
Dear Clients and Friends,

Monday was another market milestone, with the Dow dropping almost 3,000 points in a single day.  

Monday the 16th displaced Thursday the 12th as the second-largest one day market decline ever.  

The chart below shows how much market volatility has picked up in the wake of  the spread of  the 

coronavirus.  There have been strong market gains in this sudden bear market as well as sharp 

declines.



Market swings of  such magnitude are a manifestation of  the very high level of  uncertainty that 

investors face.  Three crucial variables remain unclear: 

1) how much further will the virus spread and what measures will be necessary to ultimately 

contain it?  

2) how much negative impact on supply and demand will these measures create? 

3) how large will the offsetting global fiscal stimulus be, and when will it arrive?   Until there 

is more clarity about each of  these three questions, market volatility will remain high. 

With regard to the first question, containment in the US is currently being done in patchwork 

fashion at the state level and testing is still very limited.  Several states with large populations, such 

as Texas, have so far done little to encourage social distancing to slow the spread of  the contagion.  

With regard to the second, the “demand shock” caused by the virus could be very large.  The US is 

overwhelmingly a services-based economy, and many of  these services involve personal interactions 

(e.g., dining at a restaurant, visiting the dentist, going to the gym).  Even when the virus abates, 

much of  the foregone demand for these services will be a deadweight loss.  Consumers will not 

increase their consumption to make up for the past, and in the wake of  this virus outbreak, 

consumers may be reluctant to spend.  They may, for example, fear being laid off  and wish to build 

up their savings.  Fiscal stimulus is therefore vital, particularly to offset the second-order effects of  

the crisis and prevent a cascading decline in consumption (e.g., the bartender who is no longer 

getting tips can no longer pay his rent or afford new shoes).  

The market has never fallen this far, this fast.  The chart below illustrates the record-setting pace of  

the descent into a bear market of  the past weeks: 

Source: Bloomberg

In such a volatile and uncertain environment, it is important to resist the temptation to make sudden 

changes to your long-term investment strategy. This is not a market to “trade.” Experience in past crises 

shows that it is best to continue to follow your plan, rebalance and stay disciplined. This is of  course 

difficult to do in practice. As I mentioned in my update last week, we are cautiously looking for 

opportunities, but we will be patient until there is greater clarity about the impact of  the virus. The 

recent experience of  Italy remains our model for the future in the US, unfortunately. Most western 

countries are on a similar, alarming trajectory at this point. It is quite possible that the impact of  the 

virus will increase rapidly and further lock downs will be necessary. 



I hope that you and your loved ones are safe and healthy, and that you find these updates helpful.  I 

would be glad to answer any questions you may have.

Best,

Todd



Choate Investment Advisors offers objective, independent, institutional-quality investment management tailored to the
needs of each client.

With $5.2 billion in assets under management*, Choate Investment Advisors ranks as one of the leading independent
investment advisors in the country. Choate Investment Advisors offers comprehensive, integrated wealth management
to high net worth individuals and families, providing a range of well-diversified investment strategies across the risk
spectrum. Our open-architecture approach and substantial assets allow us to select from a wide array of asset classes
and to work with the highest quality investment vehicles. As a subsidiary of Choate Hall & Stewart, our clients receive
world-class estate tax planning and other family office services.

*AUM as of 12/31/2019

If you have any questions, please contact your Choate Investment Advisors team.
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