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“Application Avalanche” 
Key Takeaways 
• The virus has continued to infect people, markets, and the global economy. 
• Government measures to stem the spread of the virus have severely impacted pockets of the economy; with 

startling data emerging, the question of a true prolonged recession remains. 
• Monetary and fiscal stimulus have provided some relief; but now the world awaits a “flattening” of the curve 

or a cure. 
 

Clients, 

As days pass by we are learning more and more about COVID-19 and its potential impacts at home and abroad; but 
questions continue to outnumber the answers at this stage. Each day contains a month’s worth of news, and it’s 
hard to believe that a little over a month ago the U.S. stock market was at all-time highs and many Americans were 
preparing for their spring break trips. 

The number of new cases has continued to rise outside of mainland China, and as we write this the United States 
has now eclipsed the rest of the world with the most confirmed cases. Rising cases has prompted most countries to 
embrace ever-stricter containment efforts. Presently, all eyes remain on sources reporting new infections, 
fatalities, and recoveries. Countries such as Italy and Spain seem to be farther along in the “virus cycle”, and Italy 
has shown some promise in terms of a possible peak in new infections. 

Below is a visual illustrating new infections and where each country resides in the “virus cycle”: 
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Government measures taken to stem the viral spread have severely impaired near and intermediate-term business 
prospects. As a result of the social distancing taking place across the U.S., the services sector—restaurants, hotels, 
movie theaters and tourist sites—is bearing most of the brunt.  

Data from a booking app supporting thousands of restaurants in the United States, Germany, UK and other 
countries, show the number of people eating out is essentially zero. Furthermore, the number of people using 
public transit—a proxy for economic activity—has collapsed.1 

The magnitude of the economic devastation taking place was laid bare on Thursday when the government 
reported what seemed like a typo in jobless benefits. Close to 3.3 million people filed for unemployment insurance 
last week, more than quadruple the previous high in 1982. This has truly been an application avalanche, and we 
expect more outlier economic data will present itself in the weeks to come. 

 

Meanwhile, the stock market has experienced one of the swiftest moves from all-time highs to a bear market in 
history—outpacing the move in 1929. Central banks around the world have started to unveil measures to help ease 
stress on the market, and the U.S. is in the process of passing a fiscal stimulus package worth nearly $2 trillion (9.5% of 
GDP). In terms of comparing the magnitude of fiscal response, the stimulus package after the Global Financial Crisis was 
around $800 billion (5.5% of GDP).2 

Quick summary of what is in the package: 

• $377bn (1.8% of GDP) to provide affected businesses with loans that they will not need to repay if the proceeds 
are used to pay wages or other necessities; 

• $500bn (2.4% of GDP) in capital for loans and loan guarantees, including $454bn that the Treasury may use to 
backstop Fed facilities to provide business credit; 

• $250bn (1.2% of GDP) in payments to individuals ($1200 per adult, $500 per child); 
• $250bn (1.2% of GDP) in expanded unemployment insurance; 
• $150bn (0.7% of GDP) in fiscal aid to states ; and 
• $340bn (1.6% of GDP) in federal spending, of which $130bn is direct to hospitals and health care efforts. 

 
While we believe the fiscal and monetary stimulus has certainly bought our economy time, second and third order 
effects remain elusive for now. So, should we already be in a recession, how would this environment parallel the 
past? 
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The National Bureau of Economic Research (NBER) dates recessions after the fact, but if we assume a recession 
started at the beginning of the month, here is how the market reaction would stack up compared to all post-WWII 
bear markets that coincided with a recession: 

 
Source: Charles Schwab, Bloomberg, National Bureau of Economic Research.  Bear market defined as 20% or greater drop in S&P 500.  “Near” bear market defined 
declines of more than 19% but less than 20%. *3/24/2000–10/9/2002 is generally considered one long bear market (-49.1%), but there were two 20% rallies within 
that span. 10/9/2007–3/9/2009 is generally considered one long bear market (-56.8%), but there was one 20% rally within that span. **Does not denote end date. 
Current bear market is thru 3/20/2020. 

