
Financial markets turned sharply negative in the first quarter as the pandemic and social distancing brought the global 
economy to a halt.  Driven by the extreme uncertainty regarding the extent and duration of the crisis, it was a terrible 
quarter for the S&P 500.  The index peaked on February 19 and then dropped 34% over 23 trading days.  Even during 
the Great Depression, the market didn’t drop so far, so fast.  The decline of small company and foreign stocks was even 
worse.  The markets then reversed course at even greater speed, with the S&P 500 gaining 25% over the next 13 trading 
days.  Naturally, equity volatility spiked to historic levels.  Taxable fixed income held up well, but primarily because of 
Treasuries.  The yield on the 10-year bond dropped by over 60%!  Outside of Treasuries, bonds were all lower, with 
credit sensitive parts of the market down well into double digits.  Reacting to the panic, the Federal Reserve cut the Fed 
Funds rate to zero and announced unlimited quantitative easing.  Not to be outdone, the US government pledged tril-
lions in relief and stimulus funds. 

The pandemic and the resulting countermeasures have upended almost everything in our lives.  Outside of widespread 
war, the world has never witnessed such a massive shutdown of business and everyday life.  The recession is here and 
the economy is now, at least temporarily, on life support.  This recession will be deep and painful. In early March, con-
sensus expectations for 2020 global GDP growth were +3%.  Now they are -3% and probably headed lower.  US jobless 
claims went from almost nothing to around 22 million in the space of a few weeks.  At the corporate level, S&P esti-
mates that 2020 earnings will be about 13% less than the previous year.  Unless the shutdown is brief and return to nor-
mal rapid, that seems very optimistic to me. 

The challenge with the coronavirus is the uncertain impact on tightly coupled systems that need to work to make our day-
to-day lives function smoothly.  Hence, all the volatility in the 
financial markets.  However, this is a very different recession 
from what we’ve seen in the past.  It has not been triggered by an 
economic or a financial shock, but by fiat.  While comparisons 
with the Great Depression of the 1930s and the more recent 
Global Financial Crisis in 2008 are inevitable, the key difference 
lies in the underlying health of the economy.  In the two earlier 
crises, the trigger was the unraveling of an enormous multi-
layered credit bubble.  The financial sector seized and credit 
stopped flowing.  This time the banking sector is in much better 
shape.  Another key difference with the Great Depression lies in 
the policy response.  In 1929 the Fed made everything worse.  
(Ben Bernanke noted in a 2002 speech: “Regarding the Great 
Depression, we did it. We’re very sorry. We won’t do it again.”)  
This time the fiscal and monetary policy responses have been 
immediate and very forceful.  According to Goldman Sachs, the 
initial 3 phases of the stimulus package total about 11% of GDP.  
How deep this recession will be, and how difficult the recovery, 
depends on how long we keep the economy in this kind of artifi-
cially induced coma.  If we can gradually reopen the economy 
soon, the damage could be limited, particularly if the government 
keeps providing support to households and businesses.  The long-
er the shutdown, the harder, slower and costlier the recovery.  
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1st Quarter Summary 

Total Return % 

  3 month  12 month 

S&P 500  ‐19.6  ‐7.0 

Nasdaq Composite  ‐14.2  ‐0.4 

Russell 2000  ‐30.6  ‐24.0 

MSCI EAFE  ‐22.8  ‐14.4 

Barclays High Yield  ‐12.7  ‐6.9 

Treasury Bond Rates  3/31/20  3/29/19 

2 year  0.23  2.27 

10 year  0.70  2.41 

Barclays U.S. Aggregate  +3.2  +8.9 

MSCI Emerging Markets  ‐23.6  ‐18.0 

	

Source: US Treasury, LPL Financial Research)  Indices cannot be invested into directly. 

Past results are no guarantee of future performance 
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The	Stock	Market	Goes	Down	Too	

While the cause and timing were certainly a surprise, and the speed of the actual fall was truly shocking, no student of 
finance could have been astonished that our long running bull market ended with a crash.  Shockingly, all bull markets 
end!  (I know that’s going out on a limb given the required regulatory trope of “past performance is no guarantee of fu-
ture results.”)  Historically, markets go down as well as up.  That’s because risk and reward 
go hand-in-hand.  The unfortunate reality is that to earn market returns over time, you need 
to remain in the market over time.  Market returns do not come like clockwork, but rather in 
spurts that are often unexpected.  Since the end of February, the market has experienced 
massive swings in prices.  What does it mean when markets move so violently?  It means 
that collectively, investors are saying “We don’t know what is going on.”  

