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  Income Monitor: Q3 2020 

The Global X Income Monitor for Q3 2020 can be viewed here. This report seeks to provide broad, macro 

level insights into the income characteristics of various asset classes and strategies.  

Broad US equities continued their momentum from Q2 following the dramatic COVID-19-driven decline 

earlier in the year. The S&P 500 rose 9% in Q3 after a 20% rise in Q2.  

Value-oriented stocks underperformed the broader market on concerns about economic fragility, the 

expiration of government stimulus measures, and additional COVID-19 outbreaks. Dividend stocks, which 

often share characteristics with value stocks, tend to be overweight cyclical sectors such as real estate and 

energy. These sectors have demonstrated a particular sensitivity to negative COVID-19 developments as 

they tend to be driven by economic normalcy – people commuting to an office, traveling, shopping malls, 

etc. As these activities remain reigned in, many firms have cut or suspended dividend payments to preserve 

cash and reduce leverage if possible. Conversely, the markets rewarded stay-at-home economy names in 

Q3 as the tech-heavy, but dividend-light Nasdaq 100 outperformed both the S&P 500 & the Russell 2000 

this quarter by 3.69% and 7.69%, respectively. 

Volatility metrics remained elevated following the Q1 market rout, with the Cboe Volatility Index (VIX) 

reading 26% to end September versus the 12% low from January this year. Monetizing market volatility 

through options premiums is a potential strategy for investors to generate income.  

The Fed’s influence on corporate credit markets continued to grow as the central bank executed its 

Secondary Market Corporate Credit Facility (SMCCF). Both high yield and investment grade spreads 

contracted by 111 basis points and 21 basis points, respectively, in Q3 compared to the prior quarter.1 If 

those facilities were removed or slowed down, it would likely put pressure on corporate fixed income, with 

spreads widening – though we think the Fed is likely to remain committed as long as possible. Emerging 

market bonds are less susceptible to the actions of any one central bank and stands to benefit from the 

weakening US dollar, making it an attractive alternative for investors looking for yield overseas.  

The Energy sector is another option for investors looking for yield. It’s the highest yielding in the S&P 500 at 

7.51% after weak price performance in response to COVID-19. A return to the re-opening economy may 

provide outsized benefits for these types of cyclical sectors, in addition to offering investors an income 

solution. 

 

 

1. Bloomberg. Investment grade spreads measured by CSI BBB Index and High Yield spreads measured by CSI BARC 

Index. 
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SDIV - Global X SuperDividend® 
ETF 

DIV - Global X SuperDividend® 
U.S. ETF 

PFFD - Global X U.S. Preferred 
ETF 

SRET - Global X SuperDividend® 
REIT ETF 

QYLD - Global X Nasdaq 100 
Covered Call ETF 

MLPA - Global X MLP ETF 
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SEI Investments Distribution Co. (1 Freedom Valley Drive, Oaks, PA, 19456) is the distributor for the Global X Funds. 

 

Shares of ETFs are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage commissions will 
reduce returns. Past performance is not a guarantee of future results. 

Neither Global X Funds nor its affiliates provide tax advice. Please note that (i) any discussion of U.S. tax matters contained in this 
communication cannot be used by you for the purpose of avoiding tax penalties; (ii) this communication was written to support the promotion or 
marketing of the matters addressed herein; and (iii) you should seek advice based on your particular circumstances from an independent tax 
advisor. 

Investing involves risk, including possible loss of principal. High yielding stocks are often speculative, high-risk investments. These companies 
can be paying out more than they can support and may reduce their dividends or stop paying dividends at any time, which could have a 
material adverse effect on the stock price of these companies. 

Bonds and bond funds will decrease in value as interest rates rise. High yield bonds involve greater risks of default or downgrade and are more 
volatile than investment grade securities, due to the speculative nature of their investments. 

Preferred stock is subject to many of the risks associated with debt securities, including interest rate risk. In addition, preferred stock may not 
pay a dividend, an issuer may suspend payment of dividends on preferred stock at any time, and in certain situations an issuer may call or 
redeem its preferred stock or convert it to common stock. 

An option is a contract sold by one party to another that gives the buyer the right, but not the obligation, to buy (call) or sell (put) a stock at an 
agreed upon price within a certain period or on a specific date. A covered call option involves holding a long position in a particular asset, in this 
case U.S. common equities, and writing a call option on that same asset with the goal of realizing additional income from the option premium. 
By selling covered call options, the investor limits their opportunity to profit from an increase in the price of the underlying asset above the 
exercise price, but continue to bear the risk of a decline in the underlying asset. 

Carefully consider the funds’ investment objectives, risks, and charges and expenses. This and other information can be found in the 
fund’s full or summary prospectus, which may be obtained at globalxetfs.com. Please read the prospectus carefully before investing. 

Global X Management Company LLC serves as an advisor to Global X Funds. The Funds are distributed by SEI Investments Distribution Co. 
(SIDCO), which is not affiliated with Global X Management Company LLC. Global X Funds are not sponsored, endorsed, issued, sold or 
promoted by Solactive AG, FTSE, Standard & Poors, NASDAQ, Indxx, or MSCI nor do these companies make any representations regarding 
the advisability of investing in the Global X Funds. Neither SIDCO nor Global X is affiliated with Solactive AG, FTSE, Standard & Poors, 
NASDAQ, Indxx, or MSCI. 

 

 

https://www.globalxetfs.com/
https://www.globalxetfs.com/about/
https://www.globalxetfs.com/news/
https://www.globalxetfs.com/research/
https://www.globalxetfs.com/contact/
https://www.globalxetfs.com/privacy/
https://www.globalxetfs.com/

