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THE SOONER THE CRISIS IS ADDRESSED, THE MORE QUICKLY MARKETS CAN BOTTOM   

We received a number of inquiries from clients last night regarding our thoughts on the wisdom of the Fed’s decision to cut 
the Fed Funds rate to zero and to start a new $700 billion QE program, $500 billion in Treasury purchases and $200 billion 
in mortgages.  

We have not been fans of QE forever, “financial repression,” or negative interest rates, believing they do more harm than 
good over the long term. Still, one must recognize that, at a certain point, central banks are no longer in control. As of Friday, 
the entire yield curve was below the Fed Funds rate and the discount rate. That was an implicit tightening on the part of the 
Fed. Because financial conditions had tightened so meaningfully, we believe the Fed had no real choice but to do what they 
did last night. We can’t say this will “work” in the short term but we can say that this should mitigate the pain of the 
deflationary shock of the coronavirus. To be frank, there is very little the federal government or the Fed can do now 
aside from providing the economy with ample liquidity.  

The good news is that, going into this crisis, there were few concerns about solvency in the broader economy. We argue 
that, at least as of now, that is still the case. What the Fed and the Administration are trying to do is provide, in essence, a 
bridge loan so that a liquidity crisis doesn’t become a solvency issue. It is, naturally, a supreme conceit to second guess 
the Fed or the Administration without being in the room. As John Kenneth Galbraith once said, “there are two types of 
economists, those that don’t know and those that don’t know they don’t know.” We know we don’t know but we think the 
quicker there is confidence that the health crisis is being addressed properly, the more quickly the economy and the markets 
can bottom. We also know that market timing is often a fools’ errand, as the charts below indicate. In the last three days, 
policymakers have made it clear that they are willing to do whatever it takes.  
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Strategas Securities is a leading institutional brokerage firm focused on providing macro research, 
advisory, and capital market services to institutional debt and equity investors and corporate 
executives around the world. In January 2018 Strategas became a wholly-owned subsidiary of Baird. 

 
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. 

 

 

 

 

 

 


