
Crossvault Capital Management, LLC 
7373 Broadway, Suite 107 
San Antonio, Texas 78209 

ph 210-223-6929 
fax 210-223-5852 

          
                                                2Q2020 

It feels like an entire year of market action and news occurred during the second quarter of 2020.   The United 
States went from an economic lock down, to a cautious, and at times halting, reopening.  The S&P 500 rebounded 
from a decline of -19.6 % in the first quarter of 2020, to a gain of +20.54% for the second quarter.  It was the best 
quarter since 1998, though year-to-date the S&P is still in negative territory.  Oil, which had dropped below $26, 
closed the quarter at $39 per barrel.  The surge in equity and oil prices reflects optimism that the economy will 
have a sharp rebound in the latter half of the year and into 2021.  The easy money policies of the Federal Reserve 
continued, as did their willingness to purchase all manner of assets including corporate bonds.  This enormous 
injection of liquidity was the primary factor that helped stabilize the fixed income markets and allowed them to 
function normally.  Fear of negative rates has faded, and the closely watched 10-year Treasury bond closed the 
quarter at 0.69%.  The Fed has signaled there will be no rate increase until 2022. 

There were some big surprises during the quarter when it came to data.  Gasoline usage, mortgage applications 
and retail sales were some of the data points that rebounded at a surprisingly strong rate.  Most surprising 
however was the May unemployment report.  The expectation was for a rate as large as 20%.  Instead, the 
unemployment rate dropped to 13.3% and payrolls actually added 2.5 million jobs instead of losing an estimated 
7.5 million. It should however be noted that the unemployment rate is still very high, and it is something we are 
watching for a continued rebound.  Leisure, hospitality and construction were the biggest gainers, followed by 
education, health services and retail. On June 16th retail sales jumped 17.7%, the largest jump in history.  And, on 
June 29th, home sales soared to + 44%.  Another positive development came from the pharmaceutical industry.  
Great strides were made during the quarter toward a vaccine which may be available by the end of 2020, or in the 
first half of 2021.  In addition, potent antivirals and steroids that can mitigate symptoms, and improve outcomes, 
are already being used by physicians around the globe. 

While the ongoing concern about resurgence of the virus, social unrest, trade tensions with China, and the 
impending election will increase uncertainty and consequently volatility, we continue to see opportunity in the 
sectors and industries we highlighted in our first quarter letter.  For Crossvault, the areas of strategic interest 
include cloud infrastructure, information technology, healthcare and industrials/defense.  Companies in these 
sectors frequently facilitate work from home, make work from home or mobile faster and easier, are resolving our 
healthcare challenges, or are considered essential businesses.  We believe the trends that involve work from 
home and mobile will be more permanent in nature than previously imagined. 

We continue to keep our eyes on the data, including employment, virus cases, and the ability of states to reopen 
and at what pace.  We are encouraging clients to set up phone or Zoom meetings to check in or review accounts. 
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