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Could an Economic Revival Follow the Pandemic?
The combined impact of the 1918 Spanish flu
and World War I took a devastating toll on
society and the global economy. It is said that
more people died of the Spanish flu than total
casualties from the war, with the numbers
possibly between 50 million and 100 million.1
Take a moment and try to imagine how
challenging of a period that must have been for
people around the world. How impossible it
must have felt to be optimistic about a brighter
economic future, and better public health, in
such a dark period.
But what happened next was not an extension of
a dark time, it was an all-out revival of the
culture and the economy. What came next was
the Roaring Twenties.
In the decade that followed the Spanish flu
pandemic and the World War, the U.S. economy
is estimated to have grown over 40%, with mass
production leading to more goods and more
jobs, and with the auto and aviation industries
seeing rapid growth. Women were given the
right to vote. The stock market surged. And the
U.S. cemented its place as a global power.2
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Not long after, the U.S. was faced with a new
set of monumental challenges – the arrival of
World War II and concurrent waves of polio
outbreaks. The war boosted production but was
a major drag on sentiment and trade, and it took
years after the war to see price controls and
rationing go away.
Then in 1949, the new polio epidemic appeared
and ravaged several population centers. The
nation was confronted with devastating images
of children in wheelchairs, crutches, and leg
braces. In the 1952 polio outbreak ‘season,’
there were 57,628 cases, 3,145 deaths, and an
astounding 21,269 who experienced paralysis.3
Even still, as the crisis blunted sentiment and
had many Americans worried about the future,
the steel mills were booming, the nascent oil
industry was expanding at a rapid clip, the civil
rights movement was born, and the “golden age
of American capitalism” took hold. The stock
market, ever on cue, continued to rise.
Then there was the 1957-1958 H2N2 pandemic,
which over time led to an estimated 1.1 million
deaths worldwide. Some 20 million Americans
were infected, and 116,000 died. Yet, the period
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that followed was one of the best economic
stretches in U.S. history. During the 1960s, it is
estimated that real GDP growth averaged 5%,
with growth as high as 8.5% in two
quarters. Payrolls in the U.S. also increased by
32% over the course of the decade, which
shattered records for job growth. A pandemic
gave way to a ‘great economic revival.’4
Bottom Line for Investors
I realize that for many readers, the ongoing
Covid-19 pandemic – coupled with relentless
news coverage and a general aura that the
situation is worsening – may make it seem like
the outlook for growth in the coming years or
decade is tenuous at best. For some, there may
even be the feeling that the economy and the
culture may never recover. I strongly disagree.
I will be the first to admit that the path to
growth following the pandemic may be uneven
and will almost certainly take time. But I
believe in the ingenuity of innovators and
entrepreneurs in the American economy, and I
have been fascinated to watch as technological
changes, systems, and inventions are reshaping
business in new ways. The transition will take
time, but I think we will see a strong economic
revival when the crises fades.
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4 Factors That May Move the Market in the
Second Half of the Year
IN FOCUS THIS WEEK

• Timing on a Vaccine
• Election Uncertainty
• Further Escalation Between the U.S.
and China
• A Google Antitrust Lawsuit

