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Big Picture 

Markets Stumble Mid-Week as Rising Infection Rates Dampen Recovery Hopes 

It looked like it was going to be another week of steady and modest gains for N.A. markets, as investors focused on 

economic data, largely shrugging off rising infection rates in the U.S.  

On Monday, U.S. stocks rallied after a choppy morning session, finishing higher as the Dow added 154 points, while the TSX 

added 43. That positive momentum continued into Tuesday as investors parsed improving economic data. U.S. private 

sector business activity improved for a second consecutive month in June, while new homes sales jumped nearly 17% in 

May, dwarfing analysts’ projections of a 3% rise. Tech stocks led the way for much of Tuesday’s session as the Nasdaq 

posted its 21st record close of the year. By Tuesday’s finish, the Dow was up 131, the Nasdaq climbed 75, and the TSX 

added 48.  

Another emerging storyline on Tuesday was gold prices, which approached a new seven-and-a-half-year high. Prices are 

up 16% for the year, boosted by coronavirus-related economic uncertainty and expectations for more stimulus and rock-

bottom interest rates. 

It was quite a different picture on Wednesday, however, as the three major U.S. indexes saw their biggest daily percentage 

drop in almost two weeks, largely due to surging coronavirus cases in the U.S. Shares of airlines, resorts and cruise 

operators tumbled as the spectre of a second wave of infections soured investors. The TSX was also hit hard, dragged 

down by a nearly 4% decline in the energy sector.  

Adding to the gloom on Wednesday was a report from the International Monetary Fund, which predicted that the global 

economy will contract nearly 5% in 2020, worse than its previous forecast of a 3% contraction. Also weighing on sentiment 

was increasing tensions between the U.S. and Europe. According to reports, the U.S. is considering levying tariffs on $3.1 

billion worth of European products. That news came on the heels of Tuesday’s warning from the EU that Europe might not 

allow visitors from the U.S. once it reopens, citing the U.S.’s failure to contain the virus. 

N.A. markets struggled for direction Thursday as the Labor Department reported another 1.5 million jobless claims last 

week, while coronavirus cases continued to surge in Texas, Florida, Arizona and California. Although U.S. stocks opened 

lower, all four N.A. indexes finished the day in positive territory. 

 

Nasdaq Continues Climbing; Dow, TSX and S&P Slightly Off 

For the four days covered in this report, the Dow fell 125 points to close at 25,746, the S&P 500 dropped 14 points to settle 

at 3,084, while the tech-heavy Nasdaq climbed 71 points to close at 10,017. In Canada, the TSX surrendered 23 points to 

end at 15,446.  
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Strategy    

Rising U.S. COVID-19 cases leave investors largely undeterred, for now 

Earlier in the week, U.S. equity markets wobbled briefly as rising case rates in the south and on the west coast suppressed 

risk-on sentiment. Despite some weakness observed in the last few weeks, the S&P 500 Index is up more than 35% from its 

March 23rd lows, and roughly 10% within its all-time highs. We believe market participants may be looking through the 

rising case counts for a number of reasons. First, the rate of testing in the U.S. has soared across major centres in the last 

month, and cases as a percentage of testing continues to trend lower. Higher testing levels will certainly reveal a higher 

number of cases, though this should lead to better test-track-contain practices. Second, an increase in cases is likely baked 

into prices at this juncture as large gatherings, due to long-weekends and protests, increased the likelihood of transmission. 

Lastly, valuations remain justified given the extraordinary amount of monetary stimulus and expectations of 0% interest 

rates for the foreseeable future. The next leg up for stocks will likely rely on earnings recovery, suggesting economic data 

and estimate revisions will become essential in driving equities forward. Accordingly, we continue to believe that careful 

selection of individual securities, with a preference for quality holdings, will be essential drivers of portfolio performance. 

Further, opportunistically deploying capital into core names should benefit long-term investors.    
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Disclaimer 

This report is provided to you for informational purposes only and is not intended to provide personal investment 

advice.  This report does not include or constitute an investment recommendation and does not take into account the 

particular investment objectives, financial conditions, or specific needs of individual clients. Any statements regarding 

future prospects may not be realized. Before acting on this material, you should consider whether it is suitable for your 

particular circumstances and talk to your investment advisor. 

The author(s) of the report and the supervisors of the Global Portfolio Advisory Group may own securities of the companies 

included herein. 

Scotia Capital Inc. is what is referred to as an “integrated” investment firm since we provide a broad range of corporate 

finance, investment banking, institutional trading and retail client services and products. As a result we recognize that there 

are inherent conflicts of interest in our business since we often represent both sides to a transaction, namely the buyer and 

the seller. While we have policies and procedures in place to manage these conflicts, we also disclose certain conflicts to 

you so that you are aware of them.  Please note that we may have, from time to time, relationships with the companies 

that are discussed in this report. 

The Global Portfolio Advisory Group prepared this report by analyzing information from various sources. Information 

obtained in the preparation of this report may have been obtained from the Equity Research and Fixed Income Research 

departments of the Global Banking and Markets division of Scotiabank. Information may be also obtained from the Foreign 

Exchange Research and Scotia Economics departments within Scotiabank. In addition to information obtained from 

members of the Scotiabank group, information may be obtained from the following third party sources: Standard & Poor’s, 

Morningstar, Bloomberg, Credit Suisse AG, Perimeter Markets Inc., and FactSet. The information and opinions contained in 

this report have been compiled or arrived at from sources believed reliable but no representation or warranty, express or 

implied, is made as to their accuracy or completeness. 

