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Keep Calm And Carry On
Easier said than done. Especially given the recent headlines from both an economic perspective and medical
standpoint. As a parent of three college-aged children and one-half of a dual-income family, my wife said it best on
Thursday, “I can’t believe it’s already been three weeks,” as each of us has our own “home-office” space to listen to
lectures or talk to clients. Still, minutes pass like seconds, and days seem like hours. It’s like Groundhog Day, every day.
And yet local and federal government officials are warning in the next 14 to 21 days, many U.S. cities will be dealing
with the apex of the COVID-19 pandemic. Recent data supplied by the CDC indicated that there are now over 213,000
confirmed cases (Thursday, April 2, 2020) in the U.S., resulting in over 4,500 deaths. This data implies a mortality rate
of over 2%, which in itself is a terrible realization, given the pace at which COVID-19 is spreading. However, it is our
anecdotal belief that there are significantly more individuals that are either asymptomatic or cases that have either
gone untested and/or have recovered. Now, media outlets are floating the near-term potential development of
serology tests. As a result, this could provide a psychological panacea for much of the economic headwinds we are
currently encountering. Knowing who was/is infected would go a long way to getting our country back on-line, visiting
their local restaurant, or shopping in the favorite store.
From a market perspective, while volatility reached staggering levels last week, it has been encouraging and on the
retreat in recent days. All this despite the recent jobs print from the BLS (-700k in March), as well as the addition of 6.7
million initial unemployment claims. And while economic data may get much worse before it improves, recent data
(durable goods, manufacturing PMI, Richmond Fed, new home sales, leading economic indicators) has been better
than feared. In our opinion, this suggests that the economy through February may have been on stronger footing than
our more bearish assessment.
From an asset allocation perspective, we are having increased conversations with clients regarding the benefits of
active allocation and active management in portfolio construction. We believe there should be a balance between
more expensive active management, and more cost-effective passive investing, especially leading into inflection
points. We continue to suggest that a market bottom is a process, not a price. But we are becoming more
optimistic and constructive that as capital markets brace for the apex of a medical crisis, that the makings of a
bottom is forming.
While equities may very well test their lows, the dislocation (freezing) within the fixed-income market from two weeks
ago, seems to be settling down. Municipal bonds have done their job, even amidst unprecedented volatility of their
own. The once seemingly paltry total returns (yield to maturity) in the 1.5-3.0% range, now seems like a windfall to an
S&P 500 that is down roughly 22% YTD. Cash value has also provided clients a “sleep-well” at night dynamic to
portfolios, which many clients now appreciate. But income investors need to remember to eat what they kill, and that
while asset values may be volatile, if dividends remain intact and companies don’t evaporate, investment-grade yields
should endure.
Also, equity investors (like their fixed-income brethren) should try to see around corners. As we suggested a couple of
weeks back, in our note, "This Too Shall Pass," we need to prepare for the other side of a flattening pandemic curve in
terms of equity allocations, as well as sector and style mandates. We believe the rebound in equities will be more
V-like, while the economy will be more U-like. The economic consequences of the COVID-19 pandemic are
inescapable, and maybe initially more profound than many predict. However, we believe when the economy begins to
recover, it will do so at a rate as unprecedented as the decline. Hair will need to be cut, and teeth will require cleaning,
and cavities filled. Bathing suits will need to be purchased, and self-quarantined families will be looking for get-away,
even for only a day. While some business will cease to exist, others will form, and yet others will evolve.
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Finally, believe in history. As we illustrate herein, there have been very few periods where it took longer than 3-4 years
for the equity market not only to recover, but provide equity investors with a positive 5-year rolling total return, with
the large exception of the Great Depression.
And while many clients are concerned that the current crisis rivals the Great Depression, we believe there are many
differences. For one, the 1929 crash was caused in part by the failure of the banking system, resulting in a run on bank
deposits. There was also significant market speculation in the year leading up to the crash (in no way similar to 2019)
leading to an increase in interest rates. In contrast, the Federal Reserve began cutting rates back in mid-2019, and
together with the Treasury, has evolved quantitative easing (injecting capital into the monetary system through
purchasing assets) to support several different sectors and facets of the economy. But like the pandemic itself, we
cannot say definitively, this time it is different. Until then, please keep calm and carry on. You are in our thoughts!
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Disclosure: The information in this publication and references to specific securities, asset classes and financial markets are provided for illustrative purposes and
do not constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor does they constitute an endorsement with respect to any investment
area or vehicle. This material serves to provide general information to clients and is not meant to be legal or tax advice for any particular investor, which can only
be provided by qualified tax and legal counsel. Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not
guaranteed. Investment products (other than deposit products) referenced in this material are not insured by the FDIC (or any other state or federal agency),
are not deposits of or guaranteed by Northeast Private Client Group, and are subject to investment risk, including the loss of principal amount invested. Portfolios
are subject to investment risks, including possible loss of the principal amount invested. In addition, foreign investments may be less liquid, more volatile and less
subject to governmental supervision than in the United States. The values of foreign securities can be affected by changes in currency rates, application of foreign
tax laws, changes in governmental administration and economic and monetary policy. Investors should consider the investment objectives, risks, charges, and
expenses of ETFs carefully before investing. This and other information are contained in the fund’s prospectus, which may be obtained from your investment
professional. Please read it before you invest. Investments in ETFs are subject to risk, including possible loss of the principal amount invested. This information
is being provided to current Northeast Private Client Group clients and should not be further distributed without Northeast Private Client Group’s approval.
S&P 500 Index is a market index generally considered representative of the stock market as a whole. The index focuses on the large-cap segment of the U.S.
equities market. Dow Jones Industrial Average is a widely used indicator of the overall condition of the stock market, a price-weighted average of 30 actively
traded blue chip stocks, primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 Index measures the performance
of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms of market capitalization. NASDAQ Composite Index is a
market value-weighted index that measures all NASDAQ domestic and non-U.S. based common stocks listed on the NASDAQ stock market. Each company's
security affects the index in proportion to its market value This commentary contains forward-looking statements and projections. Actual results may differ from
current expectations based on a number of factors including but not limited to changing market conditions, leverage and underlying asset performance.
Northeast Private Client Group makes no representation or warranty, express or implied that this information shall be relied upon as a promise or representation
regarding past or future performance. This material contains the current opinions of the author but not necessarily those of Guardian or its subsidiaries and such
opinions are subject to change without notice. Past performance is not a guarantee of future results. Indices are unmanaged, and one cannot invest directly in an
index. Data and rates used were indicative of market conditions as of the date shown. Opinions, estimates, forecasts, and statements of financial market trends
are based on current market conditions and are subject to change without notice. Securities products and advisory services offered through Park Avenue
Securities LLC (PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road Suite 405, Melville, NY 11747, 631-589-5400. PAS is a wholly-owned subsidiary of The
Guardian Life Insurance Company of America® (Guardian), New York, NY. Northeast Private Client Group is not an affiliate or subsidiary of PAS or Guardian.
2020-98403 Exp. 7/20.
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