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Investment Strategies
 

Market Update:

        

As the United States begins to consider re-opening its economy, many are wondering w
the time is right. Recent polls show that Americans remain wary of eating out at restaurants, s
at stores, and taking other steps to begin to return to normal life, which raises the question of w
we are truly ready to begin opening back up, and whether we will actually "open back up" if res
are lifted. Experts around the country have also been revising forecasts to include poten
surges in infection rates as restrictions begin to be lifted, indicating that concern among p
health officials remains relatively significant. And finally, the Trump Administration has indic
desire to disband the coronavirus task force within the next month, citing progress made 
sufficient to make such a move. Time will tell which side of the debate will prevail. 
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The Federal Reserve indicated last Wednesday that they would be continuing on the cou
they have set so far throughout the coronavirus crisis by anchoring their benchmark interest r
zero for at least the next year and continuing quantitative easing asset buys. Federal Reserve
Chairman Jerome Powell said that while the plan is to continue to act "forcefully, proactively, an
aggressively" to combat this crisis, he does not expect the economy to get back to anywhere n
employment for a considerable amount of time yet. 

        

Tensions between the United States and China have led some to question whether "pha
of the U.S./China trade deal will be upheld moving forward. The phase one trade deal with
requires them to buy an additional $200 billion worth of U.S. products and services over the ne
years compared to 2017 levels, but the economic impact of the coronavirus has brought into q
whether this is a realistic number to hit. In particular, the United States expected China to b
large amount of crude oil, but demand has dropped extremely low as people have been 
their activities, making this unrealistic. Overall, the general sentiment is that U.S./China rela
are some of the worst seen in years, and that there will likely be continued conflict, even after
coronavirus is contained and the economy begins to open back up. 

         

Economic reopening efforts, fiscal and monetary policy momentum, improved credit ma
functioning, and positive sentiment coming from some corporate executives have all be
contributors to the upward trend of the stock market as of late. Although there is still expe
be a massive economic impact from the coronavirus in the near future, many are shifting their 
next year as companies begin to make positive statements regarding their financial strength m
forward. However, time will tell what the strength and speed of the expected economic rebound
as there are many different opinions being circulated on this issue. Any indication of continued
economic struggles will likely have a large impact on the market, and continued volatility should
expected. (Pictured above is a graph of the S&P 500's price during the year so far)

Portfolio Gainers & Losers:

        

Roku, Inc. (ROKU) is up +36.98% over the past month, continuing to lead our portfolio in term
return. While Roku does expect to see negative hits to its ad revenue due to COVID-19 effects
the company has also seen their subscriber base grow by 3 million accounts since Dece
consumer habits have shifted towards increased streaming due to forced lifestyle changes. Wi
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subscribers, the company expects to be able to charge higher prices for their ad space, gi
investors optimism when it comes to the company's future revenue growth prospects. 

      

Veeva Systems, Inc. (VEEV) (+23.69%) has once again climbed into the ranks of our portfolio
performers as their focus on providing software solutions to companies in the life sciences indu
led to stock price gains based on expected revenue growth. The essential nature of Veeva's
products and their buyers has given them a consistent revenue stream that has the abil
weather economic storms like the one we find ourselves in at the present, and Veeva's stock
reflects the positive investor sentiment that has resulted from this. 

       

Ecolab, Inc. (ECL) is up +22.41% over the past month in the wake of strong Q1 2020 earnings
that beat consensus estimates, and a series of intelligent business moves that have resulted in
increased investor confidence and a strong business model. Ecolab's Q1 2020 earnings repo
included a positive EPS surprise ($1.13 vs. consensus estimate of $1.07), and strong segm
sales growth vs. Q1 2019. Additionally, the Ecolab board recently voted to defer planned pay
increases for employees in 2020, which is a move that, while difficult, will likely save the compa
money in the near-term, better enabling them to weather the current economic storm. One con
Ecolab is that they do receive revenue from products provided to the restaurant and
entertainment industries, so it will be important to watch Ecolab's future earnings results for p
effects from the current shutdown. 

    

WestRock Company (WRK) is down -14.27% over the past month in the wake of a disappoin
earnings report and a cut to their dividend. After their Q2 revenue dropped well below expectat
WestRock announced $1 billion in cost-cutting measures and reduced its dividend to preserve 
It remains to be seen whether WestRock's business will experience any large, lasting effects re
from this crisis, but at the present, the company appears to be experiencing negative effects fro
economic fallout. 

         

Deere & Company (DE) is has returned -7.11% over the past month. While the company may
experience a negative revenue hit as concerns around COVID-19 have an effect on our econo
agriculture world will keep moving, requiring farmers to continue to invest in their equipment, w
service it or replace it. Riding the storm will likely be the name of the game for Deere stock, as 
week beta of 1.25 indicates that we should expect to see some level of volatility moving forwar
business model and longevity suggest continued success. 
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Delta Air Lines, Inc. (DAL) is down -5.51% over the past month. Part of this latest slump for th
is likely due to famed investor Warren Buffet selling off all of his airline stock, causing many inv
wonder if they should do the same. Additionally, as stated last week, Delta reported their first q
loss in over five years in their recent earnings report, and company leadership expects revenue
even further in Q2 2020. However, Delta is well-positioned from a liquidity standpoint, and is m
effort to reduce their cash consumption in an effort to increase their financial health. Look for th
typically profitable airline to weather this storm effectively and come out strong on the other en

              
         
Thanks for reading!

UWEC Student Managed Investment
Fund Website

         Facebook : UW-Eau Claire Student Investme
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