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The volatility of the last few months has been nearly 

unprecedented. Here, we aim to recap the action and 

hopefully provide some perspective to investors. 

 April 2020 

HOW SHIFTING UNCERTAINTY CAN FUEL A RALLY 

Though thirteen days is just a blip on the radar in the grand scheme of 

things, the past few weeks have been anything but normal. Consider that 

the 13-day period ending April 9 was the best S&P 500 run of all time, but 

that same stretch also saw historic unemployment, record COVID-19 

deaths, and billions more in self-isolation. Strange times, to be sure. 

For many, the strength of the recent rally has been difficult to reconcile 

with the severity of the public health crisis and its devastating economic 

effects. As the old saying goes, “the stock market is not the economy.” 

The two are still closely related, however, and their recent divergence 

feels especially stark.  

Most rallies during recessions are bound to feel odd, as market gains fail 

to reflect the real-world turmoil, but they are actually quite common. In 

fact, most of the market’s best days occur within its biggest sell-

offs. Uncertainty-fueled volatility is one reason for this phenomenon; 

the forward-looking nature of the stock market is another. When the 

future begins to look brighter, the market may jump even if reality 

remains grim. 

And as our Chief Investment Strategist Bruce Bittles wrote this week, “…progress is being made in our fight to defeat this 

virus.” Outlooks for total deaths have been slashed, hard-hit areas seem to have peaked, and early epicenters are being 

tentatively reopened. From vaccine candidates to promising treatments, expectations have decidedly improved. 

This is critical. While earnings and cash flow are the fundamental underpinnings of stock prices, expectations are a major 

driver of market action. Even bad news can send a stock higher as long as it’s better-than-feared. And given recent 

developments, expectations for the ultimate coronavirus damage have improved, even if slightly. This shift has subsequently 

boosted stocks, despite the fact that even the most optimistic scenarios still involve immense suffering along the way. 

Further, the dramatic initial sell-off was as much about extreme uncertainty as anything. This pandemic presented an 

unprecedented challenge and an unimaginably bad worst-case scenario. But as social distancing flattens the curve and 

testing ramps up, the very worst-case outcomes from just weeks ago are being removed from the table. Things are still 

uncertain, but they are far less uncertain than they were last month.  

Ultimately, we are still ~20% off of mid-February highs, reflecting the very real deterioration of economic conditions. Just 

because we’ve rallied does not mean things are rosy, and recent gains could easily be undone. Volatility should remain 

elevated, regardless. Thus, we urge investors to connect with their Baird Financial Advisor, as times of historic uncertainty 

offer tremendous opportunity to revisit your investments and shore up your financial plan.  
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 Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which 

Robert W. Baird Limited holds an ISD passport. 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients. Issued in the United Kingdom by Robert W. Baird Limited, which has an office at Finsbury 

Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial Conduct 

Authority. For the purposes of the Financial Conduct Authority requirements, this investment research report is classified 

as objective.   

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license. RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws. This 

document has been prepared in accordance with FCA requirements and not Australian laws.   

 

 

 

 

 


