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We believe in the old saying: a picture is worth a thousand 

words. Here, we aim to recap recent market action and provide 

some perspective to investors. 

October 2020 

ON THE CORONAVIRUS, HEADLINE NOISE, AND MARKET MOVES 

The only way to avoid volatility these days, it would seem, is to close your eyes. The headline volatility has been stark in 

recent weeks, as we all know, and the markets finally decided to join in. The S&P 500 has closed lower every day this week, 

including a 3.5% drop Wednesday, as the perfect storm of failed stimulus, election unease, vaccine uncertainty, and rapidly 

spreading COVID-19 in the US and Europe finally sent markets flailing.  

Of course, the main story remains the coronavirus pandemic and our inability to beat such a tricky foe. I wrote the following 

in April: “this is a health crisis first and foremost; the financials cannot begin to recover until there is evidence that 

the coronavirus pandemic is under some semblance of control.” 

While the financials have improved beyond my wildest imagination when I wrote that, it doesn’t mean that a stock market 

facing a pandemic (and trading above pre-virus highs) is not vulnerable. The S&P is now off ~8% and the CBOE Volatility 

Index (aka the VIX, the market’s fear gauge) has spiked. Though US companies have largely proven resilient, it is the virus, 

the vaccine, and stimulus that remain the key drivers in the near-term, and negative news on those fronts will jostle markets. 

 

To frame it up simply: the virus limits economic activity, both by reducing consumer confidence and forcing lockdowns. As 

the virus spreads, these limitations grow—outside of the obvious human cost, that is why recent upticks are such a negative. 

Given that reality, a vaccine (or other health solution) is necessary to restore normality. But there is a gap between today 

and the day a vaccine is widely available—that is why stimulus is so critical. With businesses closed, stimulus could provide 

a lifeline to both workers and firms. The virus may make lockdowns necessary, but the lack of stimulus amplifies the pain. 

So, virus, vaccine, stimulus. As these items bob and weave, progressing and regressing, stock market volatility is more than 

likely, particularly with a dash of election uncertainty (not just of the outcome, but the timeline, the Senate, etc.) sprinkled 

in. But remember, volatility in the stock market is merely the entry fee for the long-term gains. Selloffs happen like 

clockwork (10/28 was already the 16th day down 3% or more this year!)—it is simply part of the deal.  

Still, high volatility and frightening headlines can be a lot. Call your Baird Advisor to discuss this or any other concerns today. 

In the Markets Now 
Volatility, volatility everywhere 

 

PWM Equity & Fixed Income Research 
Ross Mayfield, CFA 

Investment Strategy Analyst 
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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. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 

other may not. 

 

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.   


