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First Quarter Recap
Capital Market Update

Economic News and Developments

During the first quarter we saw capital markets reel from the coronavirus
outbreak as infection rates spread and companies saw supply chain and
labor disruptions across the globe.

The majority of available Q1 data was stable to strong, with expectations of
a significant downturn due to COVID. Thankfully, the economy came into
the crisis on a solid footing with strong consumer spending and wage data,
albeit a less rosy business investment environment.

Coronavirus
• Rising outbreak fears prompted extraordinary volatility in capital
markets, sending the VIX to all-time-highs and yields to historic lows.
Oil Price War
• Russia and Saudi Arabia announced plans to flood the oil market with
supply, sending oil down over 30% in a single weekend.
Capital Markets1
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Jobs Reports
• Jan. and Feb. reports beat expectations, pointing to a strengthening
consumer ahead of the crisis, while the March 21 initial jobless claims
jumped to 3.3M, over 4 times more than the previous record.
The Federal Reserve
• Multiple emergency measures were announced, including cutting Fed
Funds to 0%, bond buying programs that quickly ballooned to
“unlimited” in size as well as state and local funding help.
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1. Total Returns; U.S. Stocks represented by the S&P 500 Index; U.S. Bonds represented by the Bloomberg Barclays US Aggregate Bond Index; Global Stocks
represented by the MSCI ACWI; Global Bonds represented by Bloomberg Barcclays Global Aggregate Index
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Source: Bloomberg
Source: Bloomberg

-1.5%

Reduction in Fed
Funds Target Rate

Coronavirus

COVID-19 Fears Rise Due to Rapid Spread
and Disruption Fears
• As COVID-19 spread globally, capital markets reeled as
investors fled to safety and occasionally to liquidity

Confirmed Global Cases of COVID-19
January 21, 2020 to March 31, 2020

— Confirmed cases rose through quarter end with nations struggling to
flatten the curve; a notable exception is South Korea’s success using
widespread test and trace procedures

• Major companies cancelled conferences, employee travel,
and instituted mandatory work from home policies while

entire states went on lockdown
— Economic and labor freezes due to business and government policy
responses are likely to cause soft Q1 data and earnings and a
potentially ugly Q2

• Full impact is still unknown as demonstrated by the wide

range of recent Q2 U.S. GDP forecasts, from -9% to -24%

All data latest as of 04/01/20
Source: Bloomberg

S&P 500 Reaction to COVID-19
January 21, 2020 to March 31, 2020

Oil Price War

Oil Price Collapse Threatens U.S. Suppliers
West Texas Intermediate (WTI) Crude Oil Price
April 1, 2019 to March 31, 2020

• In early March, Russia and Saudi Arabia indicated they would
significantly increase oil output, causing oil prices to fall
more than 30% immediately following the announcement
• The increased supply prompted concerns that U.S. energy
producers would be unable to profitably pump oil at sub$40 per barrel
• Skepticism remains over how long Russia or Saudi Arabia

March 8
Russia and Saudi
Arabia announce
plans to increase oil
production

All data latest as of 04/01/20
Source: Bloomberg

have the budgetary or political wherewithal to withstand the
low prices

Market Pullback

Fastest Bear Market in U.S. History Strains
Investors
• Bear markets, declines of 20% or more, are relatively rare, yet
in March the S&P 500 fell into bear market territory faster
than any time in history
• As investors tried to digest the onslaught of news, the S&P
500 had some of the largest single day moves (both up and
down) in decades, pointing to wide uncertainty over the
prospects and impacts of the crisis
• The bear market began on the back of relatively strong
consumer economic data, but growth forecasts were put to
the test with the economic consequences of the crisis and
related response measures
All data latest as of 04/01/20
Source: Bloomberg

Number of Days to a Bear Market in the S&P 500
Since Inception of the S&P 500

Notable Mentions
Stimulus

The Fed

Economic Impact

Three phases of federal relief were passed
by Congress in March. The largest, Phase
3, has an estimated size of $2.2T,
including direct assistance to Americans,
business loans and grants, and aid to
state and local governments. The passage
of Phase 3 has helped stabilize capital
markets, at least for the short term, and
discussions around further responses
began shortly after the Phase 3 vote.

The Federal Reserve initiated several
emergency actions in March, including
two separate emergency rate cuts,
bringing the lower bound of the target
rate to 0%. Other actions included making
the discount window more accessible for
emergency loans, as well as large scale
bond buying programs (QE).

It is too early to tell what the full
economic ramifications of the COVID-19
crisis. Additional measures to prevent the
spread of the virus are being announced
and the duration of these measures and
the spread of the virus are still unknown
and changing day by day.

Source: The Wall Street Journal, Harvard Business Review

These actions were in response to a
collapse in rates and an inverted yield
curve following coronavirus fears.

Latest Q1 and Q2 estimates vary wildly
and range from a slight decline over the
first half of the year to a severe one.

Response and Potential Impact
Primary Policy Response

Three Phases of
Government Assistance
and Expanded Testing and
Medical Capabilities

Interest Rate Reductions,
Bond Buying Programs.
New & Enhanced Liquidity
Measures

High Level Goals

Potential Economic Impact

•

Increase testing, reduce spread,
and increase ability to combat
COVID-19

•

Support displaced, furloughed, and laid off
workers to support their families and pay
their bills

•

Support impacted workers and
families

•

Dampen shocks to aggregate demand and
supply due to reduced economic activity and
forced shutdowns

•

Aid business and state and local
governments

•

Prevent knock-on impacts of widespread
defaults within the economy

•

Maintain existing liquidity and
provide new avenues for
companies and governments to
access capital

•

Help reduce potential bankruptcies due to
liquidity restraints

•

Provide cushion to local governments as tax
revenues decrease and liabilities increase

•

Foster confidence to reduce panic selling and
reduction in capital markets liquidity

•

Provide confidence to capital
markets

1. As part of our ongoing investment

Next Steps

process, we utilize the facts to help
determine appropriate changes to keep
your financial goals on track
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