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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. 

                   May 2020 

AS THE ECONOMY REOPENS, CONSUMER BEHAVIOR TAKES CENTER STAGE 

In 2019, American households spent $13.3 trillion, or ~70% of US GDP. It is no understatement to say that, thanks to our 

large middle class and high level of relative wealth, the American consumer drives the US (and to an extent, the world) 

economy. But what happens when that consumption machine is turned off, say, to stop the spread of a lethal virus? 

The results are predictably devastating – historic job loss, plummeting GDP, etc. As stated in a recent Barron’s article, “Past 

recessions have typically started elsewhere…and then bled into the consumer as job losses piled up. But consumers are 

on the front lines of this downturn, and the sectors dependent on their spending…have been among the most battered.”  

 

Further, while stay-at-home orders formalized the pandemic response, most people had begun significantly altering their 

behavior far earlier. So as we reopen portions of our economy, the biggest question surrounds how individuals choose to 

respond. To misquote Field of Dreams, “If you build it, will they come?” We have made tremendous progress in a short time, 

but we still have no vaccine and no game-changing treatment. To reiterate, the most pressing questions remain: 

Will consumers feel safe enough to resume normal behavior, and what does normal look like post-coronavirus? 

This question is critical because, thanks to gov’t stimulus, Americans are doing ok monetarily (for now). Analysis by Goldman 

Sachs fascinatingly forecast that “disposable personal income is likely to register slightly positive growth this year despite…a 

(roughly) 25% unemployment rate.” Amazingly, we could have Great Depression-level job loss BUT more money in the 

average wallet. These are the legs a bullish case stands on, but what will the consumer do when presented the chance? 

So far, data is mixed. Air travel and restaurant traffic have barely begun to tick higher, but it’s early. Anecdotally, Shanghai 

Disney sold out its soft reopening in seconds, and Royal Caribbean stated 2021 cruise bookings were ”within historical 

ranges”. Housing has been resilient. But the downside is obvious – virus flareups (like in South Korea this weekend) will 

crush consumer confidence and further spread fear. This tight rope act will keep markets on edge until a health solution 

is available. As always, your Baird Financial Advisor is here to help craft a plan to prepare for the volatility ahead. 
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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.   

 

 

 

 


