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This Too Shall Pass
Our team has had countless conversations with clients over the last week, helping them navigate through the almost
17% sell-off in the S&P 500. But as many followed our de-risking guidance, most found themselves in a better
position than they had feared.
We wrote about this type of exogenous threat associated with COVID-19 at the end of January in “The Punch You
Don’t See Coming.” Therein, we pointed to the notion that the average return for the S&P 500 six-months following
the first occurrence of prior outbreaks (MERZ, Swine Flu, Ebola, Avian Flu) was 8.5%, while the average return of the
S&P 500 twelve months out was an impressive 14.2%. But we also noted that most other outbreaks occurred during
the middle of an economic expansion or closer to a trough, and not at the height of market valuations, as COVID-19
has. As we also point out in our March 2, 2020 note entitled, “Fashionably Late Or Dimwittedly Early?” while markets
are selling off, we have yet to witness the type of societal and market panic seen in prior dislocations. For example,
post the Lehman melt-down in 2008, money market funds were worth less than $1. And following the 9/11 terrorist
attacks, air travel was shut down, and anthrax letters were sent to NBC news anchors. But we now see similar panic.
Following a 27% pull-back from
its all-time high, and a 23% selloff YTD, the S&P 500 currently
trades at forward earnings
multiple of 14.0x, versus the
long-term average of 16.4x
dating back to 1997 (dot-com
bubble) and 15.4x back to
2001 (9/11). Still, we would
rather be late to a great party
then early to a dud, so we
anxiously await “whatever it
takes” policy and stimulus
initiatives by the Administration
and Congress, as well as
economic data that will be
printed over the next week.

This Too Sall Pass | S&P Moves Following Prior Dislocation Events
Dislocation Event
Fall of France
Attack on Pearl Harbor
Outbreak of Korean War
Eisenhower heart attack
Cuban Missile Crisis
Kennedy Assassination
US attacks Cambodia
Nixon resigns
1987 market crash
Gulf War
Gorbachev coup
Collapse of LTCM
September 11 terrorist attacks
US invades Iraq
Collapse of Lehman Brothers
US debt downgraded by S&P
2016 BREXIT

Start
5/9/40
12/6/41
6/26/50
9/23/55
8/23/62
11/21/63
4/29/70
8/9/74
10/2/87
12/17/90
8/16/91
8/28/98
9/10/01
3/1/03
9/5/08
8/5/11
6/23/16

End
6/22/40
12/10/41
7/13/50
9/26/55
10/23/62
11/22/63
5/26/70
8/29/74
10/19/87
1/16/91
8/19/91
9/9/98
9/21/01
3/31/03
11/20/08
10/3/11
6/27/16

Percentage Change in S&P 500
During +1M
+1Y
+5Y +10Y
-18.2% 3.1%
5.2% 15.9% 13.2%
-6.9% 4.5% 16.0% 18.1% 17.1%
-11.1% 9.5% 42.0% 27.6% 11.6%
-6.6% 1.0% 11.8% 8.5% 11.0%
-9.9% 15.5% 41.1% 15.8% 7.0%
-2.8% 7.0% 27.8% 12.4% 9.3%
-15.0% 6.4% 49.0% 9.3% 14.6%
-13.4% -6.8% 30.6% 14.6% 18.9%
-31.5% 7.1% 27.9% 17.0% 18.0%
-2.8% 17.2% 36.6% 17.3% 14.3%
-2.3% 3.2% 14.5% 15.2% 3.7%
-2.0% -2.0% 35.8% 1.8% 3.9%
-11.6% 11.3% -11.1% 8.3% 8.5%
-2.1% 8.2% 35.1% 11.3% 15.8%
-39.1% 18.3% 48.8% 21.5%
NA
-8.0% 14.9% 35.0% 17.0%
NA
-5.3% 8.5% 23.5% NA
NA

But to put the recent sell-off in
context, we have presented the
Average
-11.1% 7.5% 27.6% 14.5% 11.9%
corresponding move in the S&P
Source: FactSet, Putnam and NEPCG
500 over one-month, one-year,
five-year and ten-year periods, following previous dislocation events. While we expect a significant amount of volatility
over the next 12-18 months, we are starting to feel that most of COVID-19 risk is priced into the market. The rub,
however in our view, is the potential knock-on impact on the economy leading into the belly of the election cycle?
News and media reports suggest we could be four weeks behind Europe in terms of COVID-19 transmission, and
Europe could be about four weeks behind China. While we believe there is a light at the end of the tunnel, at this
point, the causes of the current market dislocation has not been fully brought to bear. While we think we are close, we
need some more time before we can sound an all-clear whistle. We’d love to hear your 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.
2020-96891 Exp. 6/20.
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