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Statements 

 

Market volatility surged in the first quarter to levels last seen more than a decade ago during the 

financial crisis, as the COVID-19 pandemic swept the globe and prompted the partial shutdown of most 

major global economies, including the U.S., EU and most of Asia. 

https://www.morningstar.com/news/dow-jones/2020033110148/stocks-on-track-for-worst-quarter-

since-2008   

 

In sharp contrast to the relatively calm market environment of 2019, the new year started with a 

geopolitical shock when, on January 3rd, the United States executed a tactical strike that resulted in the 

death of Iranian General Qasem Soleimani, whom many considered to be the second most powerful 

person in Iran. 

https://www.cnbc.com/2020/01/03/top-iranian-general-qassim-soleimani-killed-in-us-airstrike-in-

baghdad-pentagon.html 

 

Additionally, Iran mistakenly shot down a Ukrainian commercial airliner during the rocket attack, 

tragically killing all 176 people on board, and the global fallout from that all but ended the conflict. 

https://time.com/5761206/iran-plane-crash/   

 

As the geopolitical scare faded, investors’ focus turned back to the U.S.-China trade war, as both China 

and the U.S. signed the “Phase One” trade deal in mid-January. The agreement did not provide material 

tariff relief, however it did importantly signal no further tariff increases. As such, it provided needed 

clarity to global industrial companies and the markets. 

https://www.cnbc.com/2020/01/15/trump-and-china-sign-phase-one-trade-agreement.html    

 

In response, stocks moved steadily higher, powered by the favorable combination of the U.S.-China 

trade “truce,” low interest rates following the rate cuts of 2019, historically low unemployment and 

steadily rising corporate earnings. Fundamentals for the economy and the stock market were very 

strong, and the S&P 500 hit several new, all-time highs between mid-January and mid-February.   

 

https://www.cnbc.com/2020/02/19/stock-market-wall-street-in-focus-amid-coronavirus-outbreak.html   

 

But, starting February 20th, market volatility rose sharply as the number of active coronavirus cases 

began to dramatically accelerate in South Korea, Iran and Italy 
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https://www.msn.com/en-us/health/medical/coronavirus-cases-spike-in-south-korea-live-updates-on-

covid-19/ar-BB10iKIc 

 

Those declines were then compounded throughout March as the number of active coronavirus cases in 

the U.S. began to increase rapidly. 

https://www.cdc.gov/coronavirus/2019-ncov/cases-updates/cases-in-us.html   

 

Positively, the U.S. government has acted to support the economy as the Federal Reserve cut interest 

rates to zero percent and implemented several important measures to provide short-term cash for 

corporations and ensure there’s plenty of capital for the broader banking system.  

https://www.cfo.com/coronavirus/2020/03/fed-expands-asset-purchases-to-boost-markets/   

 

Congress also passed multiple economic relief bills, the largest of which was a $2.2 trillion stimulus 

package aimed at providing support for displaced workers. Those actions are working to help keep the 

banking and financial systems functioning in an orderly manner as well as supporting the economy 

through this unprecedented shutdown. 

https://www.wsj.com/articles/house-lawmakers-race-to-washington-to-ensure-coronavirus-stimulus-

passes-11585318472   

 

By market capitalization, large caps outperformed small caps in the first quarter, and that is what we’d 
expect when market declines are being driven by concerns about future economic growth, because 
large caps are historically less sensitive to slowing growth than small cap stocks. From an investment 
style standpoint, growth relatively outperformed value, yet again, due to strength in large-cap tech.  
 

https://www.nasdaq.com/articles/5-blue-chip-tech-stocks-to-buy-amid-coronavirus-sell-off-2020-03-13   

https://www.barrons.com/articles/small-cap-stocks-recession-large-caps-russell-2000-51584474742   

 

Energy was, by far, the worst performing sector in the S&P 500, as it declined sharply due to plunging oil 
prices. Material and industrial stocks also underperformed on fears of reduced future earnings if there is 
a prolonged global economic slowdown.   
 

https://www.cnbc.com/2020/03/15/more-pain-could-be-in-store-for-energy-stocks-portfolio-manager-

says.html   
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Corporate bonds saw substantially negative returns in the first quarter as high-yield debt badly lagged 
investment-grade debt. The underperformance of lower-quality corporate bonds also underscored rising 
concerns about future economic growth, and more specifically, the health of many global corporations.  
 

https://www.bloomberg.com/opinion/articles/2020-03-18/coronavirus-reaching-for-yield-finally-

comes-home-to-roost    

 

Yet it’s important to point out that, as Fed Chair Powell stated in a recent interview, there was nothing 

“wrong” with our economy before the coronavirus hit. There was no tech stock bubble and no housing 

bubble, like we saw in the last two U.S. recessions. As mentioned, economic fundamentals were rather 

positive prior to this unprecedented shock, and that offers some comfort when we look at investing over 

a longer time horizon.   

https://www.realclearpolitics.com/video/2020/03/26/federal_reserve_chairman_jerome_powell_there

s_nothing_fundamentally_wrong_with_our_economy.html   

 

Through this difficult, but ultimately temporary disruption, that plan is designed to help you achieve 
your personal long-term financial goals. Meanwhile, shares of some of the most-profitable, well-run 
companies in the world are now trading at substantial discounts to levels at the beginning of the year, 
and history has shown us that over the longer term, these tumultuous episodes can create fantastic 
investment opportunities, and some of the most ideal buying conditions the market can offer.  
 

https://www.nasdaq.com/articles/jpmorgan-sees-compelling-value-in-these-3-stocks-2020-03-05    

https://www.marketwatch.com/story/stock-market-panics-come-and-go-but-buying-opportunities-are-

real-and-long-lasting-2020-03-10   
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