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We try to avoid cliches, but often a picture really is 

worth a thousand words. Here, our goal is to distill a 

timely market topic into just a few words and a chart. 

                   March 2020 

OPEC+ AND CORONAVIRUS FEARS WEIGH ON OIL PRICES 

As if the growing coronavirus threat hadn’t tested the global economy enough, oil prices plummeted over the weekend. As 

with most recent market activity, the drop was sharp and swift. This sell-off was triggered by Saudi Arabia and Russia 

(two major members of OPEC+, the world’s largest oil cartel) failing to reach a deal that would regulate future output. Saudi 

Arabia then signaled it would cut prices and boost production to gain market share, and we were off to the races. 

Oil is a notoriously volatile commodity – supply can be relatively inelastic and the price is highly sensitive to global growth 

and geopolitical uncertainty. Even so, this drop was nearly unprecedented in its size and speed. Below, you’ll see 35 years’ 

worth of daily changes in crude oil; today’s was the second largest in history, trailing only Gulf War-related turmoil in ‘91.    

 

So what does this mean? There are two lenses through which to view this action. First, cheaper oil can be a benefit to the 

consumer. Gas prices generally move with oil prices, and cheaper gas means more money in the pockets of US workers 

(who, based on February’s jobs report, were still holding up quite well at month’s end). Further, companies that use oil as 

an input will benefit as costs go down. Many of these businesses (e.g. airlines) have been hit especially hard by coronavirus. 

On the other hand, this action is devastating for the Energy sector and related industries. Shale producers, in particular, will 

feel pressure. And because these companies tend to be more highly leveraged (i.e. they have a lot of junk-rated debt), 

banks and credit investors will also get stung. Further, the additional strain on the economy has sent investors rushing to 

fixed income, pressing Treasury yields well past previous record lows (and further hurting Banks). 

The global economy is now facing severe strain as pressure mounts on multiple fronts. Markets have responded in-kind, 

with consistently volatile action across most asset classes. It is in these times that we strongly recommend you connect with 

your Baird Financial Advisor. They can help review your risk tolerance, set an appropriate asset allocation, and try to make 

sense of these increasingly complex and anxious markets. 
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which 

Robert W. Baird Limited holds an ISD passport. 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   

 

 

 

 

 


