
 

 

 

 

 

 

 

 

1. US Stocks Reach All-Time Highs 

The S&P 500 set a new all-time high in February, only to 

experience a 34% decline in four weeks...the fastest in 

history 

2. Fed Cuts Rates to Zero 

In response to the pandemic, the Federal Reserve re-

duced short-term interest rates to zero and initiated the 

largest monetary easing program in the bank’s histo-

ry...4x that of 2008 

3. Congress  Enacts Largest Stimulus Ever 

To offset the quickest economic decline in history, the 

US government  passes a $2T spending package to aid 

individuals and businesses...expanding the federal deficit 

to WWII levels 

4.  US Treasury Yields Reach Lowest Ever 

The 10 year US Treasury yield fell below 1% and touched 

0.54% during the quarter. Mortgage rates fell to close to 

historic lows.  

 5. Oil Falls by 2/3rds 

Oil fell to nearly 20-year lows as Saudi Arabia initiated a 

price war with Russia in the midst of the pandemic... that 

was already anticipated to weight heavily on oil prices. 

The first quarter of 2020 will be studied for years as one of the most 

wild and important quarters in market history.  The quarter began very 

much where the prior quarter left off:  with the price of most every-

thing trading higher, especially US stocks. 

On February 19th, the S&P 500 would set its final high of the nearly 11 

year bull market, having appreciated over 18% since October 2nd, 

2019 (despite continued slowing growth) on speculation that the Fed 

would soon deliver more stimulus to sustain the expansion.   

Enter COVID-19.  While its presence in China was well known in Janu-

ary, equity markets largely turned a blind eye. Bond markets were the 

first to take notice, and yields began dropping, pricing in accelerated 

Fed rate cuts well before the stock market began its steep descent. By 

late February, the COVID-19 virus had quickly and quietly permeated 

the rest of the world.  Once stock markets took notice, they had their 

fastest meltdown in history, with the S&P 500 falling nearly 34% in just 

over a month, including the second largest one-day decline since the 

1940s (surpassed only by Black Monday of 1987). Comparatively, this 

decline happened more than twice as fast as its 2008 financial crisis 

“black swan” counterpart. 

The subsequent rebound from those lows was equally breathtaking, 

including the largest one-day percentage gain since 1933.  Behind this 

remarkable bounce was the announcement of the largest monetary 

and fiscal intervention in history…magnitudes larger than the 2008 

response.  The quarter ended with most assets continuing to rebound 

as the market mood shifted from panic to cautious optimism.  

S&P 500 Maximum 23 Day Loss from a Bull Market Peak 
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 Q1 of 2020 was a quarter of superlatives, combining 

the best and worst of times for markets in decades. 

While the world has had many pandemics through 

history, the magnitude and speed of economic paral-

ysis caused by COVID-19 is without precedent.  This 

has made evaluating the risk of the epidemic especial-

ly challenging. Also without precedent is size and 

breadth of global monetary & fiscal stimulus being 

unleashed to provide life support to the stricken 

economy. In the US, the Fed has promised to do 

“whatever it takes” while Congress has already ap-

proved the largest stimulus bill in history (over 3x larg-

er than the relief passed in 2008 financial crisis ) within 

weeks of the outbreak (versus months in the 2008 

financial crisis).  At this point, the US government is 

expected to run deficits comparable to those sum-

moned to fight World War II.  

In the following sections we will run through the Bull 

Case, Bear Case and our Base Case scenarios. 

Looking forward, no one thinks we will avoid a deep recession, but 

the bullish case presumes that when the growth rate of infections 

and deaths peak, the economy will reopen.  While devasting, re-

vised estimates for the virus’ growth have been steadily declining 

adding hope that things could get back to normal sooner than lat-

er. The sharp recession to follow will be deep, but short, lasting a 

few quarters.  While the US quarantine is expected to create a 

multi- trillion dollar economic hole, it will be substantially filled in by 

money and credit provided by the government – the bull case pre-

sumes that the fiscal and monetary stimulus already announced 

should be adequate to fill in the gap, and more will be produced as 

necessary. 

It should be noted that the US is in the unique position of being 

able to print the world’s reserve currency, the US dollar. This bless-

ing means the US can be far more aggressive than any other 

country in printing the necessary shortfall of money to fill the gap 

with less fear our currency will collapse in value. Importantly, this 

bull case scenario is seemingly the base case markets are pricing 

in today.  

For now, we’ll frame the bear case within the optimistic scenario 

that the fight against the virus doesn’t take a dramatic turn for the 

worst and the economy can reopen within the next month or two. 

The Bear Case’s core question: Will the economy wake up re-

freshed like it took an afternoon nap or groggy like an extended 

hibernation?  We simply don’t know how quickly demand will 

comeback online and life will go back to normal.  What if people 

continue to stay home, eat out less, buy less, and remain self-

isolated for fear the virus could return? What if it takes years for 

people and businesses to return to normal?  If households and 

businesses alike choose to save rather than spend the stimulus 

checks being sent to them, the economic hole dug by social dis-

tancing will prove deeper and require more government money to 

prevent a self-reinforcing contraction in economic activity. 

In the bear case, demand could take many years, not months, to 

recover.  And that’s just looking at the US, where government 

stimulus has been swiftest and far larger than anywhere else on 

earth. What if Europe fails to stimulate enough, or emerging econ-

omies (who have far less capacity to borrow and spend) fail to fill 

the gap?  Worst of all, what if there are multiple waves of the virus 

that will continue to dramatically deepen the current economic 

hole?    

