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Investor Panic Is a Virus We Can Contain 

While nothing is assured, based on previous similar virus market panics, 
and the current huge global medical and government massive 
responses, the best advice in my view is to hold on if you have made 
good investment choices, as historically there will be recovery – usually 
very sharp at the initial stages of the rebound that has followed prior 
market panics.  

This would be especially true if the virus can be contained quickly, as in China and South Korea, or 
success is achieved in the many current treatment trials that just started.  The risk is the timing of the 
market rebound.  My advice to investors is if you do not need cash, then maintain diversified portfolios, 
realizing there may still be dramatic volatility in the tug of war between opportunity buyers and panicked 
sellers in the next few weeks or months. "Market sell-off is a gross overreaction to a severe but 
manageable flu," Morningstar says. 

U.S. and most global markets have had their fastest declines and highest volatility either since 2008, 
or worst ever, depending on index. Unlike in 2008, however, our financial system is strong: we started 
out with a much stronger U.S. economy this time, and there is a likely endgame medically to stop the 
pandemic. Some analysts believe the market has already assumed a 2008-type deep recession, while 
the majority view seems to consider it to be a milder recession of 1-2 quarters. Bear in mind that markets 
historically move ahead of economic results.    

Retail Investors Are Buying the Dips 
Data from Factset on fund flows shows retail 
investors are not panicked but ADDING to 
investments with “buy the dip” investing.  The new 
investing craze that is becoming very popular is 
ETFs. I would never recommend EFFs - unless a 
day trader - as my white paper explains at 
https://dhutch.news/etf .  However, ETFs are very 
popular with retail investors and many of their 
advisors. This is despite Vanguard’s founder 
John Bogle’s claim: “An ETF is like handing an 
arsonist a match." 

The most dramatic market declines have often 
been followed by 1000+ point Dow gains. The 
Cboe Volatility Index, or VIX, closed at its highest 
level in history March 16th when U.S. shares 
recorded the steepest decline since the Black 
Monday stock-market crash of 1987. The volatility 
gauge tends to rise when markets fall, and 
investors reach for stock protection through the 
options market. The VIX climbed to 82.69, 
surpassing its high of about 80 in 2008.  

Factset shows the largest ETF fund flows from 
3/10/2020-3/16/2020 was into the huge SPDR 
S&P500 ETF Trust at $9.2 billion.  Likewise, 
various other equity ETFs showed large inflows - 
Including some small cap indexes, as small caps 
had overall the largest losses. Retail investors 
wisely seem to be focused on the long-term 
market potential, not the short-term crisis. The 
dramatic market volatility is partly being driven by 
machine trading based on "algos" (market 
computer algorithms, not humans).   

Top redemptions were in bond ETFs. These 
redemptions were wise since the benchmark 10-
year Treasury plunged to an intraday low of 
0.38%, but then had a rapid recovery although 
only to just over 1%.  Bonds lose value – absent 
other factors – when interest rates move up  

Insiders Buying- “According to InsiderScore, 
insider buying among small caps is the highest on 
record with data going back to 2004. So, 
investors are very worried and anxious. Contrast 
that with executives at the companies, where 
they're actually pretty bullish.  In fact, insider 
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buying is the highest it’s been since the third 
quarter of 2011 across market caps.  And insider 
buying among small caps, according to 
InsiderScore, is the highest on record with data 
going back to 2004. So, on the one hand, you 
have investors who are extremely anxious and 
panicky, and on the other hand, you have 
executives who are very confident. Source:FactSet, 

InsiderScore and Alger Analysis 

Massive cash balances could ignite markets 
when invested - Cash on the sidelines as 
measured by the money market is $3.8T, up 
about 20% year over year, and about as high as 
the Global Financial Crisis. 

Negative rates may come to U.S., with pain for 
money market funds, other savings 
3/17/2020 Bloomberg: “Mattresses full of money, 
getting paid to take out a mortgage, surging 
demand for safe-deposit boxes -- these are some 
of the ideas people have about what happens 
when interest rates turn negative. Just a few 
months ago, such scenes -- at least in the U.S. -- 
seemed unthinkable. But with Treasury yields 
tumbling and the Federal Reserve abruptly 
slashing rates to near zero, Americans may soon 
get a taste of them firsthand." 

