
Global financial markets continued their upward trajectory last quarter before taking a breather in September.  In addition to promising signs of 

economic recovery, investors were encouraged by second quarter corporate earnings that weren’t as dire as originally projected. 

Consistent with the message from the “Great One” (hockey star Wayne Gretzky) when he stated “I skate to where the puck is going to be, not to 

where it has been”, the financial markets are forward-looking and most likely focused on next year and beyond.  Having said that, we would be 

remiss in ignoring the healing necessary to return us to pre-COVID-19 levels of economic health.  Half of the estimated 22 million jobs have been 

recovered since the pandemic’s beginning.  The official U.S. unemployment rate, while significantly improved from April-May levels, remains high 

at around 8%.  Historically very high initial jobless claims and continuing unemployment claims, and the thousands of forced, permanent business 

closures indicate that the recovery will take time.  It appears that “Main Street” and “Wall Street” don’t hew to the same clock. 

Except for developed international small cap (MSCI EAFE Small Cap Index) and emerging markets stocks (MSCI Emerging Markets Index), both up 

about 10%, large cap domestic stocks outperformed smaller cap stocks and developed int’l stocks last quarter.  Quarterly domestic stock market 

returns ranged from 9% for large caps (S&P 500 Index) to 5% for small caps (Russell 2000 Index).  Our proxy for large cap developed international 

stocks (MSCI EAFE Index, up nearly 5%) lagged the S&P 500 Index due to its heavier exposure to cyclical stocks and lower exposure to tech stocks.  

Our preferred global stock index (MSCI All Country World Index (ACWI) generated an 8% return for the quarter and a 1.4% year-to-date return. 

The continued outperformance of “growth” over “value” stocks remained a globally dominant theme.  Another theme has been the “supersized” 

influence the largest S&P 500 Index stocks (mainly technology-Apple, Microsoft, Amazon, Facebook, and Google/Alphabet) have had on year-to-

date returns.  The following chart, courtesy of Charles Schwab, shows the extent of this dominance.   

 



 

 

Further, the concentration of these stocks in the S&P 500 index has increased.  Over 25% of the overall S&P 500 Index’s market capitalization is 

derived from the same five stocks.  Should market returns become less concentrated and more sector-inclusive (outside of the technology sector), 

we would interpret this change as an encouraging and healthy market indicator.  We expect that the wide distribution of a COVID-19 vaccine as 

well as another fiscal stimulus plan should facilitate and accelerate this development.  

 

 

Though still lagging more conservative bond segments year-to-date, credit-sensitive bonds rose over 3% during the third quarter. Convertible 

bonds showed robust returns, up over 4% last quarter and over 30% year-to-date.   “Plain vanilla” bonds generated fractional gains, a repeat 

performance of the previous quarter.    

Real estate investment trusts (REITs) underperformed last quarter, rising just 1%.  Most REIT benchmarks are down double-digits year-to-date. 

Agricultural commodities, including wheat, soybeans, and cocoa generated double-digit gains last quarter.  Industrial metals like silver and copper 

showed strong quarterly gains as well.   U.S. crude ended the quarter at nearly the same level it started, closing at $40/barrel. 

 


