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Background  
Since this pandemic hit, financial markets 
have moved violently. The S&P 500 covered 
as much ground to the downside in the first 
22 days of the COVID-19 crisis as it did in the 
first 35 weeks of the global financial crisis in 
2007.  The chart on page 2 provides an inter-
esting perspective on the speed of this and 
other historic downturns.  
 
The market is reacting to humankind’s experi-
mentation with a self-induced shutdown of a 
large portion of the world's economy.  There 
are a lot of unknowns here and although 
many people are working day and night to try 
to make sense of it, we are in uncharted terri-
tory.  However, this is not the first time that 
large portions of the global economy have 
shut down or been repurposed.  The most 
obvious example is world war.  When coun-
tries go to war, governments massively in-
crease spending and borrowing.  In our cur-
rent case, it is to pay people to stay home.  In 
the case of war, it is to move people around 
the world to do battle and destroy capital.  
Perhaps cold comfort, but to us, this is a use-
ful point of reference.  
 
I think it is fair to say that the quicker we ad-
dress and manage the spread of the virus and 
its impacts, the quicker and stronger the 
economy will rebound.  We continue to study 
in an attempt to better understand the likely 
path of the virus through society and the 
economy.  At the same time, we attempt to 
understand how much the financial markets 
have priced in the economic damage that is 
yet to be done.  Information is changing con-
stantly and we are managing portfolios ac-
cordingly.  One thing we can say with great 
conviction is that the economy and the finan-
cial markets will rebound and life will go on, 
after this passes.   

Investor, Know Thyself 
The violent bounce in markets last week pro-
vides an opportunity for self-reflection.  
While markets have not recovered what they 
have lost, they are up significantly from their 
lows.  Use this time to do the following. 
 
Ask yourself if the income, cash and other 
liquid assets you have on hand will allow you 
to weather this storm.  How long is that?  We 
don’t know.  Trying to put a timeline on it 
may be folly, but based on the experience of 
other countries in the first wave of this pan-
demic, the varied, uncoordinated responses 
of global leaders and the sheer math of expo-
nential growth, this will likely take a while.  
We think on the order of months to a year or 
so.  We hope for the former, but think plan-
ning for cash flow over the next two years 
makes sense. 
  
We have done extensive planning with each 
of our clients, but if you have concerns about 
the source of your cash flow for the next few 
years, please let us know and we can review 
your situation and make sure we have the 
appropriate plan in place. 
  

Volatility and Your Gut 
The way you felt in the past month should be 
a guide to how well your investments are tai-
lored to you.  If you were looking for opportu-
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nities to buy as prices dropped or haven't 
checked your statement in a while, your 
portfolio is probably a good fit, or close to it.  
If you were really nervous and this volatility 
just wasn’t sitting well with you, or worse, 
please let us know, if we haven’t discussed it 
already.   
 
Things change.  Your point of view can 
change, your willingness or ability to with-
stand downturns and recover from them can 
change.  If nothing else changes, we're all 
getting older and this can have an impact on 
how we feel about our finances, even if the 
numbers say you are well positioned. 
  
We’ve spoken with a number of clients who 
feel they would like to be taking more risk, 
especially with markets down from their 
highs.  Let us know if this is something you’ve 
been contemplating.   
  
We will steer through this and we have craft-
ed plans for each of our clients that we be-
lieve are very sound.  That said, please let us 
know if you’d like to talk about the points we 
raise here or anything else that’s on your 
mind. 

What We Are Doing 
We continue to actively look for opportunities 
as this crisis plays out, while we also confirm 
that we’ve planned for any short-term cash 
flow needs.    
 
Since the downturn, our biggest purchase of 
stocks was done on or around March 17th.    
We have more work to do and will keep you 
informed of our progress.   
  
As always, we thank you for your trust and 
appreciate your continued confidence in our 
investment management and advice. 
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Disclosures 
 

This material is intended to inform you of products and services offered by Stembrook Asset Management, LLC 
(“Stembrook”). Stembrook is a New Jersey Registered Investment Advisor. 

 
This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. 

 
We believe the information contained in this material to be reliable but do not warrant its accuracy or completeness. The 

opinions, estimates, and investment strategies and views expressed in this document constitute the judgment of Stembrook, 
based on current market conditions and are subject to change without notice. The investment strategies stated here may 

differ from those expressed for other purposes or in other context. 
 

 Past performance is not indicative of future results. 
 

The obligations and securities sold, offered, or recommended are not deposits and are not insured by the FDIC, the Federal 
Reserve Bank, or any governmental agency. 

 
The views and strategies described herein may not be suitable for all investors. This material is presented with the under-
standing that it is not rendering accounting, legal or tax advice. Please consult your legal or tax adviser concerning such 

matters. 
 

Important note regarding Stembrook’s capital market expectations. 
The capital market expectations developed by Stembrook Asset Management are estimates of both a central tendency of 
asset class behavior and a probable range of asset class behavior over a long-term horizon. These estimates are one of 

many inputs used in the portfolio construction process, and should not be used independently. These expectations should 
not be construed as the returns that will be achieved, but merely those that may be achieved if certain assumptions hold true. 

Also note that each client's portfolio may differ given specific goals and constraints applied to the portfolio construction  
process. 