We think it will likely take much more printing by the Fed and far 

more government spending (i.e. larger deficits) before the eco-

nomic crater created by the virus is filled.  If so, we would expect 

more volatility like we saw in March since market action may very 

well be the gauge the government uses to measure if too little has 

S&P 500 Maximum 13 Day Recovery Following a Market Low 
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been done.  Based on the government response thus far (which 

has been bi-partisan and far quicker than 2008), we think sufficient 

cash will eventually be deployed to fill the hole.  The question will 

be at what lag? 

Of course, a country cannot simply print and spend its way to 

prosperity.  Overdo it, and we run the risk of dramatically debasing 

the value of the US dollar and eventually triggering unacceptable 

inflation (as is the constant challenge in other countries without 

reserve currency status).  Our base case scenario is that the nec-

essary stimulus is likely to put upward pressure on longer-term 

inflation risk, eventually to the benefit of inflation seeking assets.  

On the flipside, failing to do enough to fill the economic hole could 

easily result in a depression.  Most elected officials, and especially 

those seeking re-election, will choose the former.  

The best framework for dealing with such a wide range of scenari-

os is TRUE diversification.  That is, ensuring you own a mix of as-

sets where SOMETHING can benefit no matter what scenario 

ultimately plays out (e.g. too much or too little stimulus delivered 

too fast or too slowly).  This is how we try to design our portfolios.   

To be clear, there are investment opportunities in every scenario 

discussed…not just the bull case.   

While stocks tend to grab the most headlines, other assets like 

gold and long-term Treasuries have been making new highs.  

That’s because the current low growth environment naturally fa-

vors them.  If the bear case proves to be correct, this outperfor-

mance will likely accelerate. 

Similarly, if our “base case” proves to be the scenario that plays 

out (i.e. much more stimulus to the point of inflation pressure), we 

would expect stocks to generically do well but inflation seeking 

assets (like gold and inflation-linked bonds) to perform even bet-

ter.  

The point is, there are better options than simply selling stocks 

and holding cash to ride out the pandemic…especially if what hap-

pens next is eventually more printing and deficit spending that will 

cause cash to lose value at an increasingly faster rate. 

We know of no time in the past 50+ years when the range of pos-

sible outcomes was so wide and unknown.  In these situations, 

diversification and grit are your best weapons.   

All the same, remember this… the current state of emergency will 

pass.  Eventually a vaccine will be developed, and the world will 

indeed be back to normal. The path to that end could very well be 

an escalator or a roller coaster.  Our advice is to prepare for both. 

When preparing, the most important thing is to be in a position to 

tolerate or (better yet) take advantage 

of losses…not to emotionally capitu-

late at the moment of maximum op-

portunity or pain.   Stay safe! 

 

Some of our seasonal adjustments 

include: 

1) Overweight gold and precious     

metals. 

2) Overweight  long-term inflation 

linked bonds, Treasuries and invest-

ment grade bonds. 

3) Underweight emerging market 

stocks and bonds. 

$2 Trillion Stimulus Bill Breakdown (CARES Act) 

Source:  First Trust 



 

This presentation has been prepared solely for informa-

tional purposes and is not an offer, or a solicitation of an 

offer, to buy or sell any securities or products or to partici-

pate in any product or trading strategy. No sale of securities 

will be made in any jurisdiction in which the offer, solicitation, 

or sale is not authorized or to any person to whom it is un-

lawful to make the offer, solicitation, or sale. If any such 

offer of securities or products is made, it will be made pur-

suant to a definitive confidential offering document or oth-

er documentation which contains material information not 

contained herein and to which prospective investors will be 

referred. Any decision to invest in such securities or prod-

ucts should be made solely in reliance upon such documen-

tation and not this presentation.  

Diversification does not eliminate the risk of experiencing 

losses. PAST PERFORMANCE IS NOT AN INDICATION OF 

FUTURE PERFORMANCE. There is no guarantee, express 

or implied, that long-term return and/or volatility targets will 

be achieved. Realized returns and/or volatility may come in 

higher or lower than expected. References to investment 

objectives, target returns or other goals Almanack seeks to 

achieve in managing an account are aspirational only and 

should not be considered a guarantee that such results will 

be achieved.  

Information contained herein is based on data obtained 

from statistical services, company reports or communica-

tions, or other sources, believed reliable. However, we have 

not verified this information, and we make no representa-

tions whatsoever as to its accuracy or completeness.  

 

 

 

 

 

 

 

 

 

 

 

The views and opinions expressed in this presentation rep-

resent those of Almanack Investment Partners, LLC and 

should not be construed otherwise.  

The chart(s)/graph(s) shown is(are) for informational pur-

poses only and should not be considered as a suggestion of 

any investment recommendation, investment strategy, or 

as an offer of advice to buy, sell, or exchange any invest-

ment product or investment vehicle. Past performance 

may not be indicative of future results. While the sources of 

information, including any forward looking statements and 

estimates, included in this(these) chart(s)/graph(s) was 

deemed reliable, Almanack Investment Partners, LLC and 

its affiliates do not guarantee its accuracy. 

Exchange Traded Funds (ETFs) are subject to market risk, 

including the possible loss of principal. The value of the 

portfolio will fluctuate with the value of the underlying secu-

rities. ETF’s are types of securities that derive their value 

from a basket of securities such as stocks, bonds, com-

modities or indices, and trade intra-day on a national secu-

rities exchange. You should not expect an ETF to track its 

underlying assets, underlying index or benchmark. ETFs 

trade like a stock and may trade for less than their net asset 

value.  

No part of this material may be duplicated in any form by 

any means or redistributed without Almanack’s prior written 

consent.   

Almanack Investment Partners, LLC is an SEC Registered 

Investment Advisor.  


