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I want to start this letter by first expressing our sincere wishes for the health and safety 
of you and your family. Our greatest asset is the loyalty of our clients, and we are 
working extremely hard every day making sure your needs are met in this difficult time.  

It was in our January letter that I first mentioned the coronavirus but at the time it 
seemed to be contained to China. In February we cited the spread to other countries 
and markets and the global economy started to respond, but it was in March when it 
became literally life changing for the entire world. As I write this letter from my home 
and you likely read it from yours, we are all seeing first hand both the health impact of 
this virus spread and the economic damage as a result of our efforts to contain it. We 
have chosen, as a society, to impose an economic shutdown, however painful, to 
conquer this virus and buy time. We need to halt or delay the spread for the healthcare 
community to care for those that are sick, and to equip them with all the medical 
supplies they need. We need to stall for needed therapeutics, which are hopefully 
coming very soon, and for an eventual vaccine early next year. The fiscal and monetary 
authorities are also doing their best to implement aid for households, businesses, and 
the market to financially weather this storm.  

This will pass and life will resume at some point, but we have to be realistic about the 

difficult months to come, and the very fragmented process at which the economy will 

rebound. After over a month at home, many of us will be running to get our haircut, our 

nails done, reschedule postponed doctor appointments to have our health needs met. 

We will go out for dinner again and walk around the mall. Other things won’t come back 

as quickly. It will take time for travel to resume to the extent it was. Hotel stays will take 

time to return. Factory production of big ticket items like cars and trucks will be slow to 

rebound. Consumers will be more focused on saving more money, as will companies 

with their own balance sheets.  

My point here is that our daily routine will begin to rebound, hopefully beginning in 

May, but not everything will recover sharply. It will be in fits and starts. Many of us will 

be walking around in masks. Restaurants will have tables more spread out. Perhaps 

airlines won’t immediately sell middle seats, leaving only aisle and window seats to be 

bought. As a baseball fan, I hope to see games again this year, but maybe not until July. 

Now, I don’t want you to believe that this is forever, it is only until we get a vaccine. This 

virus might come back in autumn after a lull this summer, but come fall, we’ll be in a 

much better position to be able to handle and confront it.  
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The Stock Market 

The S&P 500 finished the quarter with all three months in the red. The March decline 

was 12.5% as the unfortunate reality of the health implications of the virus and our 

attempt to confront it really hit hard1. This brought the year to date decline to 20%, 

the worst quarter since Q4 20082. When it is really difficult to estimate earnings, let 

alone what P/E multiple to put on that uncertain earnings stream, market participants 

are flying blind in how they are pricing assets. International markets, even with their 

cheaper valuations, also experienced the same level of drawdowns, as no country is 

immune to what is going on3.  

The Bond Market  

The bond market in March was a tale of two cities. In one city, we had US Treasuries 

which benefited from the Federal Reserve’s move to cut the fed funds rate to zero 

and reinitiate massive purchases of longer term Treasuries and agency mortgage 

backed securities, aka QE4. In the other city was every other bond classification, 

whether corporate, mortgage back securities, asset backed securities, and emerging 

markets that saw selling 5. This was in response to the negative economic impact from 

the shutdowns where creditors are worried about getting paid back. The selling in the 

latter part of the month was stemmed however as the Fed widened its role and 

established programs to relieve stress in commercial paper, agency mortgage bonds 

and corporate bonds.6 

The Economy  

Make no mistake, the economic data in the coming months will be ugly. I’m not going 

to try to sugar coat things here. But importantly, we know this already and markets 

have adjusted for that reality. The hope from here is once we get to the month of 

May, we as a country will try to start reopening things again, very much in a 

contained fashion, but opening nonetheless. The virus will remain with us until we 

have an effective vaccine, but hopefully with the help of masks, social distancing, 

careful behavior, and eventual herd immunity, it is something we can live with. With 

this said, and as stated, the economic rebound both in the U.S. and globally will be 

slow in the aggregate and could take years to fully recover. Some things will snap 

back, but others won’t so soon. 
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The CARES Act 