Japan and parts of Europe already have negative 
interest rates for some time. Negative yields have 
now reached America's shores. Well, sort of. The 
rate on one-month U.S. Treasury bills dropped as 
low as minus 0.089% on 3/18/2020, and the rate 
on those maturing in three months sank to minus 
0.0178%, data compiled by Bloomberg show. We 
have never seen these negative rates in the U.S., 
and this can affect savers since most money 
market funds and savings accounts somewhat 
mirror these rates.   

Money market funds can go below the usual $1 
value, as happened in the 2008 crash. Funds can 
suspend redemptions and can impose “fees and 
gates,” and are not insured. On March 18th the 
U.S. Federal Reserve rolled out its third 
emergency credit program, aimed at keeping the 
$3.8 trillion money market fund industry 
functioning if millions of investors suddenly make 
rapid withdrawals. Under the program, the Fed 
does not insure – but will make loans to money 
market mutual funds if they are facing a cash 
crunch. 

Taking out cash to hide under your pillow might 
have a short-term virus risk to you. Banks in 

China are actually disinfecting cash before 
issuing it to the public. The US Fed is holding all 
cash coming from Asia and Europe for 10 days 
as a precautionary measure. 

The Cetera/Pershing Flexinsured default cash 
account we use is not a money market fund, but a 
FDIC insured (up to $250k) Deposit Sweep Account. 
Disclosure regarding the Cetera/Pershing Sweep acount: 
https://myceterasmartworks.com/Public/Portal/Content.aspx?ContentId=30047144 

Will the US war on COVID-19 respond like in 
China, South Korea, or More Like Italy? 
The US was slow to act, as was Italy. If we had 
had faster widespread testing, we might have 
contained the virus, as in China and South Korea. 
Earlier testing could have contained the spread 
by contact tracing. However, it spread rapidly to 
community transmission.  Now we need to use 
drastic measures that will probably send the 
economy into recession – although hopefully not 
too deep or long lasting.  

France, Canada, UK and many other countries 
are now experiencing community spread, and are 
taking the drastic measures needed.  

Global central banks are going all out with their 
tools to support the financial system, although 
obviously cannot stop the virus. The US Fed has 
made available $1.5 trillion to prevent “unusual 
disruptions” in the financial system.   

Congress passed and President Trump signed into 
law an $8.3 billion bill funding vaccine development 
and prevention efforts.  The House also has passed 
a large spending bill with bipartisan support, that the 
Senate will now consider. 

The Trump administration has backed a plan to 
send checks directly to Americans as part of a $1 
trillion stimulus package to help households and 
businesses - a dramatic step designed to cushion 
the impact of the sudden economic slowdown 
triggered by the coronavirus pandemic.  Though 
Congress must act, some opponents believe this 
large of a stimulus is not needed, especially with 
our huge level of debt.  This far outstrips the $787 
billion stimulus package passed in 2009.  

Lower gas prices due to the current price war and 
the interest rate drop will provide further relief for 
U.S. consumers, companies and the economy. 

The Ultimate Solution is Medical 
Current Drug Treatments vs. Vaccines 
There are many existing drugs that are being tested 
on the most serious COVID-19 patients globally. 

https://myceterasmartworks.com/Public/Portal/Content.aspx?ContentId=30047144


  

They are being used “off-label” under the 
“compassionate use” provision of the regulators. 

This started after some dramatic positive results in 
China, and now drug companies in cooperation with 
major universities and government agencies 
including the NIH in the US are doing mass trials 
trying to confirm the results in Asia. CNN 
interviewed a US patient who went from extremely 
sick to almost 100% in the matter of a few days with 
an “off label” drug.  

One of the problems in the maybe 20% of COVID-
19 patients who have potential deadly cases is that 
the immune system overly attacks both the virus 
and the good cells. It appears some drugs that were 
used for other purposes have been effective in 
creating a balance: i.e., enough immune reaction to 
kill the virus, but not to also attack the normal cells 
of the patient.  

Seekingalpha: “Gilead Sciences has an existing 
drug Remdesivir that was originally developed to 
target Ebola but has considerable promise for this 
new coronavirus. Remdesivir was used on the first 
confirmed case in the U.S. The patient responded 
well to treatment with all symptoms except a cough 
resolved within a week. Preliminary data from a trial 
in China could be out as soon as later this month. 
Positive results could set up one doozy of a rally in 
the overall market.” 

