
 

 

March 23, 2020 SPECIAL UPDATE 

 
 
 

 
Economic Indicators 

 12/31/2019 1/31/2020 2/28/2020 3/20/2020 

3-Month Treasury Rate 1.55% 1.55% 1.27% 0.05% 

10-Year Treasury Rate 1.92% 1.51% 1.13% 0.92% 

ICE BAML High Yield OA Spread 3.60% 4.03% 5.06% 9.8%* 

Fed Funds Rate Upper Target 1.75% 1.75% 1.75% 0.25% 

Unemployment Rate 3.50% 3.60% 3.50% n/a 

WTI Crude Oil Spot ($/bbl) $61.06 $51.56 $44.76 $22.43 

VIX Index Level 13.78 18.84 40.11 66.04 

U.S. Mfg PMI (IHS Markit) 52.4 51.9 50.7 n/a 

U.S. Service PMI (IHS Markit) 52.8 53.4 49.4 n/a 

Consumer Sentiment (Michigan) 99.3 99.8 101.0 95.9 

U.S. Hotel Occupancy (STR)† 48.5% 57.6% 64.1% 53.0% 

*As of 3/14/2020. †As of 12/28/2019, 2/1/2020, 2/29/2020, and 3/9/2020, respectively.  

Dire Short-Term, Hopeful-Long Term Outlook 
Short-term projections turned rather bleak during the week ended March 20, but there are 
reasons to believe that the long-term outlook remains positive. Recent projections for a decline 
in U.S. GDP range from 3% to 12.5% unannualized (12% to 50% annualized) in the second 
quarter, while unemployment is projected to hit a high of anywhere between 9% and 30%. That 
compares to a decline in U.S. GDP of about 5% and 25% during the Great Recession of 2007-
2009 and the Great Depression of 1929-1939, respectively, and an average decline in GDP of 6% 
among the countries impacted by the 1918 flu pandemic. U.S. unemployment hit about 10% 
and 25% during the Great Recession and Great Depression, respectively.1,2 In other words, we 
could see the impact of a full recession in a single quarter.  
 

 
1 “Top Economists See Echoes of Depression in U.S. Sudden Stop,” Bloomberg. 
https://www.bloomberg.com/news/articles/2020-03-22/top-economists-see-some-echoes-of-depression-in-u-s-
sudden-stop. March 22, 2020. 
2 “The Worst of the Global Selloff Isn’t Here Yet, Banks and Investors Warn,” Wall Street Journal. 
https://www.wsj.com/articles/the-worst-of-the-global-selloff-isnt-here-yet-banks-and-investors-warn-
11584877018. March 22, 2020. 

https://www.bloomberg.com/news/articles/2020-03-22/top-economists-see-some-echoes-of-depression-in-u-s-sudden-stop
https://www.bloomberg.com/news/articles/2020-03-22/top-economists-see-some-echoes-of-depression-in-u-s-sudden-stop
https://www.wsj.com/articles/the-worst-of-the-global-selloff-isnt-here-yet-banks-and-investors-warn-11584877018
https://www.wsj.com/articles/the-worst-of-the-global-selloff-isnt-here-yet-banks-and-investors-warn-11584877018


 

 
 

 

On Monday morning, in response to the weakening domestic economy and limited liquidity in 
fixed-income markets, the Federal Reserve in partnership with the Treasury Department 
announced a massive new program that will include the purchase of Treasuries, asset-backed 
securities, corporate bonds, and municipal bonds along with a direct lending program to 
corporations. The asset purchase program is an open-ended commitment with no limits to the 
amount of asset purchases. The surprise move by the Federal Reserve resulted in a large swing 
in morning futures markets with Dow futures moving from a loss of 4.5% to a gain of 4.5% 
within minutes. That being said, the focus for the rest of today will likely be on any 
developments from Congress regarding fiscal stimulus.  
 
The good news is that with significant fiscal stimulus, the recession could be short-lived. There 
are signs that such a stimulus is coming shortly. On Sunday, March 22 the U.S. Senate failed to 
pass a fiscal stimulus package of about $2 trillion, largely due to differences of opinion on how 
to deploy the stimulus. However, both political parties and the president seem to have a sense 
of urgency and the proposed size of the stimulus package (at about 9% of GDP) is in line with 
what economists would expect for a recession as deep, albeit not as long, as the Great 
Recession. We anticipate that both parties will come to a compromise soon. 
 
Politicians can also look to lessons learned from the Great Depression and the early days of the 
Great Recession. The Great Depression was caused by a negative demand shock from loss of 
confidence after the market crash of 1929 (known as the Keynesian explanation) and by a 
decline in money supply due to bank failures (known as the monetarist explanation). The 
recession was exacerbated and extended by 1) policies that further contracted money supply 
and 2) cuts in federal spending as the government tried to maintain a balanced budget. Trade 
barriers and tariffs were factors as well. Capital was essentially lost in the early days and never 
redeployed. Even in the early days of the Great Recession, austerity was imposed on Greece 
and other countries, which further depressed demand. Contrast that to today’s response where 
the Federal Reserve has reduced the federal funds rate to close to 0% and is implementing 
extensive quantitative easing (purchases of bonds to bring down interest rates), while the 
federal government is negotiating an historic fiscal stimulus package. Additionally, many 
automatic stabilizers that did not exist in 1929, such as unemployment insurance, food 
programs, and Medicaid, help provide a fast response to recessionary pressures. For all these 
reasons, a comparison to the Great Depression is not entirely meaningful, especially if a fiscal 
stimulus can help preserve confidence and capital while COVID-19 is contained to allow 
demand to return shortly afterward. For example, industrial production is returning, albeit 
slowly, to Wuhan, the epicenter of the outbreak. 
 



