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 2020: 1st Quarter Summary
“Nobody told me there'd be days like these / Strange days indeed” John Lennon, “Nobody Told 
Me” 

One issue now dominates the concerns of every person with access to a news feed: the spread of the 
global coronavirus pandemic, COVID-19. The subject of various governmental crisis studies and 
science-fiction novels has become a reality, and much like the results of that previous science fact and 
fiction, the real pandemic has proven difficult to analyze and control. 

Other back-burner economic issues that had been ignored as markets climbed higher all came sharply 
into focus when the stark reality of COVID-19 hit. The ramifications of a global lock-down on the trade 
wars, the oil-price dispute, excessive debt levels and slowing growth quickly amplified investors’ fears 
and caused a decline in equity prices. A flight to quality followed, and government debt and cash 
rotated as preferred asset havens as the crisis began to unfold. Investment-grade, high-yield and 
municipal bonds saw prices fall as investors sought safer assets due to concerns about liquidity and the 
ability of issuers to meet obligated payments. Companies reliant on discretionary consumer spending or 
any type of large assemblies of people quickly suffered. The U.S. Congress and central bank quickly 
stepped in to provide economic continuity through the crisis; foreign central banks and governments 
also stepped up quarantine and aid programs. These interventions are necessary and welcomed, and 
they will help assuage longer-term health fears and begin to provide economic stability to the 
beleaguered markets. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Index Q1 2020 YTD thru 
2/14/20*

2/17/20 
to 

3/31/20*
2019

BbgBarclays US HY 2% Issuer Cap <12.68%> 1.11% <13.65%> 14.32%
BbgBarclays Municipal <0.63%> 1.78% <2.37%> 7.54%
BbgBarclays Global Aggregate 1.45% 1.77% <0.32%> 8.22%
BbgBarclays US Agg Bond 3.15% 1.88% 1.24% 8.72%

Russell 1000 [Large-cap Stocks] <20.22%> 5.09% <24.08%> 31.43%
Russell 2000 [Small-cap Stocks] <30.61%> 1.27% <31.48%> 25.52%
S&P 500 <19.60%> 4.87% <23.33%> 31.49%

MSCI ACWI Ex USA NR [A ll Stocks] <23.36%> <0.22%> <23.18%> 21.51%
MSCI EAFE NR [Developed M arkets] <22.83%> <0.30%> <22.60%> 22.01%
MSCI EM NR [Emerging M arkets] <23.60%> <0.70%> <23.06%> 18.42%

U.S. Dollar 2.76% 2.84% <0.08%> 0.22%
Morningstar US Real Asset Index <10.55%> <0.71%> <9.91%> 9.87%
Bloomberg Commodity <23.29%> <6.62%> <17.85%> 7.69%
S&P GSCI Crude Oil Spot <66.46%> <14.31%> <60.86%> 34.46%
S&P United States REIT <26.90%> 6.27% <31.21%> 24.45%
S&P Global Ex US REIT <32.32%> 1.56% <33.36%> 24.75%

Source: Morningstar, Inc. USD data with dividends and interest

*Data through 2/14/20 are pre-U.S. bear market; 2/17/20 to 3/31/20 are bear market results

U.S. STOCKS

INTERNATIONAL STOCKS

REAL ASSETS

Index Returns
as of 3/31/2020
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“Oh, deep in my heart / I do believe / We shall overcome, some day" Pete Seeger, “We Shall 
Overcome” 

The arrival of COVID-19 has, sadly, provided answers to some of the questions that have been 
occupying us recently: When will we have a recession? When will stocks decline? Will interest rates go 
up or down? The virus and its attendant dislocations have also brought a new set of questions: When 
will it pass? Who will be affected? How bad will things get? What will ‘better’ look like? All that we truly 
know about the answers to these questions right now is, nobody knows. Let’s review some data related 
to the disease (which will change), and what we know and don’t know about coronavirus at this point: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

• We do know where the virus started and how it’s spreading, and that there is currently no vaccine 
or effective antibiotic to manage symptoms. 

• We also broadly know what has happened to various countries that have suffered outbreaks, how 
they managed them (e.g. lockdowns and/or enforced ‘social distancing’), and how long it took for 
various ‘levels’ of recovery. 

• We also know that the U.S. looks like it will be the hardest hit country, at least for a time. We may 
be possibly supplanted by an Asian or African nation with higher population density and/or fewer 
resources to dedicate to treatment and administering a future cure. 

• We don’t know how many people will ultimately be affected, when the infection will stop spreading, 
or how many virus ‘waves’ there might be.  

• We do know that the brightest minds in virology and biomedicine are working on protocols to treat 
the virus and are making great strides in developing a vaccine. 

• Finally, we don’t know what our lives will look like on the other side of this, but we do know that 
they’ll be different than they were just three months ago. 

