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COVID-19 Becomes a Global Pandemic  

The COVID-19 pandemic has spread quickly around the world, impacting over 200 countries with approximately 2.5 
million confirmed cases and nearly 200,000 deaths. The US has now become the epicenter of the pandemic with over 
800,000 confirmed cases.1   
 
Aggressive Social Distancing is Flattening the Curve 

Stay at home policies around the world have shown success in slowing the spread of COVID-19 which has helped 
hospital systems respond more effectively to the influx of patients. Some cities/countries are now looking to relax 
restrictions but a full return to normalcy is unlikely without a vaccine. For example, Singapore, which had been successful 
in initially containing the virus, is now being forced to implement tighter restrictions as they see new highs in the number 
of cases. 
 
Virus Reaction Producing a Devastating Economic Collapse 

While we are starting to see positive progress in the fight to contain the virus, we are just coming to terms with the 
economic fallout, which is the worst since the 1930s. Over 26 million Americans have filed unemployment claims in just 
the past five weeks, representing more than 15% of the US labor force.2 Companies are confronting a harsh reality of 
limited to no economic activity for several months, and many are struggling to even provide forward earnings guidance. 
We expect many companies will not survive. 
 
Unprecedented Market Moves  

The market reaction to the crisis was breathtaking in terms of magnitude and speed, with the global stock market declining 
34% from February 19th through March 23rd. The VIX, a measure of the implied volatility in the US equity market, 
reached its highest ever recorded level of 83 in mid-March (more than 4x the normal level). Margin calls created forced 
selling for many leveraged players in credit markets, producing a dramatic rise in credit spreads across corporate, 
mortgage and municipal markets. During two weeks of particularly frenzied selling in March, high yield markets 
experienced five of their 10 worst days in the past 20 years. The oil price ended the quarter down over 60% as the 
market faced massive demand destruction combined with a price war initiated by Saudi Arabia.3  
 
Modern Monetary Theory is on Full Display  

Governments around the world have responded forcefully to the crisis. In the US, the Federal Reserve cut interest rates 
to zero, announced “unlimited” quantitative easing and provided backstops for several credit markets. Congress also 
passed three stimulus packages which provided over $2.5 trillion in support to households and businesses. These actions 
are driving a massive expansion in the Fed balance sheet which is being used to finance a 2020 fiscal deficit that is 

 
1 Source: WorldOMeter, COVID-19 Coronavirus Pandemic Data, 4/21/20. https://www.worldometers.info/coronavirus. 
2 Source: U.S. Employment and Training Administration, Initial Claims [ICSA], retrieved from FRED, Federal Reserve Bank of St. Louis, April 20, 2020; 

https://fred.stlouisfed.org/series/ICSA. 
3 Source: Bloomberg. Global equity data corresponds to the daily performance of the MSCI ACWI Index. VIX data corresponds to the CBOE Volatility Index, a 

measure of the 30-day implied volatility of the S&P 500 Index. US high yield data corresponds to the daily performance of the Bloomberg Barclays High Yield 
Index. Please see index disclosures for more detail on final page.  
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projected to be nearly 20% of GDP.4 This coordination of fiscal and monetary policy is known as “Modern Monetary 
Theory” and is likely to be the template for policy going forward. 
 
Massive Forces at Play  

Tremendous market volatility is being driven by two competing and massive forces – (1) the economic collapse resulting 
from the virus and (2) the explosion in money printing. In late February and early March, the economic collapse drove 
the market crash, while the government response has since helped to stabilize asset prices. We are uncertain as to how 
these forces will net out going forward but do expect market volatility to remain elevated. 
 
Timeline for Recovery is Uncertain 

With efforts to contain the virus ongoing and little potential for a vaccine in the next 12 months, economic activity is likely 
to be impacted for an extended period of time. As we’ve discussed in the past, we are concerned about the ability of 
governments to effectively stimulate with interest rates at zero and large fiscal deficits. As a result, we do not expect a V-
shaped recovery and are worried about prolonged economic weakness. 
 
Benefits of a Balanced Portfolio 

While growth-dependent assets – equities and industrial commodities – have experienced large losses, safe haven 
assets – gold, TIPS and Treasury bonds – benefitted from the expectation of slower growth. A balanced portfolio of 
these assets has held up relatively well.  
 

