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Weathering the COVID-19 Storm
• The Rapid Bear Market Recovery

• A handful of green shoots are giving markets some visibility to the light 
at the end of this bear market’s tunnel

• 3-Pillar Gov’t Response – An Update
• Continued monetary and fiscal support should offset some (but not all) 

of the adverse effects of health care policy

• “Essential Business Only”
• Monetary/fiscal efforts to shore-up small businesses are essential to any 

prospects for an economic rebound
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The Rapid Bear Market Recovery

• Stocks Rebound on Government Intervention. U.S. equity markets enjoyed a strong
holiday-shortened week, with the S&P 500 returning 12.1%. Among the catalysts for
the sharp rally in risk assets last week was optimism for an injection of another $250B
to the small-business lending program by Congress and tentative signs of a deal
from major oil producing countries to cut production. In addition, there have been
preliminary signs that social distancing measures may be paying dividends in some
areas more acutely affected by the COVID-19 outbreak.

• Hitting the Halfway Mark on Bear Recovery. The S&P 500 has now recovered roughly
half of its losses relative to mid-February’s all-time high. Since WW2, it has historically
taken the S&P 500 140 trading days, on average, to recover half of its losses in a
bear market. Assuming that March 23rd marks the bottom of this bear market, it has
taken a mere 13 trading sessions for the index to sit within 0.5% of the halfway mark.

• The Path Forward Coming Into Focus. Much attention has been paid to whether the
coronavirus-induced economic slowdown will be “V-shaped” with a sharp reversal
or “U-shaped” with a more gradual recovery. However, it is possible that the
recovery in equity markets could be “V-shaped” regardless of how the economics
play out. Investors may gain more confidence as the clouds start to clear across the
economic chasm, gaining visibility to a return to profitability. That being said, it is not
uncommon to see mini-rallies amid ongoing bear markets, followed by further
market weakness as new information causes investors to reassess their positions.

A handful of green shoots are giving markets some visibility 
to the light at the end of this bear market’s tunnel
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3-Pillar Gov’t Response – An Update

• Fed Throws More than the Kitchen Sink. The Federal Reserve continues to take
proactive steps toward cushioning the economy and ensuring ongoing access to
funding. Most recently, the Fed announced another $2.3 trillion credit extension to
businesses and state/local governments. This action set the groundwork for three
new lending facilities to support small businesses and municipalities, as well as the
expansion of existing programs for corporate bond and asset-backed security
purchases. These efforts should go a long way in supporting the U.S. financial system.

• Fiscal Stimulus Round 4? A large component of the fiscal stimulus package so far has
been the small-business lending program. After going into effect a little over a week
ago, outsized demand has prompted Congress to consider beefing up the amount
of capital available to help U.S. businesses weather the storm. While it does not
appear that such action will be taken imminently, it may gain momentum if it
becomes increasingly likely that the program runs out of resources.

• Health Policy Efforts Having an Impact. In an effort to stymie the spread of COVID-19,
citizens across the country have been encouraged to remain at home for several
weeks. There are now preliminary indications that these efforts are paying off – in
New York, viewed by many as the epicenter of the pandemic in the U.S., the
number of patients in ICU dropped for the first time since the start of the crisis. But
these efforts do not come without their economic costs. For example, more than 16
million Americans have filed for unemployment within the past three weeks alone.

“Essential Business Only”

• Small Biz – the Lifeblood of the Economy. The Small Business Administration estimates
that small businesses represent 43.5% of all economic activity and employ 48% of
workers in the U.S. Any economic recovery that leaves smaller, independent firms
behind likely won’t be much of a recovery at all. Efforts to shore up these enterprises
amid the COVID-19 outbreak via fiscal and monetary policy are essential to any
prospects for an economic rebound on the other side of this crisis.

• Small Business Optimism Plummets. The National Federation of Independent Business
(NFIB) Small Business Optimism Index recorded the largest monthly decline in the
survey’s history in March, down 8.1 points to 96.4. The business impact of COVID-19
has shaken the small business sector as an increasing number have rapidly scaled
back operations or closed their doors altogether. In particular, the sub-component
tracking sales expectations in the next six months declined 31 points, also a record
drop for a single month.

• Food for Thought – Impact on Restaurants. As the COVID-19 pandemic keeps people
home and some cities, states and countries limit, if not outright prohibit, restaurant
operations, the industry faces unprecedented challenges to its operations. Data
from OpenTable, a website for booking reservations, shows that the number of
seated diners at restaurants in the U.S. is down close to 100% relative to the same
periods last year.

Continued monetary and fiscal support should offset some 
(but not all) of the adverse effects of health care policy

Monetary/fiscal efforts to shore-up small businesses are 
essential to any prospects for an economic rebound
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