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How will the COVID recovery compare to the
Global Financial Crisis Recovery?
Comparing the recoveries of the global financial crisis and the pandemic recession is like comparing the tortoise and the
hare: The aftermath of the former was slow and steady, while the latter should experience a burst of speed ahead. The
difference in the potential strength and speed of recovery can be attributed to three factors:

SUPPLY VS. DEMAND-DRIVEN RECESSION
The global financial crisis was a demand-driven recession, in which housing and financial market excesses led
the economy to overheat and collapse, destroying demand, growth, and employment in the years that followed.
The COVID recession shocked a healthy economy in which demand was still strong, but supply was then reduced
(e.g., activity or capacity restrictions). Once that supply returns (activity normalizes in a post-vaccination world),
pent-up demand can be realized.

GOODS VS. SERVICES
After the global financial crisis, consumers weren’t purchasing big-ticket items like homes or cars. They were,
however, still using services. This time around, consumers shifted their spending online, housing boomed, and auto
sales recovered quickly. Consumption of goods is now above pre-pandemic levels, while services are still down.
Because consumption of services is double that of goods, and services dominate employment, this has been a
particular challenge in the pandemic. However, there should be a significant tailwind in services post-pandemic.

FISCAL AND MONETARY POLICY SUPPORT
Policy support was swifter and much greater this time around. While in both cases, the Federal Reserve (Fed)
cut rates to zero almost immediately, credit was tight after the global financial crisis, while lending and access to
credit remained robust throughout the pandemic. Also, this round of quantitative easing (QE4) is now larger than
QE1-QE3 combined, almost doubling the Fed’s balance sheet.

Meanwhile, the federal government passed the CARES Act and three smaller bills to the tune of $2.4 trillion USD
to support households and businesses. This was supplemented by a $900 billion USD fiscal package passed in
late December 2020, and then further augmented by a $1.9 trillion pandemic relief package. With a total price
tag of $5.2 trillion USD and 25% of 2020 nominal GDP, this dwarfs the $831 billion USD American Recovery and
Reinvestment Act of 2009, which was just 5.8% of 2009 nominal GDP.

From an investment standpoint, massive policy support propelled one of the fastest market recoveries on record. This
improving backdrop should support markets in the months ahead.

Impact of Being Out of the Market
During periods of extreme market declines, a natural emotional reaction can be to “take control” by selling out of the market
and seeking safety in cash. This is due to loss aversion, or the fact that losses hurt more than gains feel good. The results
of this action can be devastating because during periods of market volatility, the best days are likely to occur close to the
worst days. This chart compares an individual who was fully invested for the past 20 years in the S&P 500 to investors who
missed some of the best days because of being out of the market for a period. Missing the top 10 best days will more than
halve the annualized return, while missing the top 30 days will result in a negative annualized return on the original $10,000
investment. Staying the course with a diversified long-term investment strategy may produce a better retirement outcome.

Calling all
TinCaps Fans!

Dekko Investment Services has four season tickets for the Fort Wayne TinCaps that
we enjoy sharing with our clients and friends. If you would like to go to a game, give
us a call at (260) 347-2265 with the date that you’d like. If that date is still available,
the four tickets are yours! You can view the Fort Wayne TinCaps schedule online at
www.tincaps.com.

Wishing you a healthy
and profitable summer!
Erica Dekko LPL Financial Planner
Alisha Norris LPL Registered Sales Assistant
Elizabeth Pilnock LPL Registered Sales Assistant
Jacquelyn Walkup Sales Assistant
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The opinions voiced in this material are for general information only and are not intended to provide specific
advice or recommendations for any individual. To determine which investment(s) may be appropriate for you,
consult your financial advisor prior to investing. All performance reference is historical and is no guarantee of
future results. All indices are unmanaged and cannot be invested into directly. Unmanaged index returns do
not reflect fees, expenses, or sales charges. Index performance is not indicative of the performance of any
investment. Past performance is no guarantee of future results.
The economic forecasts set forth in the presentation may not develop as predicted and there can be no
guarantee that strategies promoted will be successful.
Stock investing involves risk including loss of principal.
The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to measure
performance of the broad domestic economy through changes in the aggregate market value of 500 stocks
representing all major industries.
Portions of this newsletter have been prepared by JPMorgan Funds.

Securities and Advisory offered through LPL Financial, a Registered Investment Advisor. Member FINRA/SIPC.
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