
Performance plus peace of mind. That’s the First Fiduciary Advantage.

COVID-19 Disrupts the Market and Our Daily Lives

• Stock markets pummeled as COVID-19 spread across the globe.

• First Fiduciary initiated three positions in the first quarter, taking advantage of 

declines in top-tier, industry-leading companies.

HIGHLIGHTS

As COVID-19 spread across the globe in the first quarter, both Wall Street and Main Street felt the 

pain. On Wall Street, the US stock market experienced a steep sell-off, falling precipitously from 

its mid-February all-time high. Q1 was the worst quarter for the market since 2008. As for Main 

Street, over 10 million Americans filed for unemployment insurance in the month of March, as 

thousands of businesses across the country reduced workforces or completely shut down. First 

Fiduciary’s portfolios were not immune to COVID-19 related weakness, falling significantly in the 

quarter but outperforming value benchmarks. While predicting the direction of the financial 

markets in the near-term is impossible, we believe patient investors will be rewarded by staying 

the course. To that end, we had a more active than normal quarter, selling some positions and 

taking advantage of significant price volatility to add three new companies to portfolios. We 

believe the new positions will emerge from the impending recession in much better competitive 

positions, as lower quality peers shrink or disappear.

First Fiduciary’s new holdings will be impacted by the COVID-19 fallout to varying degrees. First, 

Lockheed Martin (LMT), a global defense contractor, should see limited impact from social 

distancing measures. Nonetheless, the company’s share price plunged due to maximum 

pessimism as investors shot first and asked questions later. This panic enabled us to establish a 

position in what we consider the highest quality defense company at a very attractive price. 

Second, TJX Companies (TJX), the world’s largest off-price retailer, has temporarily closed its 

stores in response to social distancing initiatives across the globe. Fortunately, the company’s 

fortress balance sheet and impressive management team should enable TJX to weather this 

disruption and ultimately take market share from undercapitalized and undermanaged 

competitors. Finally, Marriott International (MAR), the world’s largest hotel operator, will likely see 

the most direct impact from COVID-19 due to global travel restrictions, both business and 

pleasure. Near-term results in the industry will be ugly, and we expect many lower quality hotel 

chains to suffer greatly. Marriott, though, will be a survivor and stands to benefit from increased 

market share on the other side of this difficult period.

Also in the quarter, we exited positions in 3M (MMM), Bank of New York Mellon (BK), Fox 

Corporation (FOXA), and Exxon Mobil (XOM). We believe 3M’s recent focus on M&A-fueled
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growth is an attempt to cover up continued weakness in the company’s core business. Bank of 

New York Mellon lost its well-regarded CEO to Wells Fargo, leaving the company rudderless at a 

critical time. While we believed that Fox’s leverage to live TV, specifically news and sports, made it 

essential to the cable bundle, the likelihood that pro and college sports will be shut down for 

months diminishes its value proposition and likely encourages consumers to accelerate cord-

cutting. Finally, Saudi Arabia sent shockwaves through the global energy supply chain by 

announcing its intention to engage in a price war. Unlike past energy bear markets, Exxon enters 

this one with a balance sheet not well-suited to make the value accretive moves we’ve come to 

expect. Severe activity retrenchment is likely.

While news about the virus is likely to get worse before it gets better, we see some “green shoots” 

that give us optimism that the globe will eventually return to something approaching normalcy. 

First, the $2 trillion CARES Act provides a lifeline to those Americans most directly impacted by 

COVID-19 economic fallout, and we expect more stimulus measures to follow. Second, the 

announcement of a 5-minute test for COVID-19 greatly increases testing capacity when it is most 

needed, a necessary tool to combat the virus’s spread. Finally, many companies, including First 

Fiduciary holding Johnson & Johnson (JNJ), are working on vaccines and treatments for the 

disease. We are confident, with enough scientists working on the problem, solutions will be found.


