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The Covid-19 Conundrum
Here in 2020, the year of the coronavirus, the markets feel like a 
seesaw—maybe more than ever before—with a big ol’ bear on one 
side, and an equally large bull on the other. We’ve seen the S&P 500 
drop more than 30% from all-time highs, in approximately one 
month (through March 23), followed by a 41% rebound (from the 
March 23rd lows through June 30). In 2020, we’ve also seen more 
significant daily moves than we’re used to. Consider that through 
the first week of June, the S&P 500 posted 35 daily gains or losses 
of 3% or more this year, including eight of 4% or more and five of 
6% or more. Over the previous five years, there were only 11 moves 
of more than 3%, just one of 4% or more, and zero at or above 5%*. 

The seesaw feeling isn’t brand new. The fourth quarter of 2019 saw 
stocks and bonds continue long-running rallies, closing out a 
strong calendar year despite some pullbacks in May and August*. 
The first quarter of 2020’s sell-o� ended a definitional bull 
market—the longest bull market in U.S. history—with 
unprecedented speed, as COVID-19 ground economic activity to a 
halt. Then, stocks, bonds, and risk assets in general came roaring 
back in the second quarter. 

If you’ve felt stressed or fearful about your portfolio, especially in 
March or during those down days, you’re not alone. Many investors 
were tempted to make wholesale changes, contemplating 
significant deviations from their plan. At NewSquare Capital, we 
understand those emotional instincts. We’re investors, too. At the 
same time, we commend those long-term investors who remained 
disciplined, kept their focus on their goals, and stuck with their 
chosen strategy, because we know it’s not easy. Many of you 
engaged with your advisors to review your plan and came away 
from these discussions with a refreshed understanding of why 
you’re invested the way you are. The time for discipline is not over. 
There will be challenges ahead, even if the timing, magnitude, and 
direction of moves cannot be predicted. 

“I’m sure there are people who sat through 
the initial losses, only to capitulate in March 
and sell in hopes of redeploying at lower 
levels. Others may have lucked out and put 
a big slug of cash to work near the bottom. 
That first investor is angry at the market 
gods while the second one is ecstatic.”

—Ben Carlson, CFA, Director of Institutional Asset Management, 
Ritholtz Wealth Management, June 2020
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So, what’s next?

We know markets are inherently unpredictable. In this turbulent 
time, there are bullish and bearish investors, and both sides have 
plenty of compelling evidence to support their arguments.

We are not taking a side, but do know this: Over the past year, the 
last decade, and even the last century, there have been no 
shortage of periods when emotions threatened to get the best of 
investors. In recent years, we’ve seen negative interest rates, 
inverted yield curves, Brexit, and a trade war, to cite a few 
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A bull market is the condition of a financial 
market in which prices are rising or are 
expected to rise for a prolonged period. 

A bear market is when a market experiences 
prolonged price declines. It typically describes 
a condition in which securities prices fall 20% 
or more from recent highs amid widespread 
pessimism and negative investor sentiment.

BULL AND BEAR MARKETS DEFINED 

examples. Downturns and recessions are part of investing; they are 
not wildly unusual events, but through it all, historically, stocks 
have produced impressive gains over time.  

Can comfort be found amid uncertainty?

Prudent and patient investors consider returns over five- or 10-year 
periods as they make decisions, and we certainly recommend 
taking the long-term perspective. But the widely turbulent times of 
the last few months has uncovered a potential flaw in that 
method. Even long-term returns showed significant variation 
depending on the market condition on the specific date the data 
was reviewed*:

Would you have made the same decisions, based on long-term 
returns, on these two dates just a few weeks apart, within the 
same quarter?

Extra caution is called for in times like these. Drastic decisions 
made in drastic times are rarely the best, yet that may be when our 
emotions, from fear of losses to fear of missing out, are telling us to 
do just that. Resist! A sound, well-thought-out plan, which 
includes a prudent risk management component and is designed 
to account for various market conditions, may serve you better 
than erratic moves based on short-term market fluctuations or 
fear. Our advice is simple: have a plan that you’re comfortable with 
for the long haul, and stick to it.