While the information provided is believed to be accurate and reliable, neither Scotia Capital Inc., which includes the Global 

Portfolio Advisory Group, nor any of its affiliates makes any representations or warranties, express or implied, as to the 

accuracy or completeness of such information. Neither Scotia Capital Inc. nor its affiliates accepts any liability whatsoever 

for any direct or consequential loss arising from any use of this report or its contents. 

Nothing contained in this report is or should be relied upon as a promise or representation as to the future. The pro forma 

and estimated financial information contained in this report, if any, is based on certain assumptions and analysis of 

information available at the time that this information was prepared, which assumptions and analysis may or may not be 

correct. There is no representation, warranty or other assurance that any projections contained in this report will be 

realized. 

Opinions, estimates and projections contained herein are those of the Global Portfolio Advisory Group as of the date 

hereof and are subject to change without notice. For that reason, it cannot be guaranteed by The Bank of Nova Scotia or 

any of its subsidiaries, including Scotia Capital Inc. This report is not, and is not to be construed as: (i) an offer to sell or 

solicitation of an offer to buy securities and/or commodity futures contracts; (ii) an offer to transact business in any 

jurisdiction; or (iii) investment advice to any party. Products and services described herein are only available where they can 

be lawfully provided. Scotia Capital Inc. and its affiliates and/or their respective officers, directors or employees may from 

time to time acquire, hold or sell securities and/or commodities and/or commodity futures contracts mentioned herein as 

principal or agent. 

Trademarks are the property of their respective owners. 

Copyright 2019 Scotia Capital Inc. All rights reserved. 

This report is distributed by Scotia Capital Inc., a subsidiary of The Bank of Nova Scotia. Scotia Capital Inc. is a member of 

the Canadian Investor Protection Fund and the Investment Industry Regulatory Organization of Canada. 

® Registered trademark of The Bank of Nova Scotia, used under licence. Scotia Wealth Management® consists of a range of 

financial services provided by The Bank of Nova Scotia (Scotiabank®); The Bank of Nova Scotia Trust Company 

(Scotiatrust®); Private Investment Counsel, a service of 1832 Asset Management L.P.; 1832 Asset Management U.S. Inc.; 

Scotia Wealth Insurance Services Inc.; and ScotiaMcLeod®, a division of Scotia Capital Inc. Private banking and 

International private banking services are provided in Canada by The Bank of Nova Scotia. Estate and trust services are 
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provided by The Bank of Nova Scotia Trust Company. Portfolio management is provided by 1832 Asset Management L.P. 

and 1832 Asset Management U.S. Inc. Insurance services are provided by Scotia Wealth Management Insurance Services 

Inc. Wealth advisory and brokerage services are provided by ScotiaMcLeod, a division of Scotia Capital Inc. International 

investment advisory services are provided in Canada by Scotia Capital Inc.  Financial planning services are provided by The 

Bank of Nova Scotia, 1832 Asset Management L.P., and ScotiaMcLeod, a division of Scotia Capital Inc. Scotia Capital Inc. is a 

member of the Canadian Investor Protection Fund and the Investment Industry Regulatory Organization of Canada. Scotia 

Wealth Insurance Services Inc. is the insurance subsidiary of Scotia Capital Inc., a member of the Scotiabank group of 

companies. When discussing life insurance products, ScotiaMcLeod advisors are acting as Life Insurance Agents (Financial 

Security Advisors in Quebec) representing Scotia Wealth Insurance Services Inc. 

Scotia Wealth Management consists of a range of financial services provided, in The Bahamas, by Scotiabank (Bahamas) 

Limited and The Bank of Nova Scotia Trust Company (Bahamas) Limited.  International private banking services are 

provided in The Bahamas by Scotiabank (Bahamas) Limited, an entity registered with The Central Bank of The Bahamas. 

International investment advisory services are provided in The Bahamas by Scotiabank (Bahamas) Limited, an entity 

registered with The Securities Commission of The Bahamas. International wealth structuring solutions are provided in The 

Bahamas by The Bank of Nova Scotia Trust Company (Bahamas) Limited, an entity registered with The Central Bank of The 

Bahamas. 

Scotia Wealth Management consists of international investment advisory services provided, in Barbados, by The Bank of 

Nova Scotia, Barbados Branch, an entity licensed by the Barbados Financial Services Commission. 

Scotia Wealth Management consists of a range of financial services provided, in the Cayman Islands, by Scotiabank & Trust 

(Cayman) Ltd.  International private banking services, international investment advisory services and international wealth 

structuring solutions are provided in the Cayman Islands by Scotiabank & Trust (Cayman) Ltd., an entity licensed by the 

Cayman Islands Monetary Authority. 

Scotia Wealth Management consists of international private banking services provided, in Peru, by Scotiabank Peru S.A.A, 

an entity supervised by the Peru Superintendence of Banking and Insurance. 

 

 

 

 


