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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. 

                   April 2020 

ON THE HISTORIC UNCERTAINTY ROILING MARKETS 

Over the last two months, the stock market fell 34% and then rallied 27%, all while a viral pandemic enveloped the globe. It 

experienced the fastest all-time high to bear market ever, its fear index (aka the volatility index or VIX) closed at an all-time 

high. Oil crashed 55% in two weeks. To put it gently, the market looked at the state of the world, and it puked all over itself. 

But why? As much as the pandemic itself, the catalyst that caused markets to capitulate so violently was the unparalleled 

uncertainty. For a time, our future was less than hazy, it was downright unknowable. Below we display the US Economic 

Policy Uncertainty Index, a reading created specifically to measure uncertainty. And after 35 years of existence, it recently 

shot to all-time highs. The cliché that markets despise uncertainty is as old as markets themselves, but boy does it hold up.  

 
The genius investor Howard Marks probably put it best: “Whereas the future is always uncertain, today the uncertainty is 

much greater than usual: the probability distribution governing future events is much wider and the tails much fatter. In fact 

there are potential negatives (and perhaps positives) that few living people have faced before.” With risk, the future 

remains unknown but the range of possible outcomes is identifiable. Facing true uncertainty, even that is nearly unknowable. 

Put another way: risk is measurable uncertainty; uncertainty is unmeasurable risk. Last month, the worst-case scenario for 

this pandemic was unimaginable – Tens of millions dead? Nationwide bankruptcies? A world that never returns to normal?  

Today, many of those tail-risk scenarios are off the table. Risk and uncertainty persist – in fact, markets depend on it – but 

the range of outcomes feels more within our grasp. The S&P 500 responded by rising 25% in three weeks; If markets hate 

uncertainty, they sure love when it goes away. And while elevated uncertainty can boost volatility to frightening levels (as 

we’ve seen all too well), it also offers great opportunity to look your investing self in the mirror. Is my risk tolerance accurate? 

Is my asset allocation appropriate? Is my financial plan uncertainty proof? The best time for these questions was before 

this all began, but the next best time is today. And as always, a Baird Financial Advisor stands by ready to help. 

In the Markets Now 
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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.   

 

 

 

 

 