The Coronavirus Aid, Relief, and Economic Security Act was passed by Congress a few 

weeks ago, and the goal is to buy time for both households and businesses until things 

reopen again. It expands unemployment benefits, both in terms of pay and reach for 

those who lose their jobs. It also establishes loan programs for businesses of all shapes 

and sizes to encourage them to hold on to their employees, and to allow them to meet 

other important monthly bills. We need to save businesses from our self-imposed 

economic shutdown, and hopefully this bill will do that. We are still dealing with the 

Washington, DC bureaucracy here, but hopefully cash can get to those that most need 

it.  

The Federal Reserve  

The Fed is essentially now part of the US Treasury as they help to finance the fiscal side 

of what the federal government is trying to achieve, and at the same time, play their 

own monetary role. In March, the Fed cut interest rates back to zero in two moves of 50 

bps and 100 bps, respectively7. They also resumed large scale asset purchases of longer 

term Treasuries and mortgage-backed securities, otherwise known as QE. To reestablish 

the functioning of different areas of the credit markets, they took a variety of steps to 

unfreeze what became frozen markets, particularly in commercial paper. Again, this is 

all about buying time until the virus is contained and the economy reopens again. The 

end result of all the cross currents in March was lower US Treasury and mortgage rates, 

but a higher cost of capital in every other area of credit, particularly for those credits 

considered below investment grade.  

Conclusion 

Life in the next few years will be quite different than any of us are used to. Most 

importantly, though, right now we must absorb the economic hits in order to address 

the awful health implications this virus spread has wrought. At some point soon, we will 

pivot and shift to the difficult balance of having to reopen the economy while being 

extraordinary aware that this virus will still remain with us until a vaccine is found, and 

the need to keep us safe, especially those most vulnerable. I am not going to leave this 

letter without sounding optimistic about how our country, and the world, for that 

matter, are confronting this virus.  
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Each day that passes, we are a step closer to therapeutics that can treat those infected, 

a step closer to a vaccine, a step closer to flattening the curve. A step closer to the 

delivery of millions of face masks and gowns and tens of thousands of ventilators, and 

potentially most importantly, at the moment, a step closer to the delivery and use of 

millions of test kits that can immediately help separate the healthy from the sick. 

This is a difficult time, but we will get through it. Of particular importance for clients is 

making sure they have their short term liquidity needs met over the coming 24-36 

month period, which then makes market volatility less relevant during this time frame. 

Please do not hesitate to reach out at any time with questions or for any discussion on 

the economy and/or markets.  

 

Disclaimer 

The opinions voiced in this material are for general information only, and are not intended to 

provide specific advice or recommendations for any individual. All performance referenced is 

historical and is no guarantee of future results. All indices are unmanaged and may not be 

invested into directly.  

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will 

decline as interest rates rise and bonds are subject to availability and changes in price.  

There is no guarantee that a diversified portfolio will enhance overall returns or outperform a 

non-diversified portfolio. Diversification does not protect against market risk. 

The economic forecasts set forth in this material may not develop as predicted and there can 

be no guarantee that strategies promoted will be successful. The fast price swings in 

commodities and currencies will result in significant volatility in an investor’s holdings. 

International investing involves special risks such as currency fluctuation and political 

instability and may not be suitable for all investors. These risks are often heightened for 

investments in emerging markets. The fast price swings in commodities and currencies will 

result in significant volatility in an investor’s holdings. 

Bleakley Advisory Group and Peter Boockvar are not affiliated with LPL Financial. Securities 

offered through LPL Financial, Member FINRA/SIPC.  

Investment advice offered through Private Advisor Group, a registered investment advisor. 

Private Advisor Group and Bleakley Financial Group are separate entities from LPL Financial.  
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