued to plow 
ahead in the quarter. Sales of new single-family units rose 5% month over month in 
August while existing home sales were higher by 2.5%. The strong sales environment 
sent the sentiment survey for builders up 5 points to 83 in September, setting a new all-
time high. 
While the bounce off the bottom has been impressive, the path forward is increasingly 
uncertain. Retail sales, after a huge rally in May and June, posted growth of just 0.9% 
and 0.6% in July and August. Just as retail sales growth has slowed, job growth is 
coming down from lofty levels. After adding 7.5 million jobs between May and June, 
employment gains slowed in each successive month, ending with September adding 
just 661,000 jobs. While the gains have been impressive, the economy has still added 
back less than half of the jobs lost, and more of the layoffs that were thought to be 
temporary now look to be permanent. 
Even with the somewhat downbeat jobs numbers, consumer confidence is holding 
up. In September the Conference Board’s measure of consumer confidence rose 
15.5 points to 101.8. At the same time the Business Roundtable CEO Economic 
Outlook survey was higher by nearly 30 points to 64 at the end of the quarter. While 
the gain is impressive, it should be noted the historical average for this series is 81.7.  
Around the world, manufacturing fared relatively better than services as the travel 
and leisure sectors remain constrained by Covid. Perhaps no country enjoyed a 
quicker rebound from the Covid lockdown than China, where the manufacturing PMI 
fell to 40 in February as the economy was brought to a halt. By the end of September 
the m-PMI had expanded for 5 months and registered 53. Not surprisingly, many 
countries (i.e. Germany) with economies tied to China’s health have also seen strong 
rebounds in their economic activity. 
	  

 

 

Global pick-up in growth in 
the quarter… 

 

 

Historic rebound to officially 
end the two quarter 
recession… 

 

Housing remains hot… 

 

 

 

 

 

Strong initial rebound, but 
job growth looks to be 
leveling off… 



	

	
 
With a daily onslaught of Covid related headlines and the looming election 
increasingly impacting investment decisions, the surest prediction is that the volatility 
that grew in September will likely keep ratcheting up. 
Investors are increasingly wondering what could be driving the market higher and 
fretting that this will all end badly. While there are certainly a myriad of issues facing 
investors, it is important to put it all in context. The last reading of the American 
Association of Individual Investors showed only 26% of respondents bullish, compared 
to 43% bearish…hardly the stuff of runaway exuberance. At the same time corporate 
America, especially the large companies that dominate the S&P and get a significant 
portion of their revenue and earnings from overseas, have weathered the 
Coronavirus storm better than feared. Second quarter reported earnings came in 
much better than expected. In a sign that corporations are increasingly comfortable 
operating in the new normal, many also began to issue guidance again - a practice 
that was largely pulled earlier in the year. As noted above, the monetary policy 
environment could hardly be more supportive. 
Of course the dominating factor for investors in the coming weeks will be the 
Presidential election. Currently the betting odds are giving Biden a 65% chance of 
becoming the next President. Biden’s national polling lead as of this writing is 10.3%, 
5.5% in the 6 important swing states. Neither of these metrics have historically 
predicted the election outcome as accurately as these three economic statistics, 
however: the S&P500, the US dollar, and GDP. Here the picture is less clear. 
If the S&P500 is higher in the 3 months prior to the election, the incumbent has won 
87% of the time since 1928 and every election since 1984. As of right now, it is higher. 
However, within the broad index, stocks more levered to the Democratic agenda are 
outperforming Republican levered stocks – also a strong predictor. Usually those two 
metrics agree by this point. A falling dollar in the three month period predicts an 
incumbent victory, and that is what we have. Finally, recessions in election years kill 
the chances of incumbents. If the third quarter does come in at 35% or more, that will 
be enough to overcome the second quarter contraction and log a positive growth 
rate for the year – again favoring the incumbent. Taken together, all these data 
points add to the uncertainty that is the hallmark of 2020. It could be that this election 
will be more about Coronavirus than the economy, lessening the predictive power of 
economic statistics like those above.  
When considering potential election outcomes and their effects on our portfolios, it is 
instructive to look at how markets have fared under various partisan breakdowns 
between the legislature and White House. During the period 1933-2019, there have 
been 34 years of unified government under a Democratic president, and in that 
scenario the annualized return of the S&P500 was +9.34%. There have been 4 years of 
split Congress with a Democratic president returning +13.6% annualized. The 8 years of 
split Congress under a Republican president have averaged +8.77%. The lowest 
returns have come with a unified Congress under a Republican president: +4.1% 
annualized.  
Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of 
risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product (including 
the investments and/or investment strategies recommended or undertaken by Parsons Capital Management, Inc.), or any non-
investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding 
indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, 
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. 
Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a 
substitute for, personalized investment advice from Parsons Capital Management, Inc. To the extent that a reader has any questions 
regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the 
professional advisor of his/her choosing. Parsons Capital Management, Inc. is neither a law firm nor a certified public accounting firm 
and no portion of the newsletter content should be construed as legal or accounting advice. If you are a Parsons Capital Management, 
Inc. client, please remember to contact Parsons Capital Management, Inc., in writing, if there are any changes in your 
personal/financial situation or investment objectives for the purpose of reviewing, evaluating, and/or revising our previous 
recommendations and/or services. A copy of the Parsons Capital Management, Inc.’s current brochure discussing our advisory services 
and fees is available upon request. 

Increased vol here to stay… 

 

 

 

 

 

Rally remains unloved, while 
data not as bad as feared… 

Looming election weighing 
heavily on investors’ minds… 

Composition of government 
associated with drastically 
different returns… 


