
Waiting for the Bounce 
Up until February 20, before the recent market downturn, the market 

reached an all-time high. Embedded in that good news, even then, was the 

question, “When will everything drop?”  

Well, it did. 
In his book “The Black Swan: The Impact of the Highly 

Improbable,” Nassim Talib described how at one time, 

nobody thought swans could be black because no one 

had reported seeing one. Then British explorers reached 

Australia, where they discovered Black Swans.  

Those of us who worry over your investments, prepare 

for known risks. But just because we can’t anticipate a 

threat doesn’t mean they don’t exist. These are “Black Swan” events.  

FDR said, “The only thing we have to fear is 
fear itself.”  
It is normal to fear the unknown. We see a downturn in 

stocks and question how far the market will drop and how 

long it will take to recover. Will this be like last year, when 

the market plunged in December but completely recovered by April? Or will 

this be like the 1970s, when the market fell one year, dropped the next, 

and took most of the decade to recover? What’s worse this time around is 

we have an additional unknown — how many people will this virus kill?  

With prior pandemic scares – Swine Flu, Ebola, Hong Kong Flu -- equity 

markets rebounded over the following six months. Please consider that the 

biggest mistake you can make is to sell in a panic, locking in your losses. 

Although it is natural to want to sell before everyone else sells on the 

crash, and buy before everyone else buys on the way up, getting this right 



is luck. Unless gambling is your game, you are better closing your eyes, 

gripping tight, and riding this thing out.  

So, what are we going to do about this? 

First of all, wash your hands. Stay healthy.  

Second, wait for the full testing data to come out. Chances are we 

will discover that millions of people in the US already have this virus. 

That would mean the percentage who catch it and die is no worse 

than people who catch influenza and die. If testing increases the 

denominator while keeping the numerator constant, the mortality 

percentage will drop. I don’t know if the percent will decline because 

we don’t have all the data – yet – this is what I suspect will happen. 

I want you to know that we ask the same questions as you. We look at the 

medical aspect of the virus, the public health response, the impact on the 

economy, and the effect on your investments. But, if you engaged with us 

on your investing, you will see, in no small degree, we already built into 

your portfolio the prospect of an unexpected event. We might not have 

foreseen the coronavirus, but we steered our clients into diversified 

portfolios, recommend guarantees and floors, and make sure your assets 

do not march in lockstep with each other.  

When markets drop, our team rebalances your portfolios, which helps you 

buy bargains and harvest tax losses when they occur. Our goal is to keep 

you invested so that when the market does come back, you are ready to 

ride the next wave.  

That’s my story, and I’m sticking to it.  

My view: This will not be the end of the world, and it too 
shall pass. 
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