Glancing at the current market decline, you can see the drawdown was right in line with the average. The speed 
and magnitude of the market drawdown is reminiscent of the Crash of 1987 and the economic impact is resonant 
of the Global Financial Crisis (2007-2009). But despite the differences of these setbacks, the market has trended 
higher and managed to find new highs each time. 

The question now, being early in a market correction, is whether the sharp decline in near-term activity will be 
followed by an equally sharp recovery. The difference between a sharp recovery versus a slower recovery could 
depend on three developments: 1) whether the virus can be contained quickly; 2) whether companies, both large 
and small, have access to enough capital and liquidity to last throughout the quarantine; and 3) whether fiscal 
stimulus will act quickly enough to stabilize economic outlooks. 

Progress made surrounding these developments will emerge over time, and we at Nova R Wealth are keeping a 
close watch. In the near team we expect heightened volatility to continue in both directions until an improvement 
in the trajectory of the virus materializes. 

 

Please feel free to reach out with any questions, 

 

Nova R Wealth Team 

 
 
1 Bloomberg; Global Insight: Hard Stop Is a Go 
2 Goldman Sachs; US Morning Update 
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IMPORTANT DISCLAIMERS AND DISCLOSURES 

General Disclosures: Nova R Wealth, Inc. (“Nova R”) is a registered investment advisor with the U.S. Securities and Exchange Commission. Nova R provides 
investment advisory and related services for clients nationally. The information provided is for your confidential use only. All information has been obtained 
from sources believed to be reliable, but its accuracy is not guaranteed.   

This presentation is for illustrative purposes only. Past performance is not indicative of future results. The information contained in this presentation has 
been gathered from sources we believe to be reliable, but we do not guarantee the accuracy or completeness of such information, and we assume no liability 
for damages resulting from or arising out of the use of such information.   

The performance numbers displayed herein may have been adversely or favorably impacted by events and economic conditions that will not prevail in the 
future. The index is unmanaged and does not incur management fees, transaction costs or other expenses associated with investable products. It is not 
possible to directly invest in an index. All returns reflect the reinvestment of dividends and other income.  

Historical performance results for investment indices and/or product benchmarks have been provided for general comparison purposes only, and do not 
include the charges that might be incurred in an actual portfolio, such as transaction and/or custodial charges, investment management fees, or the impact of 
taxes, the incurrence of which would have the effect of decreasing historical performance results. It should not be assumed that your account holdings 
correspond directly to any comparative indices.  

The views expressed in the referenced materials are subject to change based on market and other conditions. This document may contain certain statements 
that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance and actual results or 
developments may differ materially from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should not 
be construed as indicative of actual events that will occur. The information provided herein does not constitute investment advice and is not a solicitation to 
buy or sell securities.  

This content may not be modified, distributed or otherwise provided in whole or in part to a prospective investor or someone considering investing in the 
portfolio models without the express authorization of the party delivering the presentation. Please note that nothing in this content should be construed as an 
offer to sell or the solicitation of an offer to purchase an interest in any security or separate account. Nothing is intended to be, and you should not consider 
anything to be direct investment, accounting, tax or legal advice to any one investor. Consult with an accountant or attorney regarding individual accounting, 
tax or legal advice. No advice may be rendered, unless a client service agreement is in place.  

This material is proprietary and may not be reproduced, transferred, or distributed in any form without prior written permission from Nova R Wealth, who 
reserve the right at any time and without notice to change, amend, or cease publication of the information contained herein. This material has been prepared 
solely for informative purposes. The information contained herein includes information that has been obtained from third-party sources and has not been 
independently verified. It is made available on an "as is" basis without warranty. Strategies and investment programs described in this presentation are 
provided for educational purposes only and are not necessarily indicative of securities offered for sale or private placement offerings available to any investor. 

 