3/14/2020 Startribune.com: “The University of 
Minnesota Medical School is testing a drug to see if 
it can treat people who have been hospitalized for 
COVID-19.  News of the Minnesota study of the 
antiviral Remdesivir comes as the Wall Street 
Journal reported Friday that the drug appeared to 
have a positive effect for a small group of Americans 
who contracted the new coronavirus on a cruise ship 
and were treated experimentally in Japan. 

“The drug was found not effective in treating Ebola, 
but an official with the National Institutes of Health 
said none of the 14 American COVID-19 patients 
has died since getting the drug. The official 
described the patients as critically ill and said many 
of them had been likely to die within a short amount 
of time. 

“Gilead Sciences, which makes Remdesivir, said at 
least five other COVID-related clinical trials are 
ongoing in the U.S. and globally.  

“Minnesota’s Remdesivir study is one of three 
randomized controlled clinical trials announced by 
the U’s Medical School that will use existing drugs 
to try to treat people who have been exposed to 

COVID-19. Though vaccine research is underway, 
vaccines typically take months or years to develop.” 

JERUSALEM, March 17 (Reuters) – “Israel's Health 
Ministry has approved a request by Pluristem 
Therapeutics to seek case-by-case permission for 
compassionate treatment of COVID-19 patients 
with its stem cell therapy.”  

The medical media is reporting many other 
approaches to treat the virus, which if successful 
could come far sooner than for a vaccine to be 
available. 

Various other reports from multiple sources: 

“So-called messenger RNA technology, which uses 
RNA to tell cells to express a certain protein that 
then leads to an immune response. Injecting human 
tissue with the spike's messenger RNA makes it 
grow inside the body, thereby eliciting an immune 
response without having actually infected a person 
with the full-blown virus. 

“Other groups are using pieces of raw genetic code 
which, once injected into the body, should start 
producing bits of viral proteins which the immune 
system again can learn to fight. 

“Following reports that some COVID-19 patients 
have had severe immune responses to the virus, 
including attacks on the lungs, Regeneron and 
Sanofi are aiming the rheumatoid arthritis drug 
Kevzara at patients. Kevzara would not treat the 
underlying virus, just the immune system 
responses. In China, researchers have been using 
Roche’s Actemra, a drug similar to Kevzara, to help 
a small group of patients with severe or critical 
Covid-19 disease recover. 

”Eli Lilly and AbCellera teamed up to co-develop 
antibody products for the treatment and prevention 
of the virus. Following the sequencing of 500 unique 
fully human antibody sequences from a COVID-19 
blood sample, the companies will screen the 
antibodies to find the ones most effective in 
neutralizing the virus.” 

Even more reports are on the huge number of 
vaccines that have started or applied for authority 
from the NIAID or similar global heath regulators. 

Hopefully COVID-19 can be contained before a 
vaccine is needed, as was the case with SARS and 
MERS.  The current COVID-19 was originally was 
named SARS-CoV-2 since it is a variation of the 
SARs virus. Both are also similar to Middle East 
respiratory syndrome (MERS). 

“The National Institute of Allergy and Infectious 
Diseases (NIAID) is allowing new vaccine to be 



  

fast-tracked into clinical trials without thorough 
testing in animal models, which usually stands as a 
strict prerequisite to human testing.” 

The NIAID approved in record time the first US 
vaccine trial:  “A healthy volunteer in Seattle is the 
first person in the U.S. to receive a dose of an 
experimental coronavirus vaccine as part of a new 
clinical trial, government health officials announced 
today (March 16).    

“Over the next six weeks, researchers plan to enroll 
45 participants in the trial, which will test the safety 
of the vaccine as well as its ability to induce an 
immune response in the volunteers. The trial will 
take place at Kaiser Permanente Washington 
Health Research Institute in Seattle. 

