
There are many ways to lose in the investing game.  Failure 
of nerve, hesitation and being unable to shift strategies 
from offense to defense are just a few.  Perhaps the greatest 
threat to investing success is a lack of imagination.

The serious health risks associated with COVID-19 and the 
spread of the Coronavirus has manifested into imaginations 
running wild by investors over the past six weeks.  This 
response has led to dramatic economic events across 
markets worldwide. We detail the carnage below, but the 
speed and severity of the market crash was unprecedented. 

It took only 16 days of trading for the stock market to enter 
a bear market (a decline of -20% or worse). For context, it 
took 188 trading sessions during the Great Financial Crisis of 
2008 (Source: Investopedia).

It’s easy to let your negative imagination run free in the 
face of uncertainty and economic risks. Let’s play along for a 
moment and put some of those fears out on the table.

The necessary precautions being taken through social 
distancing and mandated closure of non-essential 
businesses world-wide will continue a dramatic increase 
in layoffs and unemployment over the next few months.  
Initial jobless claims came in at a stunning (and greater 
than expected) 3.28 Million for the week of March 
16th.  And some estimates now suggest it is possible for 
unemployment to reach 20% on the other side of this crisis.  
Cash reserves for businesses both big and small may dry 
up before they can re-open their doors.  Even businesses 
deemed “essential” and allowed to stay open (by law), it 
doesn’t mean that they will.  The impact to GDP of such a 

scenario may be extraordinary.  See our research partner, 
Hedgeye Risk Management’s expectations below:

Supply chains could be damaged temporarily or 
permanently depending on the depth and length of this 
crisis.  Getting electronic components out of China, the 
world’s largest provider, is already proving to be challenging.  

It’s been well-documented that certain businesses, like 
restaurants, are already on life support.  Opentable, the 
reservation service used by restaurants across the world 
are seeing a fall in reservations, down -100% (versus +2% at 
the start of the month).  Not a typo.  The travel industry is 
seeing a similar impact.  The effect of the cessation in global 
demand for goods and services has been severe.  The fear 
over the depth and length of the economic crisis, which 
are rational mind you, has led to an environment where 
all assets have been sold indiscriminately.  Stocks, bonds, 
real estate, commodities, gold, and currencies (with the 
exception of the US Dollar) have all been sold furiously in 
the search for liquidity.
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1Q2020 Index Returns   (Source: Morningstar)
S&P 500:    -20.47%

MSCI EAFE :    -23.43%

MSCI EM:    -23.87%

Investment Grade Bonds:  -4.19%

High Yield Bonds:   -12.73%

Barclays Aggregate Bond:  +3.10%



The economic realities above don’t even begin to take 
into account the human and social impact that is underway.  
Please know that we are thinking about you and your 
families as we navigate the challenges we are all facing with 
this health crisis.

Now, let’s step back and use our positive imagination for 
vision, not panic.  Let’s imagine for a second that we might 
not be at the beginning of the end, but the beginning of 
the beginning of our generations’ finest moment.  I am old 
enough to remember the crashes of 1987, the Tech Bubble, 
and the Great Financial Crisis.  But I am also young enough 
to have unbridled optimism in the American spirit, and our 
ability to overcome history’s greatest challenges.  Nobody 
mobilizes for war better than the United States of America.  
And when the war in front of us has the world’s health and 
economy hanging in the balance, I am confident we will win.  
Here’s why:

1. The Government Response – There are plenty of 
criticisms of our Government and the fiscal package 
that was just passed through Congress. While these 
criticisms are fair game, here is what I like.  The 
Government is bailing out the working American 
most severely impacted by this crisis.  Unlike the 
“Moral Hazzard” of 2008, where the government 
bailed out the banks, the worst perpetrators of the 
crisis, this time it’s the working American that is 
receiving the bail-out package.  Imagine a scenario 
where our elected leaders step in to help the recently 
unemployed, through no fault of their own, with 
income that extends a lifeline to the other side of this 
crisis.  It may not be enough, but I am willing to bet 
there will be more to come the longer this quarantine 
continues.

2. The “Kitchen Sink-ing” Fed – Remember all the way 
back to March 15th, when the Fed surprised markets 
by dropping interest rates to 0% and re-instituting 
their bond buying program?  The immediate reaction 
by investors was that they had moved too quickly and 
shot all their bullets.  Ironically, that week saw a -17.3% 
drop for equities which was the worst week for stocks 
since The Great Recession (Source: CNN.com).  While 
not widely reported, it wasn’t stocks that the Fed was 
taking this emergency action for.  It was the bond 
market, which had been shuddering the week before, 
and required a swift and sizeable action by the Fed.  
While it was a wild week, it appears that the pressure 
has abated from the system within the bond market, 
which serves as the underpinning to the machinery of 
the economy.

3. Corporations Meet Coronavirus – Imagine a world 
where business isn’t just business.  The coalition 
between the public sector and private sector has 
been extremely encouraging.  Beyond providing 
for the “work-at-home” policies to help flatten the 
curve, we have seen some businesses go above and 
beyond to help fight this crisis.  Aetna has waived 

all co-pays for Teladoc services and are offering free 
medication delivery from CVS.  Ally Bank is deferring 
payments for auto and mortgage customers for 120 
days.  Amazon has created a $25 Million fund to help 
its’ delivery drivers and seasonal workers cope with 
the Coronavirus.  Grocery stores have created “senior 
only” shopping hours.  Louis Vuitton has been creating 
hand sanitizer to help with the shortage.  Ford and GM 
are offering to repurpose their factories to help create 
ventilators which are in high demand.  Corporations 
that may have been accused of greed and callousness 
have used their imagination and ingenuity for the good 
of the country.

4. Communities Coming Together – We should never 
underestimate the social impact that this crisis may 
have.  Many researchers are focused on the negative 
impacts of Social Distancing.  The mental health 
risks associated with isolation must not be ignored.  I 
don’t know about you, but I see heroes everywhere 
I look.  Healthcare professionals, police and fire 
department employees, are obvious recipients of our 
praise.  But how about the people stocking shelves at 
the grocery store or delivering food and supplies to 
at-risk individuals who cannot venture outside.  Elderly 
neighbors have risked their own health to watch my 
kids for a few hours each day so my wife and I can 
connect with our clients and keep our lights on.  Yes, 
there will always be some divide between Red and 
Blue, Rich and Poor, but I do think the fight against this 
common enemy has already brought us together and 
has the potential to unite rather than divide our great 
country.

As I said before, I like to look at this point in time as the 
“beginning of the beginning”.  There is no expectation for 
there to be a “V” bottom recovery in asset prices at this 
time.  From a timing and sentiment point of view, the worst 
may not be over.  There are various emotions all investors 
feel during volatile markets like these.

I doubt we have reached the point of “despair”, where the 
pervasive feeling that “it will never get better”.  Every cycle 
goes through some form of the emotional process above.  
We remain committed to help you use your imagination to 
know that, you will be ok, and this too will get better.
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