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We try to avoid cliches, but often a picture really is 

worth a thousand words. Here, our goal is to distill a 

timely market topic into just a few words and a chart. 

                March 3, 2020 

ON THE FED’S RARE AND HISTORIC ACTION 

In an unscheduled emergency meeting Tuesday, the Federal Reserve decided to cut interest rates by 0.50% in response 

to the coronavirus epidemic. While this won’t stop the spread, Federal Reserve Chair Jerome Powell believes the action 

will provide a meaningful boost to the economy, and, critically, before weakness begins to show up on American shores.   

In a way, it is both comforting and alarming that the Fed chose to take this action. A past critique of the Federal Reserve 

has been its lack of speed – that is, it has been caught flatfooted by rapidly shifting markets. Powell has remedied that. But 

looking at the history of emergency rate cuts will not ease fears. Since 2000, only the dot-com bubble, 9/11, and ‘08 Crisis 

have warranted such action. Virus fears are genuine, and top policy officials are clearly worried about the US economy. 

 

So what does this mean? For our economy, lower rates are meant to stimulate activity. If firms can borrow cheaply, it will 

hopefully allow them to continue growing, hiring, and building amid supply chain issues and disruptions. Or at the very least, 

make it easier to keep the lights on. For consumers, borrowing also gets cheaper. Reasonable mortgages, credit cards, and 

auto loans are key drivers of consumption; refinancing one’s home may just free up cash to spend at a restaurant or mall.  

Ultimately, investor actions should not be influenced by a central bank decision. Predicting where interest rates are going 

is incredibly difficult (if not impossible). Still, persistently low rates can pose a challenge to savers, as anyone who has 

owned bonds or CDs in the last decade can attest to. While we are hopeful that quick and decisive Fed action will stem the 

economic impact of the coronavirus, it is likely that volatility will remain elevated in the near-term. That is why in these fast-

moving markets, we strongly recommend you connect with your Baird Financial Advisor. 
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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.   

 

 

 

 

 