Asset Class Index 
2020 YTD 

Bear Market 
2019 

Bull Market 

Global Equities MSCI ACWI Index -21% +27% 

Commodities Bloomberg Commodities Index  -23% +8% 

Treasuries Barclays US Aggregate Long-Term Treasury Index +21% +15% 

TIPS Merrill Lynch 15+ Yr. US Inflation-Lkd. Bonds Idx. +9% +18% 

Gold Spot Price of Gold (% change) +4% +18% 

Average Equal-Weighted Average  -2% +17% 

Source: Bloomberg. 2020 YTD: 12/31/19 – 3/31/20. 2019: 12/31/18 – 12/31/19. Please see index disclosures for more detail on final page.  

 
1930s Parallels 

There are many analogues between the current period and the 1930s. During that environment, we had high debt levels, 
short-term interest rates near zero, a large increase in the money supply and government purchases of bonds in order 
to limit increases in long-term interest rates. Extreme wealth gaps produced a rise in populism, which led to increasing 
tensions among different countries and ethnic groups. We believe it is critical for investors to be well diversified to the 
wide range of potential outcomes, many of which have the potential to destroy wealth (deflation, inflation, currency 
crises, higher taxes, etc.).

 
4 Source: Reuters.com, Business News, ‘U.S. deficit to soar to record $3.8 trillion…’, April 13, 2020 
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IMPORTANT INFORMATION 

Past performance is not an indication of future results. 

Advanced Research Investment Solutions, LLC (“ARIS”) and Evoke Wealth, LLC (“Evoke Wealth”) (collectively referred 
to hereinafter as “Evoke Advisors”) are SEC-registered investment advisers that provide investment advisory services and 
investment consulting services to a select set of clients and pooled investment vehicles. None of Evoke Advisors’ services 
are intended to represent a complete investment program.  

This publication is for educational, illustrative and informational purposes only and does not represent investment advice 
or a recommendation of or as an offer or solicitation with respect to the purchase or sale of any particular security, 
strategy or investment product, or any Evoke Advisors investment product mentioned herein. Past performance is not 
indicative of future results.  

Different types of investments involve varying degrees of risk, including possible loss of the principal amount invested. 
Therefore, it should not be assumed that future performance of any specific investment or investment strategy (including 
the investments and/or investment strategies recommended and/or undertaken by Evoke Advisors), or any non-
investment related content, will be profitable, equal any corresponding indicated historical performance level(s), be 
suitable for a client’s portfolio or individual situation, or prove successful. Nothing contained herein is intended to predict 
the performance of any investment. There can be no assurance that actual outcomes will match the assumptions or that 
actual returns will match any expected returns.  

This publication does not constitute, and should not be construed to constitute, an offer to sell, or a solicitation of any 
offer to buy, interests in any Evoke Advisors-sponsored fund, which can only be made by means of an offering 
memorandum and other governing documents for the respective fund. 

This publication does not take into account your particular investment objectives, financial situation or needs, should not 
be construed as legal, tax, financial or other advice, and is not to be relied upon in making an investment or other 
decision. 

Certain information contained herein constitutes forward-looking statements (including projections, targets, 
hypotheticals, ratios, estimates, returns, performance, opinions, activity and other events contained or referenced 
herein), which can be identified by the use of terms such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” 
“estimate,” “intend,” “continue” or “believe” or other variations (or the negatives thereof) thereof. Due to various risks, 
assumptions, uncertainties and actual events, including those discussed herein and in the respective analyses, actual 
results, returns or performance may differ materially from those reflected or contemplated in such forward-looking 
statements. As a result, you should not rely on such forward-looking statements in making any investment decisions. 

Certain information contained herein has been obtained or derived from unaffiliated third-party sources and, while 
Evoke Advisors believes this information to be reliable, neither Evoke Advisors nor any of its affiliates make any 
representation or warranty, express or implied, as to the accuracy, timeliness, sequence, adequacy or completeness of 
the information.  

The information contained herein and the opinions expressed herein are those of Evoke Advisors as of the date of writing, 
are subject to change due to market conditions and without notice, and have not been approved or verified by the United 
States Securities and Exchange Commission (the “SEC”), the Financial Industry Regulatory Authority (“FINRA”), or by 
any state securities authority.  

This publication is not intended for redistribution or public use without Evoke Advisors’ express written consent. 

 