 

“You've got to accentuate the positive / Eliminate the negative” Bing Crosby, “Ac-cent-tchu-ate the 
Positive” 

We can say that we know a bit more about the global economy and markets than we do about COVID-
19. 

JP Morgan Asset Management, Inc. 
Inc. 
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• We know that we are in the first-ever forced global recession; it’s expected to be as tumultuous as 
the Global Financial Crisis 12 years ago. China’s impact will be amplified by their now much-larger 
economy and their severe lockdown to control the virus. 

• There were positive aspects about the U.S. and (to a lesser extent) global economies before the 
crisis. We know that there will be a lengthy recovery from this recession, most likely ‘U shaped,’ that 
will see significant changes to companies, governments and economies on the other side.  

• We also know that unemployment claims, at least on a short-term basis, will rise to historic levels 
and the equity markets have already priced this data point into the equation. We expect that Leisure 
and Hospitality Industry workers will be most affected. 

• We know that governments and central banks quickly and appropriately offered trillions of dollars of 
direct and indirect support to the global economy and the markets (primarily for debt securities). 
Interest rates are again at a ‘zero-bound’ level.  

• We know that equity and some debt markets have suffered corrections that are at bear-market 
levels of decline. Since we don’t know how long or how severe the recession will be, it is too early 
to say that markets have bottomed. That said, opportunities abound in this market as good quality 
companies with strong balance sheets have dropped just as much as companies that are going to 
face substantial headwinds going forward. 

Financial markets have reacted violently to the growing pandemic over the last 4 weeks for several 
reasons. First, there is a tremendous amount of uncertainty about the toll to be exacted upon human 
life. This uncertainty causes the human brain to become fearful and our ingrained “fight or flight” 
response is triggered. Investors want to sell stocks to stop the “pain” they are experiencing. No less 
than four weeks ago these same investors were euphoric (perhaps too much so) about the economic 
prospects for 2020 and were snapping up equity shares and unwilling to sell.  

Second, the future health of the economy is in question. Uncertainty abounds, and when that is the 
case, investors who do not have long-term time horizons choose to sell good companies at low prices. 
Short-term traders also enter the picture taking advantage of the volatility to make money on both the 
short and long side.  

Finally, we know that capitalism should be a ‘creative destruction’ process. Some companies shouldn’t 
– and won’t – make it through this crisis. Every company and every investor will need to think more 
intently about the sources and uses of capital, the value of cash, and the quality of balance sheets. 
With this realization, the mantra of diversification that we preach becomes even more important in an 
investor’s portfolio.  

“Keep on smilin' through the rain / Laughin' at the pain / Just flowin' with the changes” Wet 
Willie, “Keep on Smilin’” 

The most important thing that we don’t yet know is how this crisis will affect each of us and our friends 
and families. We should expect changes, both big and small, to the way we know life to be. Some will 
occur quickly. We’re now experiencing a health crisis and severe financial dislocations in a world with 
more powerful and prevalent technology than we had 12 years ago during the global financial crisis.  

So, we ask ourselves, what should we do now and in the immediate future? First and most important, 
take care of ourselves, and endeavor to help others if we can. We should also ask ourselves, what 
changes do I need to make and am I comfortable making? Those answers will affect the way we live 
and how we invest. 
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On the investment front, we will all need to revisit our expectations and plans, just as we did a decade 
ago. We should expect to make changes, again some big, some small. Over the past four weeks we 
have been actively rebalancing our portfolios back to their target allocations. Equities have declined 
while bonds have maintained their relative value. This means portfolios may have a higher allocation to 
fixed income than required. We have been repositioning portfolios by selling fixed-income investments 
and redeploying those assets into stocks, which may now be a value due to market declines. We are 
following our “play book”: we do not ‘panic sell’ and raise cash if your goals remain the same. We 
rebalance portfolios by selling over-weighted assets to buy assets that are underweighted.  

Finally, we believe there’s no time like the present to begin looking forward and being proactive. 
Opportunities abound for investors who can look beyond the short-term market turmoil and envision 
what life and our economy look like on the other side of this self-imposed economic shutdown. Panic 
selling and liquidating equities might make an investor feel good in the short-term, but it is the wrong 
course of action if they believe that 18 months from now the economy will resume its growth trajectory. 
Small business owners and corporations are resilient. Many have already begun to pivot to serve their 
customers in the new social and economic realities we are facing today. More will follow and our 
economy will recover. If you believe in capitalism and free markets, the best course of action is to 
assess your short-term needs, review your financial plan and make the adjustments necessary to 
weather the storm. 

As always, please feel free to contact us with your comments and questions.  

-Your Wealth Management Team at JJ Burns & Company 
 
Disclosure: J.J. Burns & Company, LLC is a registered investment adviser with the U.S. Securities & Exchange Commission and maintains notice filings with the States of New York, Florida, 
Pennsylvania, New Jersey, Connecticut, California, Maryland, Massachusetts and South Carolina. J.J. Burns & Company, LLC only transacts business in states where it is properly 
registered or excluded or exempted from registration. Follow-up and individualized responses to persons that involves either the effecting or attempting to effect transactions in securities, or 
the rendering of personalized investment advice for compensation, as the case may be, will not be made absent compliance with state investment adviser and investment adviser 
representative registration requirements, or an applicable exemption or exclusion. 
 
