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Hello New World, Update #2 

March 27, 2020 
    

It is only perhaps the end of the beginning. We have a ways to go and in mostly 

uncharted waters. Just the facts.  
 

At times like these, understanding the past can sometimes ease the uncertainty of the 

future. After all, history may not exactly repeat itself, but it often does rhyme. More on that in a 

bit.  
 

As far as the virus goes, we are learning more each week. Reported cases continue to rise 

as more people are tested. To show that COVID-19 is an equal opportunity villain, Prince 

Charles, British Prime Minister Boris Johnson and U.S. Senator Rand Paul all tested positive this 

week. For the 14 counties surrounding Houston the first case was reported on March 4th. By 

March 15th here were 41 cases and now there are over 500, with four deaths. 335 of the 500 were 

reported in just the last four days. We should expect these numbers to continue climbing rapidly 

in the near term. The good news is that, these new cases are now being closely monitored by 

health officials, therefore growing our knowledge of the virus. Various treatments are also being 

administered and monitored with some early successes. With all this new data, I expect we are 

two to four weeks away from knowing our enemy well enough to seriously begin the battle to 

defeat him. Once again, patience please. 
 

Society, as we once knew it, has been closed. Virtually every large metropolitan area in 

the U.S. and even some whole countries have “shelter in place” mandates. Many areas in Texas, 

including Harris and Galveston counties have instituted the slightly less restrictive “stay at 

home” mandate. In all likelihood these will continue through the month of April. 
 

The U.S. Government just passed the largest spending bill in the history of mankind. Last 

week’s $100 billion bill is peanuts next to this week’s $2,200,000,000,000 ($2.2 trillion) 

“CARES Act”. How much money is that? By comparison: Total government income in fiscal 

year 2019 was +/- $3.5 trillion. $1.7 trillion of that was from individual income taxes. So 

whatever you paid an income taxes last year, multiply it by 1.35. That would be your share just 

to pay for these two bills alone. If you add up all the coins and currency, plus all the money in 



 

checking type accounts of ALL Americans combined, it just amounts to about +/- $4 trillion (M1 

money supply). With the economy on pause, government revenues will surely be lower this year 

than last year. Uncle Sam was set to spend +/- $5 trillion this year before the virus, so now it may 

be $7- 7.5 trillion or more as President Trump and Speaker Pelosi are talking about another 

massive bill to follow. So let’s do some simple math: Income, say $3 trillion, spending say $7 

trillion. Is it possible that we may add $4 trillion or more to the national debt just this year? In 

January (seems so long ago now doesn’t it?) the Congressional Budget Office issued a warning 

that we may get to $30 trillion in debt in 10 years. They said this was unsustainable. At this pace 

we may get there in less than two years! By comparison, all the gold above ground on planet 

earth is only worth around $10 trillion. It only makes sense that this will, at some point, be 

repriced to the now quickly “diluted dollar”. Realize that one one-hundredth of 1% (.0001) of 

$2.3 trillion is $230 million. This is a rounding error that could disappear many times over and 

never be missed. The opportunity for corruption, since Adam and Eve bit the apple, has never 

been greater. Other details of what is in this bill will come out over the following days and 

weeks, but one provision allows for the suspension of required minimum distributions (RMDs) 

from retirement accounts for 2020. For those of you for whom this applies (over age 70½), if you 

are sending your RMD to a charity or wanting the taxable income to fill up a low tax bracket 

then no change may be warranted. If however you are taking and paying tax on your RMD but 

don’t need that cash flow to live on, you may want to suspend your RMD for the remainder of 

2020. If that describes you, then please contact your client account manager so that we may 

review your situation and make that change if appropriate. 
 

One week ago, the Federal Reserve announced they were going to print $700 billion to 

help out its crazy uncle that has an insatiable spending problem (that would be Uncle Sam). This 

week they announced there is “no limit” to what they can print. Consequently, the Federal 

Reserve’s balance sheet has shot up by +/- $1 trillion in just a week or so, to a new all-time high 

of $5.5 trillion. Hang on to your hat because this is only the beginning. Where else is that $2.3 

trillion going to come from? Cynthia Ocasio-Cortez, Bernie Sanders and a few quack (in my 

opinion) college professors have for a couple of years now, been preaching something called 

Modern Monetary Theory (“MMT”). MMT says that debt and deficits are unimportant. The 

government owns the printing press and it can, by the magical creation of more money, spend 

whatever it wants, to do whatever it thinks it needs to do. I guess they won, as we are now 

actually practicing MMT. If we act like Argentina or the Weimar Republic, why would we 

expect the outcome to be any different? 



 

 

From here forward, for at least the next few months, we should expect every newly 

released economic statistic to be from really bad to new record bad. For example, 3.3 million 

people filed for unemployment benefits this week. This was FIVE TIMES the prior record, set in 

the 1980-1982 recession. A recession is defined as two quarters of negative economic growth 

(negative GDP). It is almost now certain that 2020 will qualify by that definition. 
 

The investment markets somewhat came back this week. Most stock indexes were up 10-

13% for the week with still historically high, but much less volatility than the week before. They 

are still down 20-25% from their mid-late February high. Tuesday was the single biggest daily 

gain since 1933. So far, Friday, March 20th was the low point of this bear market, and who 

knows, maybe that is it. Maybe the worst is behind us. History suggests otherwise. Bear markets 

are more marathons than sprints. Last Friday being the low just seems like we would be getting 

off too easily. We need a longer duration of the pain to make people completely desperate and 

without hope. The overwhelming emotions of helplessness and “I’ve got to sell it before it goes 

to nothing” just don’t seem to be there yet. In the last three major bear markets there has been an 

amazing similarity in their early stages. In each case after the initial decline there was a 

retracement of almost exactly 50%. For example, if the initial decline was 30%, then the market 

recovered half of that loss, and in each case, over an eight week timeframe. These 50% 

retracements in price began on August 24, 1973, March 21, 2001 and March 23, 2008. Again, in 

each case, it took eight weeks to recover half of their prior losses. These gains did not last, as the 

market continued downward to total peak to valley losses of around 50% or greater in each of 

these bear markets. These “sucker rallies” in a bear market are normal but only the first one has 

had such a highly similar overlay. Look at the dates again: March 21, 2001 and March 23, 2008. 

This past Monday, March 23, 2020 may be history repeating itself. If so, then about 2,800 on the 

S&P 500 would be the 50% retracement level, and if it takes eight weeks, this would happen by 

late May. The S&P closed today (Friday, March 27th) at 2,541. Just 10% up from here would put 

it at 2,800. I am not trying to worry you by this historical information. After all, it may be all 

coincidence and mean nothing, but I think we should go into the next few weeks with our eyes 

wide open and with realistic expectations. I, for one, still believe the buying opportunity lies 

ahead of us. On your behalf we will be paying close attention to all of this.  

 

Sincerely, 

Michael W. Hesse, CFP, CLU, ChFC, CPFA 

Texas Wealth Management LLC, Managing Member 


