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The volatility of the last few months has been nearly 

unprecedented. Here, we aim to recap the action and 

provide some perspective to investors. 

                      June 2020 

ACTIONS INVESTORS CAN TAKE FOLLOWING A HISTORIC RALLY 

What a strange few months this has been. The S&P 500 recently crossed back above 3,000, capping a rip-roaring ~40% 

rally off of the March 23rd lows. Meanwhile, forty million have filed for unemployment, oil prices went negative, and economic 

activity is still a fraction of what it once was. While we have discussed the difference between the stock market and the 

economy before, the divide remains as stark as ever.  

This has led many to conclude that the stock market is overvalued (or outright irrational) and due for a pullback. At the very 

least, a sound case could be made that the market is not cheap. As profits have dried up alongside the pandemic lockdowns, 

the market’s forward P/E multiple (S&P price divided by its next year’s total earnings) has spiked to levels not seen in years.  

We don’t know where the market will head next, but if it were to head lower from here, what would be some actions you 

could take today in preparation? 

1. Rotate into higher quality, more defensive companies and sectors – Since March 23, lower quality, 

more cyclical areas outperformed as reopening efforts, stimulus legislation, and vaccine/treatment progress 

have led investors to conclude the ultimate pandemic damage will be better-than-feared. Rotating into 

higher quality and/or defensive sectors like Healthcare, Consumer Staples, and Technology (which 

outperformed in the initial selloff) could be prudent. 

 

2. Consider adding more defensive asset classes - Diversification and asset allocation are the most critical 

instruments in the investor's toolkit. Rebalancing into high quality fixed income lowers a portfolio’s risk and 

offers an uncorrelated asset class for times of stress; Treasuries outperformed stocks by ~40% from the 

market high to low. Further, small allocations to safe havens like Gold can add diversification benefits over 

the long haul. 

 

3. Reevaluate your risk tolerance – The stock market recently fell 34% in just one month, marking the fastest 

all-time high to bear market in a century, while volatility literally hit unprecedented levels. If the last three 

months have felt overwhelming and stress-inducing, this is a perfect time to reassess what your appropriate 

risk tolerance actually is. Bear markets rarely snap back this fast or aggressively, so take this time to 

consider if the volatility is worth the stress – there is more than one path to financial success. 

I’ll reiterate – we do not know where the market is heading next. We are facing a long recovery from a truly unprecedented 

event and economic uncertainty is extremely high. But that is why your Baird Financial Advisor is available and at the ready. 

They are proficient in asset allocation, financial planning, portfolio management, and more – all skills needed to balance the 

risks and rewards ahead, and get you on the path to fulfilling your financial goals. 
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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.  

 

Strategas Asset Management, LLC and Strategas Securities, LLC are affiliated with Robert W. Baird & Co. Incorporated, a 

broker-dealer and FINRA member firm, although the firms conduct separate and distinct businesses. 

 

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.   

 

 

 

 

 


