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Dear Clients and Friends,

Last week was the worst in the markets since 2008, with the stock market falling 15% in a
single week. As of Friday, stocks were down approximately 30% for the year. The Choate
team remembers 2008 well. We have been reflecting on that experience as we prepare
ourselves and our clients for another volatile and challenging period, and are grateful to have
the lessons of that crisis to draw upon now.

As in 2008, market swings have been dramatic. Stock markets have recently moved up and
down several times by around 10% (a year’s worth of returns) in a single day. The market
has begun to resemble a casino rather than an orderly value discovery mechanism. This
reflects the unprecedented and highly uncertain prospects of a modern globalized consumer-
based economy facing a global pandemic that will require large-scale lockdowns.

As mentioned in the last update, we are closely watching three key variables: 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? and 3) how large will the
offsetting fiscal stimulus be, and when will it arrive?
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Unfortunately, developments on the first two factors are daunting, and we are therefore
maintaining our defensive investment posture. The virus has spread widely and has already
created significant economic costs. It is clear that the United States is on a steep trajectory with

many other Western nations:

Country by country: how coronavirus case trajectories compare

Cumulative number of cases, by number of days since 100th case
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With regard to the third factor of stimulus, we never thought we would be grateful for 2008, but
it did teach the Federal Reserve valuable lessons about managing a severe financial crisis. The
Fed has been quick to act, and the lessons of 2008, so painfully learned, are being applied
aggressively. One can only imagine how much more challenging the economic situation would
be if the Fed had not been through the experience of 2008.

In the current crisis, the new learning will be about fiscal policy. Policymakers are wrestling with
the unique challenge of attempting to temporarily shut down large parts of the economy for a
period of time for the sake of public health. California, which by itself is the world’s fifth-largest
economy (about the size of the UK), is under lockdown. It is encouraging that the proposed
fiscal stimulus is now being measured in the trillions of dollars, as a massive scale will be
necessary to replace lost demand and minimize the second-order effects of social distancing. As
with monetary policy in 2008, we expect to see ongoing fiscal escalation as measures once
thought to be overwhelmingly large prove to be insufficient.
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To put the dramatic market volatility into context, we analyzed past instances where the market fell by
more than 20% going back to the 1960s. The table below summarizes these major declines, which

happened in almost every decade:

Duration
1/3 Price Full Price Peak to Full
Decline Recovery Recovery Price Recovery
Market Correction Start of Decline Trough  Price Decline (Months) (Months) (Months) (Years)
Global Financial Crisis Oct-07 Feb-09 -53% 17 5 50 5.6
Tech Bubble Mar-00 Sep-02 -46% 31 14 57 7.4
1987 Crash Sep-87 Nov-87 -30% 3 3 20 1.9
Volker Tightening Nov-80 Jul-82 -24% 21 2 5 2.2
OPEC Oil Embargo Jan-73 Sep-74 -46% 21 5 71 7.7
Tech Crash of 1970 Dec-68 Jun-70 -33% 19 5 23 35
Flash Crash of 1962 lan-62 Jun-62 -23% 6 5 16 19
Average -36% 17 6 35 4.3
10 - Time Required to Recover from Market Declines
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Source: Bloomberg; uses monthly price returns from 1962 through 2018 for the S&P 500 Index.

The average time the market took to recover from these major declines was just over four years, and
one-third of the loss was recaptured an average of six months after the market bottomed. We
remember that some days in 2008 felt completely overwhelming, but one important lesson from that
time was that it eventually ended. This will also end, and the resilience of the American economy will
again be demonstrated, as it has in the past. To quote John Stuart Mill’s 1848 work, Principles of

Political Economy:

What has so often excited wonder [is] the great rapidity with which countries recover from a state of

devastation, the disappearance, in a short time, of all traces of the mischiefs done by earthquakes, floods,
hurricanes, and the ravages of war. An enemy lays waste to a country by fire and sword, and destroys or
carries away nearly all the moveable wealth existing in it: all the inhabitants are ruined, and yet in a few
years after, everything is much as it was before.

We hope you stay safe and healthy in the days and weeks ahead. We remain focused on the well-being
of our clients and will do all we can to help them weather the storm and to be ready for the
opportunities that it will create.

Best,
Todd

Managing Director
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For More Information

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.

Tamer M. Alamuddin, CFA 617-248-4822 | talamuddin@choateia.com

Geraldine L. Alias 617-248-4044

galias@choateia.com

Anthony A. D'Ambrosio 617-248-4747 | adambrosio@choateia.com

Henry Dormitzer 617-248-2123 | hdormitzer@choateia.com

Kara M. Hayhurst 617-248-4070 | khayhurst@choateia.com

Erin E. Kerr, CFA 617-248-4716 | ekerr@choateia.com

Courtney L. King 617-248-5258 | cking@choateia.com

Todd M. Millay, Managing Director 617-248-4770

tmillay@choateia.com

Harrison T. Odaniell, CFA
Brian Suitor

Rebecca Touchette
Hideyoshi D. Watanabe

Christine R. Wright, CFP®
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This reportis prepared by Choate Investment Advisors LLC (“ChoatelA”), a subsidiary of Choate, Hall & Stewart LLP. ChoatelA is registered as an
investment advisor with the Securities and Exchange Commission. Registration does not imply a certain level of skill or training. More information
about the firm can be found in its Form ADV Part 2, which is available upon request by emailing info@choateia.com.

This presentation is for informational purposes and does not constitute investment advice. None of the information contained in this report
constitutes, or is intended to constitute, a recommendation of any particular security, trading strategy or determination by ChoatelA that any security
or trading strategy is suitable for any specific person. Investing involves the risk of loss of principal. To the extent any of the information contained
herein may be deemed to be investment advice, such information is impersonal and not tailored to the investment needs of any specific person.

The opinions expressed are solely those of ChoatelA. The information contained in this report has been obtained and derived from publicly available
sources believed to be reliable, but ChoatelA cannot guarantee the accuracy or completeness of the information. Past performance is no guarantee of

future results.
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