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In the Valley 
After the swiftest descent into a bear market in the S&P’s 63-year history, 
followed by a ~25% rally during late March and early April, the market has been 
taking a breather and trading sideways for the past few weeks. YTD, the S&P is 
now down 12%. We believe investors were in a bit of a holding pattern as they 
awaited more concrete news from company earnings reports and are now 
gearing up for the next wave of real time data as some states begin lifting 
restrictions. We’ve gone from a “V” to a “U” to a Nike® “swoosh” as possible 
recovery scenarios and are currently “in the valley”, feeling our way out. 

Q1 Earnings Have Been Mixed 

We are about half way through what’s been the weakest earnings season in 
more than a decade. Fewer companies beat what were already washed-out 
earnings estimates than in past quarters and we have learned that not even 
Amazon, which has been somewhat of a shelter during the selloff, is safe from 
the economic fallout COVID-19 can do. Company sales, on average, are holding 
up better, but profits are taking more of a hit. So far, healthcare, consumer 
staples and technology have posted earnings growth, while industrials, financials 
and consumer discretionary posted losses. Company CEOs unfortunately had 
little guidance as to what’s in store for the rest of Q2, as they too are taking 
things day-by-day.  

Some States Ease Restrictions but Demand May Not Return as Strong 

Here in California, we are beginning our eighth week of quarantine just as many 
other states are beginning to open back up. From hair salons to bakeries, nine 
states have lifted many restrictions. Other states are watching closely to see if 1) 
demand returns; and 2) the virus reverses course and cases rise. We anticipate it 
will be awhile before businesses get back to normal trends. A survey cited in the 
Wall St. Journal showed 1 in 7 Americans won’t visit a sit-in restaurant and 1 in 4 
won’t go to a movie for at least six more months1. 

A Global Recession is Upon Us 

Amidst all this is the harsh reminder this is a global pandemic. Data from last 
week showed Europe’s economy shrank far worse than the US in Q1 (they also 
entered quarantine earlier). Manufacturing and service PMI for the US, Eurozone 
and Japan had its steepest decline ever in April. US consumer spending data had 
its biggest decline on record. Every country is undoubtably in a recession, though 
China is ahead of the pack in the recovery and does provide a glimmer of hope of 
what is in store for the rest of us.  

We Cannot Say It Enough… Stay Invested and Stay the Course! 

Yes, we are in the midst of a very bad time. Yes, economic and earnings data 
aren’t great… and yes, the market is volatile at times. That is why it is important 
to keep a diversified portfolio designed to reduce overall downside risk. Yes, the 
market dropped 34% in a month’s time, and yes, the market rallied up 25% in the 
immediate weeks that followed. Therefore, we stay invested, we stay the course 
and long-term, your portfolio will be stronger. 

                                                             
1 Lovett, Findell, Nassaur (2020, 5/1) America Looks to Reopen From Coronavirus but Disagrees About How. WSJ 



 

PLANNING 

Cleaning out the garage? Organizing the kitchen? Here are a few other items that 
tend to be pushed to the “back burner” that you might want to consider tackling: 

HELOC 

A Home Equity Line of Credit is often used for home repairs and renovations 
(interest may be deductible) and is also a great emergency fund. 

Living Trust/Will 

A living trust is a written legal document. Assets are placed in a trust for your 
benefit, then transferred to beneficiaries upon your death. Living trusts allow you 
to avoid probate (court), save money by avoiding probate (think legal fees), and 
maintain the privacy of your estate (avoid public display in court). A Will, also a 
written legal document, is a plan for the distribution of your assets upon your 
death. With a Will, however, assets may still end up in probate. It’s best to speak 
with an estate attorney for further details on which is best for you. 

Reviewing Beneficiaries & Titling on Accounts 

This is critical folks! It goes hand-in-hand with our Wills and Trusts. In the event 
of your death, making sure you have the correct beneficiaries and titling on your 
accounts ensures your estate passes to your heirs as intended. We are happy to 
talk through this more with you.  

Cleaning out your file cabinets: Save or Shred?! 

Do you have a lot of bank statements piling up that you don’t know what to do 
with? Technically speaking, you need to keep those documents for six years. 
However, if you have online access to your statements, they are archived at 
Northwestern Mutual, so we recommend keeping your last year-end and latest 
monthly statement. If you’ve transferred over from another brokerage, it’s a 
good idea to keep those statements as you may no longer have online access.  

   

Until we meet (in-person) again, 
Kristin & Team  
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