 

 
 

 

There are risks, of course. Monetary policy appears to be nearing its limits, a fiscal response 
needs to be coordinated globally, many countries are already highly indebted and running large 
fiscal deficits (including the U.S., although it has the benefit of being able to borrow at 
historically low rates in the world’s primary reserve currency), and the underlying cause of the 
current demand shock must be addressed for monetary and fiscal policies to be effective. A 
frequently cited aspirational milestone is to “flatten the curve,” or slow down the growth in 
new COVID-19 cases as soon as possible as the growth rate can be exponential if unchecked.3 
South Korea, a country that implemented early widespread testing, is an example of a success 
story. The U.S. did not implement such early testing, but federal and state governments are 
taking steps to address COVID-19 and avoid an example of a bad case scenario, such as Italy. 
Thus, there is reason to believe that the medium- to long-term outlook of the U.S. economy is 
positive, even if the consensus is that we are now in, or about to enter, a severe short-term 
recession. 
 

Change in Market Indices 

as of 3/20/2020, not annualized MTD YTD 1 Year 3 Year 

S&P 500 PR -21.98% -28.66% -18.63% -3.08% 

Russell 2000 PR -31.33% -39.23% -34.80% -27.14% 

MSCI EAFE PR USD -22.98% -31.57% -26.92% -22.52% 

MSCI Emerging Markets PR USD -20.12% -27.94% -25.00% -16.81% 

Barclays U.S. Aggregate Bond TR -3.61% 0.01% 6.89% 12.43% 

Barclays High Yield Corp TR -16.96% -18.11% -12.30% -3.41% 

Barclays Global Agg Bond TR USD -6.19% -5.68% -2.14% 5.41% 

Volatility Now, Potential Growth Later 
Last week was a very volatile one. On March 16, the VIX index reached its highest level on 

record at 82.7, compared to a peak of 80.9 during the Great Recession. The S&P 500 Index saw 

4% or greater daily movements in four of the five days of the week. WTI crude oil declined 

24.4% on March 18, its third largest daily decline on record. The following day, it jumped 

23.8%—its largest daily gain on record—after President Donald Trump directed the U.S. 

Department of Energy to buy up to 30 million barrels for its Strategic Petroleum Reserve. Even 

on the fixed-income side, the iShares Barclays 20+ Year Treasury Bond ETF (Nasdaq: TLT), which 

launched in 2002, had its two largest daily gains on record on March 16 and 20 (up 6.5% and 

 
3 “Flattening the COVID-19 Curves,” Scientific American. 
https://blogs.scientificamerican.com/observations/flattening-the-covid-19-curves/. March 17, 2020. 

https://blogs.scientificamerican.com/observations/flattening-the-covid-19-curves/


 

 
 

 

7.5%, respectively), and its two largest daily declines on record on March 17 and 18 (down 6.7% 

and 5.6%, respectively).  

The week of March 23 could be another volatile week as governments negotiate and disagree 

on fiscal stimulus packages, and as the spread of COVID-19 continues to develop. 

Unfortunately, volatility is likely to continue for some time until there is more concrete 

evidence that the growth rate COVID-19 infections has been tamed. 

While such volatility and bleak projections can be scary, it can perhaps be useful to see how the 

S&P 500 Index has reacted in the prior six occasions on which it has declined more than 30% 

from its peak (as of March 20, the index was down 32% from its February 19 peak). The table 

below outlines the change in the level of the S&P 500 Index, excluding dividends, in the months 

and years following a 30% decline. Except for the Great Depression, which we indicated earlier 

may not be an appropriate comparison, the index proceeded to have positive returns in the 

following three and five years. The average for three and five years would be significantly 

higher if the Great Depression were not included. 

Change in S&P 500 Index After a 30% Decline from Peak 
Market Peak 

Date 
30% Decline 

Date 
3 Months 

Later 
6 Months 

Later 
1 Year 
Later 

3 Years 
Later 

5 Years 
Later 

9/16/1929 10/29/1929 9.4% 21.0% -14.1% -65.3% -61.5% 
11/29/1968 5/14/1970 -0.3% 10.5% 35.5% 40.4% 22.3% 
1/11/1973 7/5/1974 -25.5% -15.5% 12.8% 19.6% 22.4% 
8/25/1987 10/19/1987 10.9% 14.7% 23.2% 39.0% 84.6% 
3/24/2000 9/17/2001 9.2% 12.3% -15.9% 8.6% 27.0% 
10/9/2007 10/6/2008 -11.6% -20.9% -0.2% 10.2% 60.0% 
AVERAGE 

 
4.4% 11.4% 6.3% 8.8% 25.8% 

Source: S&P  

For those with a medium- to long-term investing horizon, it is therefore important to remain 

invested, dollar-cost average to avoid timing the market, and rebalance as appropriate. 

Information Portal 
Be sure to visit the Coronavirus Market Impact page on Advisor Portal—your one-stop online 
hub for resources on COVID-19’s impact on the markets. On the page, you’ll find relevant and 
timely insights from the Advisor Group Product Research Team and our Strategic Partners. 
Check back frequently for the most up-to-date information. 
 

https://www.v2020.com/news_alert.aspx


 

 
 

 

Advisor Group is closely monitoring market conditions and is here to assist you with reviewing 
developments. The current volatility serves as a reminder to your clients of the importance of 
maintaining diversified portfolios across multiple asset classes. Timing the market is a very 
difficult task as market conditions can change abruptly. It is prudent for clients to maintain a 
long-term investing approach.  
 
If you have any questions about financial markets or investments that are offered at Advisor 
Group, please feel free to contact the Sales Desk at 800-558-7735 or you may reach Product 
Research by email at agr@advisorgroup.com. 
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