I have spent a lot of time thinking about the implications of the pandemic, and now, with 
confidence, I can tell you that nobody knows how this is going to play out.  It may go away 
in a month, or it may linger much longer.  The optimist in me thinks that over the next 
month or two things may get worse, but then they will start getting better.  But, because this 
is uncharted territory, we can’t know the severity or duration.  And, most disconcertingly, we have no idea about the 
second order effects.  However, I’m confident that this isn’t the end of the world.  We will come out on the other side.  
In terms of long-run portfolio returns, the virus isn’t what scares me.  Our financial response to the virus petrifies me.  
We have flipped the switch on unlimited deficit spending, unlimited quantitative easing and tacit acceptance of what is 
undeniably Modern Monetary Theory.  At the Federal level we were already running a deficit of $1 trillion.  Estimates 
are now $5 trillion or higher.  We have crossed the Rubicon.  Stocks won’t go down perpetually because of the virus.  I 
have no doubt that we will solve that problem.  Portfolio returns may suffer because of what comes after the virus.  I 
believe in human ingenuity and our ability to solve problems.  Unfortunately, I also can’t deny our capacity to make 
problems worse.  There is a very human tendency to repudiate and question the reality of economic tradeoffs - because 
some of us think you can have your cake and eat it, too  Oh well, that’s a problem for a future time.  In the interim, 
many of the factors that helped contribute to the last 11+ year bull run remain in place, specifically, suppressed interest 
rates, an accommodative central bank, an aging population seeking yield, and continued technological advancements. 
 

Source: Zen Investor 

“The only two days that 
really matter in investing 
are the day you buy and 
the day you sell. All the 
ups and downs in be-
tween are simply noise. If 
you can learn to ignore 
the noise and stick with 
your investment plan, 
you’ll do just fine.” 

Mel Lindauer 
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Things	That	Probably	Only	Brad	Cares	About	I	Actually	Read	it	Somewhere	

Steve Martin 
“Before you criticize a man, walk a mile in his shoes. That 
way, when you do criticize him, you’ll be a mile away and 
have his shoes.” 
 

New York Times 1/24 
From the impeachment proceedings we've learned that the 
only food or beverage allowed on the Senate floor is wa-
ter, milk and candy.  The candy supply is controlled by the 
Pennsylvania delegation: Hershey bars with almonds, Ro-
lo caramels, Milky Ways, 3 Musketeers bars, Palmer Pea-
nut Butter Cups and Goldenberg’s Peanut Chews. 
 

Casey Mulligan and Brian Blase  
“The legislative remedies Congress recently passed will 
make the recovery slower once it’s safe to return to work.  
Never before in American history could a majority of the 
workforce get a raise merely by receiving a pink slip.  
When businesses reopen, employers will be competing 
with the government for a potential employee’s time. Be-
cause many unemployed workers will earn more from re-
maining idle, they won’t rush to come back.” 
 

Jeff Gundlach 
“The airline industry spent $45 billion in buybacks over 
the last five years, but got $58 billion in support from the 
federal government. Let them go bankrupt.  The planes 
won’t disappear.” 
 

John Cochrane 
“Globalization leads to pandemics. Remember 1350 and 
1492 as well as 1918.  There will be more.  In the next 100 
years there could easily be one with 20% mortality that 
shuts down the economy for a year.  People who say cli-
mate is the worst problem facing civilization have a re-
markable lack of imagination in my view. Maybe we 
should be spending 1/1000 of the resources that go into 
energy policy on pandemic prevention.” 
 

Jared Dillian 
“For years, people have been focused on returns to the 
exclusion of all else, and not risk. Suddenly, the world 
seems like a much riskier place than it did a month ago.  
Nothing has changed but the perception—it was risky all 
along.” 

