
The first quarter of 2020 will go down 
as one of the worst in stock market 
history. In fact, March was the worst 
month for the S&P 500 since the 
financial crisis in October 2008. For 
the quarter, U.S. large cap stocks 
closed down 20%, U.S. small and 
mid-cap stocks were down 30%, 
and international stocks were down 
23%. It was a devastating quarter 
for portfolios worldwide.

Historians will study and debate 
this time period well into the future, 
analyzing government and healthcare 
responses to the pandemic, as well 
as the equity market’s reaction to 
each. On this all will agree, global 
equity markets have traded in an 
unprecedented series of large
reactions, as traders have grappled 
with forecasting the perceived 
impact of daily headlines on future 
company earnings.

While the pandemic and economic 
paralysis have triggered the market’s 
massive sell-off, we were pleased
 with the relative performance and 
positioning of our model 
portfolios during this 
period. Leading up to 
this market selloff, we 
had made some strate-
gic moves in our model 
portfolios, including a 
shift of our stock alloca-
tion into the U.S. as well 
as an increase in the 
quality and duration of 
our model bond portfo-
lio. These moves served 

us well. More recently, we have been 
harvesting losses to provide future tax 
benefits to our clients and have begun 
strategically buying to take advantage 
of the recovery we anticipate.

History offers some perspective
Although a virus-induced recession is 
unparalleled in modern times, we have 
seen this fear grip the market and the 
general storyline play out many times. 
This selloff, like many throughout 
history, combined a catalyst with an 
underlying problem. In this case, it 
was a pandemic triggering a deep 
selloff from somewhat elevated stock 
valuations. What we know from history 
though, is that while the market can 
have corrections and pullbacks, it 
eventually moves up on a long-term 
performance chart.

To combat this crisis, the Federal 
Reserve has stepped in with massive 
measures to ensure liquidity in credit 
markets. We have also seen Congress 
assemble a $2 Trillion bipartisan bill 
that will get much needed relief to 
small business and affected workers, 

A Volatile Moment in History

2 n d  Q u a r t e r  2 0 2 0

ASK WEALTHQUEST
No matter the season or the 

situation, we are all in this 

together. We want to make 

sure we are answering the 

right questions for you in the 

communications we are roll-

ing out. In an effort to do just 

that, we created a place for you 

to submit questions you may 

have about these uncertain 

times and we will do our best 

to respond in our Friday Video 

series. Learn more and 

submit your questions at 

www.askwealthquest.com

TOP 5 MOST
POPULAR FRIDAY

VIDEOS

 Monitoring Your Thoughts
 Using Time Wisely
 Handling Uncertainty
 Building Advisor Trust
 Retirement Withdrawals

Make sure to follow us on 
LinkedIn and Facebook.  



amongst others. We applaud these efforts, and we 
believe it will keep businesses and the consumer in a 
position to recover quickly once the peak of the virus 
has passed and restrictions are lifted.

Expect more volatility 
Over the next few months, we predict a high level of 
uncertainty and see more volatility ahead as traders 
continue to react to headlines. Expect unemployment, 
national GDP, and company earnings to be very bad, 
perhaps even shocking. The financial press will high-
light this at every turn while failing to mention it was 
expected and will return to more normal levels. And 
equity markets may continue to react negatively in 
the “knee-jerk” fashion we have seen so far.

We believe that once the number of reported 
coronavirus cases in the U.S. peaks, and then begins 
to decline, the markets will react positively. In fact, 
markets may even react sooner than we anticipate 
based upon the reduction in cases in other parts of 
the world, believing it predictive for our own future. 
We further believe the market will snap back based 
on pent-up demand once restrictions are lifted and as 
soon as companies can hire back employees. Finally, 
we believe the relief bill will help consumers to bounce 
back more quickly, as it provides them the necessary 
aid to help them weather this storm.

Recovery will follow
We see it likely that once we get the pandemic under 
control in the U.S. that we will see a sharp snap back
in the stock market. We do not believe that the market 
will recover all of its losses at once, but we will have a 
partial recovery in relief once we get the “all clear” to 
resume business as usual. From there, the market will 
take a “wait-and-see” approach. During this time, the 
market’s recovery will be driven by just how fast or 
slow companies are in returning to pre-Covid-19 
earnings levels. 

This is an extremely trying time for our country and our 
world, during which the market has tested the psyche 
of many investors. We are blessed to have a client base 
that has been willing to stay the course with us and not 
give in to panic. As this market environment endures, 
we continue to look for opportunities to take advantage 
of conditions both through analyzing model portfolio 
allocation shifts and utilizing tax loss harvesting to 
realize portfolio losses that can be used in the future.

Our thoughts and prayers are with you and your families 
during this unprecedented time and as always, we are 
here for you and welcome any questions you have.

— The Investment Committee
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