
 
 

 

April 1, 2020 

Investor Update 

 

As we are in the midst of a very difficult health and economic crisis, we would like to open this letter by first 

hoping that everyone is doing well both physically and emotionally.  Being right near the epicenter of the 

outbreak in the United States we are doing what we can to not only be stewards of your financial capital but 

also to support members of the community.  We have partnered with local businesses to supply food to first 

responders, healthcare workers, and families in need.  Additionally, we have been working with different 

professionals in the wellness/stress mitigation fields and are more than willing to share these resources with 

clients and prospects as needed.   

 

On the markets front, we have experienced years’ worth of gains and losses in just a few short weeks.  While 

we have been stressing caution for several months, the magnitude and speed of the downturn was more than we 

could have anticipated.  In fact, this was a crash that brought down almost everything as hedge funds and large 

traders were forced to liquidate positions in order to reduce borrowing and meet redemptions.  In fact, 

diversification did very little for investors in March as even usually safe municipal bonds lost over 13% in a 

matter of days as shown below.   

 

 
 

As March brought down all assets, it left a very familiar taste in our mouths reminding us of October 2008.  In 

2008, the Lehman Brothers crash set off a cascade of selling that brought every asset down with it.  While the 

cause is different this time, it does offer a play book for what to expect moving forward.  Below is a chart of the 

moves in 2008 that saw -32%, +18%, -25%, +24%, -27% within a 5 month span.     



 
 

Interestingly, if you look at the last few months in the market as shown below, we have a similar -34% followed 

by a +18% move.  We expect, that there could be something similar to 2008 but even if we do not see the 

complete downward magnitude, we do not expect to see a sustained recovery in stocks in the near future.   

 

 
 



 

It is our view that the shock crash has happened and that most of the health crisis is priced into the stock market 

at this time.  This can be shown by similar spikes in volatility in 2008 and 2020 as shown below.  What is 

interesting is that in 2008 even though prices did not bottom until March 2009, volatility peaked in November 

and moved significantly lower to March.   

 

 
 

The 2020 volatility chart below shows a similar move that peaked around the same 80 level as 2008.  We expect 

that volatility will slowly come down as the market finds its eventual bottom.  This reduction in volatility 

should mean that some very select stocks, bonds, commodities have already bottomed even if the overall market 

has not.   

 



Given some market context from 2008 we are of the opinion that the shock crash has taken place in March in 

which all assets move lower.  While everyone will continue to pay attention to the virus statistics, the majority 

of this is priced in already.  We expect that going forward, the next leg down will be more in part due to 

lingering economic problems and also valuations as investors finally get an idea of what corporate earnings are 

going to look like.  Fundamental pricing should take longer to filter through as some different companies report 

and give guidance.  This will lead to a slower decline into the real bottom as investors start being able to assess 

the damage.  This is also why you can have lower prices with lower volatility.  For the time being, the market 

will remain tradeable, with larger than normal up and down swings while still not quite long term investable yet.  

Eventually, this will pass and lead to a fantastic buying opportunity as many companies have already lost 

greater than 50% of their value and will provide big upside moves.  As an active investor we were putting cash 

to work during the panic selling of March and then raising cash again as markets recovered into the end of the 

month.  Patience, discipline, and the ability to take profits quickly will be important for the next few months 

until this bear market/recession runs its course.   

 

If you have any questions or would like some more in depth analysis, please contact me at 908-376-3041 or via 

email at markpainter@everguidefinancial.com. 

 

Sincerely, 

 

 
 

Mark R. Painter, CFA 