Timing on a Vaccine
As we write this, there are a handful of hopeful
vaccine candidates now in Phase III trials, and
many have promising early results. At this
stage, a vaccine is the only path forward in the
U.S. to eliminate or perhaps even contain
Covid-19. Many economic and earnings
forecasts are relying on a vaccine being
approved perhaps by the end of the year, and the
market appears to be pricing-in a return to
economic normalcy in the next six to twelve
months. But what if a vaccine is not approved
by the end of the year, or the rollout is messy
and chaotic? In our view, the timing and
efficacy of the vaccine is poised for a negative
surprise, as the positive outcomes from a
vaccine breakthrough are already baked into
stock prices.
Election Uncertainty
Many investors may assume that a Biden or a
Trump victory in November may move the
markets in one way or another. But in our view,
the markets care less about the actual winner
and more about how smoothly and peacefully
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the election goes. By now, we think the market
has largely priced-in both Trump and Biden’s
plans for four years in the White House, with
the bottom line usually being that a politician
may announce big plans but follow through only
partially – if at all. What we believe will impact
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2020
markets more is whether theAugust
election
carried
out smoothly, and whether the results are
accepted by the winning and losing party
without major conflict. With Covid-19 and the
current state of political affairs, a seamless
election in November is far from assured.
Further Escalation Between the U.S. and
China
Things are not going well between the world’s
two largest economies. A couple of weeks ago,
the U.S. shut down the Chinese consulate in
Houston, Texas after accusing Chinese
diplomats there of espionage and intellectual
property theft. In response, China expelled all
U.S. diplomats from an embassy in Chengdu,
and both sides are accusing the other of acting
out of line. These spats only add the long list of
tensions between the two nations, which now
includes trade, accusations of espionage, the
novel coronavirus, China’s strong-arming of
Hong Kong, intellectual property theft, and
more. With tensions rising and China well
behind on their end of the trade deal, there is a
distinct possibility that economic relations could
worsen in the coming months, with a cold war
brewing.
A Google Antitrust Lawsuit
The U.S. Justice Department may be positioned
to bring an antitrust lawsuit against Google in
the coming weeks or months, which could rival
the biggest antitrust lawsuit in U.S. history – the
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U.S. vs. Microsoft in 2001. The government has
been investigating a potential antitrust case
against Google since 2019, as an increasing
number of competitors have been complaining
about stifled competition in areas of search,
advertising technology, and news publishing. If
the Justice Department successfully brings a
case against Google, it could have downstream
effects for other major tech companies and have
investment implications for the sector-at-large.

ZACKS INVESTMENT MANAGEMENT, INC.

DISCLOSURE
Past performance is no guarantee of future
results. Inherent in any investment is the
potential for loss.
Zacks Investment Management, Inc. is a whollyowned subsidiary of Zacks Investment Research.
Zacks Investment Management is an independent
Registered Investment Advisory firm and acts as an
investment manager for individuals and institutions.
Zacks Investment Research is a provider of earnings
data and other financial data to institutions and to
individuals.
This material is being provided for informational
purposes only and nothing herein constitutes
investment, legal, accounting or tax advice, or a
recommendation to buy, sell or hold a security. Do
not act or rely upon the information and advice given
in this publication without seeking the services of
competent and professional legal, tax, or accounting
counsel. Publication and distribution of this article is
not intended to create, and the information
contained herein does not constitute, an attorneyclient relationship. No recommendation or advice is
being given as to whether any investment or
strategy is suitable for a particular investor. It should
not be assumed that any investments in securities,
companies, sectors or markets identified and
described were or will be profitable. All information is
current as of the date of herein and is subject to
change without notice. Any views or opinions
expressed may not reflect those of the firm as a
whole.
Any projections, targets, or estimates in this report
are forward looking statements and are based on
the firm’s research, analysis, and assumptions. Due
to rapidly changing market conditions and the
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complexity of investment decisions, supplemental
information and other sources may be required to
make informed investment decisions based on your
individual investment objectives and suitability
specifications. All expressions of opinions are
subject to change without notice. Clients should
seek financial advice regarding the appropriateness
of investing in any security or investment strategy
discussed in this presentation.
Certain economic and market information contained
herein has been obtained from published sources
prepared by other parties. Zacks Investment
Management does not assume any responsibility for
the accuracy or completeness of such information.
Further, no third party has assumed responsibility for
independently verifying the information contained
herein and accordingly no such persons make any
representations with respect to the accuracy,
completeness or reasonableness of the information
provided herein. Unless otherwise indicated, market
analysis and conclusions are based upon opinions
or assumptions that Zacks Investment Management
considers to be reasonable. Any investment
inherently involves a high degree of risk, beyond any
specific risks discussed herein.
The S&P 500 Index is a well-known, unmanaged
index of the prices of 500 large-company common
stocks, mainly blue-chip stocks, selected by
Standard & Poor’s. The S&P 500 Index assumes
reinvestment of dividends but does not reflect
advisory fees. The volatility of the benchmark may
be materially different from the individual
performance obtained by a specific investor. An
investor cannot invest directly in an index.