The foregoing content reflects the opinions of JJ Burns & Company, LLC and is subject to change. Content provided herein is for informational purposes only and should not be used or 
construed as investment advice or a recommendation regarding the purchase or sale of any security. There is no guarantee that the statements, opinions or forecasts provided herein will 
prove to be correct. Past performance may not be indicative of future results. Securities investing involves risk, including the potential for loss of principal. There is no assurance that any 
investment plan or strategy will be successful, or that markets will recover or react as they have in the past. 
 
Unless otherwise stated, performance numbers refer to indexes, which cannot be invested in directly and have no fees or trading expenses associated with them. All index data provided by 
Morningstar, Inc. 
 
Russell data © Russell Investment Group 1995–2020, all rights reserved. Dow Jones data provided by Dow Jones Indexes. MSCI data © MSCI 2020, all rights reserved. S&P data provided 
by Standard & Poor’s Index Services Group. © 2020 Merrill Lynch, Pierce, Fenner & Smith Inc.; all rights reserved. Citigroup bond indices © 2020 by Citigroup. Barclays data provided by 
Barclays Bank PLC. Indices are not available for direct investment; their performance does not reflect the expenses associated with the management of an actual portfolio. 
 
Investing risks include loss of principal and fluctuating value. Small cap securities are subject to greater volatility than those in other asset categories. International investing involves special 
risks such as currency fluctuation and political instability. Investing in emerging markets may accentuate these risks. Sector-specific investments can also increase these risks.  
 
Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed-income investments are subject to various other risks, including changes in 
credit quality, liquidity, prepayments, and other factors. REIT risks include changes in real estate values and property taxes, interest rates, cash flow of underlying real estate assets, supply 
and demand, and the management skill and creditworthiness of the issuer. 
 
The Russell 1000 Index measures the performance of the large-cap segment of the U.S. equity universe. It includes approximately 1000 of the largest securities based on a combination of 
their market cap and current index membership. The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. It includes approximately 2000 of 
the smallest securities based on a combination of their market cap and current index membership. 
 
The Barclays US Corporate High Yield 2% Issuer Capped Bond Index is an issuer-constrained version of the flagship US Corporate High Yield Index, which measures the USD-denominated, 
high yield, fixed-rate corporate bond market. The index follows the same rules as the uncapped version but limits the exposure of each issuer to 2% of the total market value and redistributes 
any excess market value index wide on a pro rata basis. The Barclays U.S. Aggregate Index covers the USD-denominated, investment-grade, fixed-rate, taxable bond market of SEC-
registered securities. The Barclays US Municipal Bond Index is a broad-based benchmark that measures the investment grade, US dollar-denominated, fixed tax-exempt bond market. The 
index includes state and local general obligation, revenue, insured, and pre-refunded bonds. The Barclays Global Aggregate Index is a flagship measure of global investment grade debt from 
twenty-four local currency markets. This multi-currency benchmark includes treasury, government-related, corporate and securitized fixed-rate bonds from both developed and emerging 
markets issuers. Returns hedged to various currencies are published for multi-currency indices. 
 
The Morningstar® US Real Asset Index is a diversified portfolio of four different asset classes that have historically displayed high sensitivity to inflation. Real assets are defined as TIPS, 
commodity futures-based strategies, real estate investment trusts, and inflation-sensitive equities such as upstream commodity stocks and master limited partnerships 
 
The S&P U.S. REIT Index defines and measures the investable universe of publicly traded real estate investment trusts domiciled in the United States. The S&P Global ex US REIT index is 
a comprehensive benchmark of publicly traded equity REITs listed in both developed and emerging markets, excluding the United States. The S&P 500® index includes 500 leading 
companies and captures approximately 80% coverage of available market capitalization. The S&P GSCI is designed as a benchmark for investment in the commodity markets and as a 
measure of commodity market performance over time. It is also designed as a tradable index that is readily accessible to market participants. 
 
The MSCI ACWI ex USA Index captures large and mid-cap representation across 22 of 23 Developed Markets (DM) countries (excluding the US) and 23 Emerging Markets (EM) countries. 
The MSCI EAFE Index is an equity index which captures large and mid-cap representation across Developed Markets countries around the world, excluding the US and Canada. The MSCI 
Emerging Markets Index captures large and mid-cap representation across 23 Emerging Markets (EM) countries. 
 
The Bloomberg Commodity Total Return index is composed of futures contracts and reflects the returns on a fully collateralized investment in the BCOM. The index currently represents 20 
commodities, which are weighted to account for economic significance and market liquidity. 


