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Raking Leaves In The Wind 

The best way we can describe the current market backdrop, is to compare it to raking leaves (yes, some of us still do it) on 
a windy autumn day. As you rake in one direction, all too often, the wind blows all your hard work in the other, leaving 
you frustrated and close to ceding victory to Mother Nature. But you persevere. Now you believe that your 2.0 
horsepower (200 mph) leaf-blower can do the trick, but this just proves to be utterly useless as you are now getting 
scowling looks from your neighbor, as you jettison leaves on to his front lawn or worse yet…into your wife’s flower beds. 
Then…you finally abandon all hope of progress…until the wind dies down.  

This is where we are today. As we pointed out in our 2020 Outlook, 2019 was the year of the “everything rally.” 
However, the last four weeks have proven to be a period whereby cross-asset volatility has increased significantly, 
pushing valuations to levels as irrationally low, as they were unreasonably high just a month ago. Few asset classes have 
been immune from the perfect storm caused by a global pandemic, topping-out of economic data, and a turf-war for oil 
production and pricing. Even gold, while outperforming most other asset classes, has sold off, as have municipal bonds. 
Liquidity concerns have resulted in forced selling. Even the 10Y US Treasury has sold off during the last week, as yields 
backed up from the lowest levels in history.  

The rub now is trying to determine if and when it is time to reverse course and bolt risk back on to your portfolio. 
Perhaps the best technical analysts we follow said it best, “…a bottom is a process, not a price.” Meaning, that we need to 
witness a series of events, all in concert, to help comfort the notion that downside guardrails are forming.  

So what are we looking at now, and how are we communicating with clients? 

1. First and foremost, we reiterate the notion that a bottom is a process, not a price. Unfortunately, the signposts 
that signal this bottoming process will not be pleasant to monitor. 

2. We will first need to see unemployment skyrocket and claims rise to levels never thought imaginable. We will 
need GDP to plummet, and almost every other economic data point (PMIs,  retail sales, auto sales, small business 
sentiment, and consumer sentiment) that we monitor move to a DEFCON 1 or 2 level. 

3. A general social panic sets in, people become frozen from doing normal daily activities. 

4. We will cringe, as the main-street economy goes out of business for four to six weeks. 

5. Markets will observe extreme market volatility, in a manner not reflective of underlying business fundamentals. 

6. We need to witness a freeze in credit markets; then for central bankers across the globe to slash rates and once 
again enact unorthodox liquidity measures to grease the cogs of the banking system, so that liquidity will be 
provided to creditworthy business.  

7. Finally, we will also listen to talking heads warn that this is only the beginning. These are the same folks 
suggesting at 19x forward earnings, that market and earnings fundamentals were primed to push the S&P well 
above 3,400.  

So when we review this list, we can begin to check-off a number of our signposts. At the same time, we are not sounding 
the all-clear just yet. In our March 2, 2020, Weekly entitled, “Fashionably Late Or Dimwittedly Early?” we suggested that 
we’d rather be late to a great party, than early to a dud. This is a position we still hold. But we warn our clients that the 
economy will get worse before it gets better, and the medical emergency will become direr before it flattens out. At the 
same time, markets disintermediate, discount, and overshoot. We are actively looking at ways and opportunities to 
benefit from this. We just need the wind to die down for a little bit. We’d love to hear your thoughts.  

https://static.fmgsuite.com/media/documents/4d12bc4e-9b24-4fa6-b783-9c280f0889d3.pdf
https://www.bls.gov/news.release/empsit.nr0.htm
https://www.dol.gov/ui/data.pdf
https://www.markiteconomics.com/Public/Release/PressReleases
http://www.theretaileconomist.com/
https://www.bea.gov/data/gdp/gross-domestic-product
https://www.nfib.com/surveys/small-business-economic-trends/
https://www.nfib.com/surveys/small-business-economic-trends/
http://www.sca.isr.umich.edu/
https://static.fmgsuite.com/media/documents/106a4a19-581f-46b3-a3b1-1c59b427841e.pdf
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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. 
2020-97403 Exp. 6/20. 