When riding ski lifts with strangers, they often ask if I’m a 
local.  I shared this with the Little Princess with the obser-
vation that, sitting on a chairlift, I must look like a really 
good skier.  She countered with a snarky comment that, 
since my ski clothes are so old and grungy, people just as-
sume that I’m a ski bum living in the parking lot.  Obvi-
ously, she feels that it’s important to keep me humble.  
That’s generally unnecessary, but especially not this year 
when I’ve experienced a crisis in confidence.  I fall off 
surfboards all too frequently, but rarely do so on skis.  I’ve 
gone whole seasons without a binding release.  But, in a 
confidence shaking development, I fell 3 times in the first 
month of this season.  So, even without the Little Princess’ 
assistance, humility was forced upon me.  It’s hard to let 
gravity be your friend when you’ve lost your mojo and are 
worried about a potentially painful tumble.  And my real 
fear was that this was the start of an age-related decline.  (I 
worry a lot about the eventual deleterious affects of aging 
on my ability to do the things that I love.)  Consequently, I 
skied tentatively for most of 2020.  With my confidence in 
my appearance and ski ability in tatters, I went to Colorado 
in early February with the friend who fired me from Getty 
Oil.  (Admittedly, I was horribly unsuited to that job.)  We 
skied 3 days in the Aspen area, one day at Beaver Creek 
and the final 2 at Steamboat.  (It was –4 degrees in Steam-
boat and my “grungy” ski clothes, much maligned by the 
Little Princess, kept me perfectly comfortable.  Why re-
place what works just because of silly fashion and a few 
stains?)  The point of our brief side trip to Beaver Creek 
was to meet a friend, another ex-Getty guy.  Years ago, 
regular trips to Colorado were a tradition of ours and it was 
fun to reconnect.  Our friend is older, but seems to be set-
tling into senior living gracefully.  He can’t handle the 
bumps anymore, but while certainly cautious as befits his 
age, is still respectable on skis.  Skiing with him helped me 
realize that my lost mojo wasn’t age-related, which eased 
my mind considerably.  Three falls wasn’t predictive of a 
declining future, just the random nature of life.  So, I re-
turned home with renewed confidence and quickly noticed 
an improvement the next time on the snow.  In the middle 
of March, I was really looking forward to spring skiing.  
And then all the ski resorts closed on March 16!  



Past performance does not guarantee future performance and your actual results will vary. These opinions are for general information only and are 
not intended to provide specific advice or recommendations for any individual. Consult your attorney, accountant, or tax advisor with regard to your 
individual situation. The S&P 500 is an unmanaged indexes reflecting the overall returns attained by leading US stocks. The MSCI EAFE is com-
prised of large company stocks in established foreign markets.  The MSCI EM (Emerging Markets) Index is a free float-adjusted market capitaliza-
tion weighted index that is designed to measure the equity market performance of the emerging market countries of the Americas, Europe, the Mid-
dle East, Africa and Asia. Govt bonds and T-Bills are guaranteed by the US government as to the timely payment of principal & interest and, if held 
to maturity, offer a fixed rate of return a& principal value. The Barclay’s  bond indexes are representative of total returns earned by various seg-
ments of the bond market.  Indexes cannot be invested into directly & are unmanaged.  International and emerging market investing carries special 
risks such as currency fluctuation and political instability.  The Russell 2000 Index is an unmanaged index generally representative of the 2000 
smallest companies in the Russell 3000 index, which represents approximately 10% of the total capitalization of the Russell3000 Index. The Bar-
clays  High-Yield Market Index captures the performance of below-investment-grade debt issued by corporations domiciled in the United States or 
Canada. Stock investing involves risk including loss of principal. Bonds are subject to market and  Interest rate risk if sold prior to maturity. Bond 
values and yields will decline as interest rates rise and bonds are subject to  availability and change in price.  Economic forecasts set forth may not 
develop as predicted and there can be no guarantee that strategies promoted will be successful. No strategy assures success or protection against 
loss. The NASDAQ Composite Index measures all NASDAQ domestic and non-U.S. based common stocks listed on the NASDAQ Stock Market. 
The market value, the last sale price multiplied by total shares outstanding, is calculated throughout the trading day, and is related to the total value 
of the Index.  The prices of small cap stocks are generally more volatile than large cap stocks. International investing involves special risks such as 
currency fluctuation and political instability and may not be suitable for all investors. These risks are often heightened for investments in emerging 
markets.   

 

Business Philosophy 

Our objective is to make working with us a pleasant as well 
as rewarding experience   

�� We take our responsibilities seriously 

�� We return calls promptly 

�� We’re nice when someone does call 

�� We don’t lie or mislead 

�� We do what we say we’re going to do. 

�� We’re knowledgeable and  current in our discipline 

�� We admit (infrequent) mistakes and do our best to right 
the wrong 

�� We listen to suggestions and take them seriously 

�� We work in your best interest in the most straightfor-
ward and transparent way possible 

Brad Lancaster is a Registered Principal with and securities 
offered through LPL Financial, Member FINRA/SIPC 

Please notify me in writing if you would like a hard copy of 
our full ADV part 2A brochure or if there are any changes to 
your financial situation or investment objectives  

Leading the Descent 

 

To the Little Princess, there’s nothing sweeter than to 
hear me say “You were right.” For a few months each 
year, despite the giant hassle, irritation and ongoing 
expense, looking out over our back yard, it does seem 
like she may have been. 