Despite Empty Grocery Shelves there is no 
Food Shortage in the US. 
From post 3/16/2020 from my nextdoor 
neighborhood group: 

Fry's Stores - Hi everyone … I drive a semi for Fry's 
here in the Phoenix area. I just wanted to let 
everyone know that there's no reason to panic buy 
or hoard any specific items. There is plenty of 
product available and the supply chain is strong … 
that said, the problem is getting it to the stores. 
Volumes at the DC (Distribution Center) are hitting 
levels never before seen and we're struggling to get 
product moved. As of this afternoon the warehouse 
is still nearly a full day behind in deliveries. The 
warehouse crews have been on mandatory 7-day 
work weeks with 14 hour days being put in by all. 
For us drivers the same situation has seen a 
change in Federal regulations regarding trucking. 
Our days have also been extended so we have 
more drive time available and longer on-duty hours. 
We can now be held up to 16 hours with no issues. 
We're working really long days and pulling extra to 
try and get the stores back up to full levels. The 
problem has been that what's coming in can't seem 
to keep up with what's going out. Bear with us, we'll 
get through this … but PLEASE stop buying more 
than you need and/or hoarding. It's making it difficult 
for those who do not have a lot of disposable 
income to stock up as well. It will improve - I have 
the bags under my eyes as evidence.  

Conclusions 
History has shown for those able to weather the 
storm and make unemotional decisions, holding 
on to good long-term investments in a diversified 
portfolio and following your investment plan has 
rewarded investors. 

 

Action Plan Recommendations 
I can discuss client-specific 
recommendations based on 
one’s goals, objectives, and risk 
tolerance. In general, I suggest 
investors have a diversified 

portfolio to include both value and growth 
managers with long-term track records of 
outperformance compared to the category they 
invest in and compared to the risk taken (Alpha vs. 
Beta in investment terms) – not just raw returns.   

While U.S. growth is slowing, the U.S. has 
comparatively stronger economics than most 
other major economies.  U.S. Small-Mid Caps 
often have the potential for faster growth, and 
with so many more smaller companies than large, 
good research can potentially find hidden gems.  
Smaller companies’ stocks are often more volatile 
with less trading volume, but over the long term 
have rewarded investors.   

I avoid “dumb” index funds with no stock selection 
based on individual company outlooks, or similar 
ETF’s (only make sense for traders, not investors). 
For those seeking income or for the more 
conservative allocation in a diversified portfolio, I 
suggest various bond alternatives, without the 
interest rate risk of many bonds at this point in the 
economic cycle. 

Part of our "participate-yet-protect" strategy in a 
growth-oriented portfolio is to have alternative 
investments so that in a significant equity market 
decline when you also need cash, you do not have 
to lock in large losses in a market downturn.  
Markets have always returned to new highs - only 
the timing is uncertain. 

Required Disclosures: 
The S&P 500 is an index of 505 stocks chosen for market size, liquidity and 
industry grouping (among other factors), designed to be a leading indicator 
of U.S. equities, and is meant to reflect the risk/return characteristics of the 
large-cap universe.  The Dow Jones Industrial Average (Dow) is an index 
that tracks 30 large, publicly-owned companies trading on the New York 
Stock Exchange (NYSE) and the NASDAQ.  

Exchange-traded funds are sold only by prospectus. Please consider the investment 

objectives, risks, charges, and expenses carefully before investing.  Exchange-traded 
funds incur trading and commission costs similar to stocks and frequent trading can 
negate the lower cost structure of an ETF.  The prospectus contains this and other 
information about the investment company, can be obtained from your financial 
professional at 602-955-7500. Be sure to read the prospectus carefully before deciding 
whether to invest. 

Past performance does not assure future results. There is no assurance that 
objectives will be met. Investments in securities do not offer a fixed rate of 
return. Principal, yield, and/or share price will fluctuate with changes in 
market conditions, and when sold or redeemed, you may receive more or 
less than originally invested.  No system or financial planning strategy can 
guarantee future results. Additional risks are associated with international 
investing, such as currency fluctuations, political and economic stability, and 
differences in accounting standards. Investments that emphasize smaller 
companies may experience greater price volatility. 



  

The views and opinions expressed are as of the date of the report and are 
subject to change at any time based on market or other conditions. The 
material contained herein is for informational purposes only and should not 
be construed as investment advice, since recommendations will vary based 
on the client's goals and objectives. Information is believed to be from 
reliable sources; however, no representation is made as to its accuracy. 
Hutchison Investment Advisors, Inc. is an Arizona registered investment 
advisor. Part II of Form ADV (Disclosure Statement) has been given to 
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