It’s not always easy, because it’s human nature to want to do 
something during those challenging periods. However,historical 
proof tells us that staying the course with a solid, long-term 
strategy tends to work best in the long run.

https://www.newsquarecapital.com/
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Market Review
Following the coronavirus-induced sell-o� in March, U.S. and 
global equities rebounded sharply in the second quarter. The 
large-cap growth names that have long dominated the market led 
the resurgence, but the rally has also showed signs of breadth, as 
value, small- and mid-cap stocks came on later in the quarter. 
Despite the equity rebound, bonds broadly outperformed equity 
markets on a year-to-date basis.  The Bloomberg Barclays 
Aggregate Bond Index was up more than 6%.  The S&P 500 finished 
the quarter with a slight decline, as this large-cap index is 
approximately 9% o� its recent highs.  The Russell 2000 Index, 
however, which is a Small-cap U.S. stock index and a wider 
representation of the stock landscape outside the behemoth 
companies, is still down 16% from its high. Also, the average stock 
within the Russell 2000 is still down approximately 30% from its 
recent highs*.   

Extraordinary measures from the U.S. Federal Reserve (Fed) and 
other central banks, all working to help economies hurt by the 
pandemic and shutdowns, supported the markets.  

Investors looked beyond short-term economic data, finding 
optimism in the prospect of reopening economies even as some 
states started closing down parts of their economies again at the 
end of June.

From a fixed-income perspective, credit spreads broadly tightened 
across everything from Treasuries to the high-yield corporate 
market from late March on, reversing much of the widening seen 
earlier in 2020*. The Fed announced in March that for the first time 
ever, it would start buying corporate bonds, later including 
high-yield bonds and ETFs as potential targets. Inflows into U.S. 
bond funds soared, frequently touching weekly records. 

Portfolio Discussion
During the second quarter of 2020, we made no significant 
adjustments to our portfolios. We made some notable changes 
earlier in the year, in an e�ort to diversify and take more defensive 
positions in one series of our portfolios. Our broad asset allocation 
has largely remained unchanged since.

https://www.newsquarecapital.com/
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*Statistical data sourced from: Bloomberg Finance L. P., Morningstar, and NewSquare 
Capital, LLC

NewSquare Capital is an SEC registered investment advisor. Registration of an investment 
advisor does not imply any specific level of skill or training. For additional information 
regarding NewSquare Capital, please obtain the Form ADV, Part 2, which is available 
through your investment adviser representative or online by visiting 
www.adviserinfo.sec.gov.

Please remember, past performance may not be indicative of future results. Investing in 
any investment vehicle carries risk, including the possible loss of principal, and there can 
be no assurance that any investment strategy will provide positive performance over a 
period of time. The asset classes and/or investment strategies described in this 
commentary may not be suitable for all investors.

Historical performance results for investment indices and/or categories have been 
provided for general comparison purposes only, and generally do not reflect the deduction 
of transaction and/or custodial charges, the deduction of an investment management fee, 
nor the impact of taxes, the incurrence of which would have the e�ect of decreasing 
historical performance results. It should not be assumed that your account holdings 
correspond directly to any comparative indices. Please note that you cannot invest directly 
in an index.

The opinions expressed herein are those of NewSquare Capital as of the date of writing 
and are subject to change. The material is for informational, discussion purposes only, and 
does not represent an o�er to buy or sell any investment.

Due to various factors, including changing market conditions and/or applicable laws, the 
content may no longer be reflective of current opinions or positions. Moreover, you should 

not assume that any discussion or information contained in this commentary serves as 
the receipt of, or as a substitute for, personalized investment advice from NewSquare. To 
the extent that a reader has any questions regarding the applicability of any specific 
issue discussed above to his/her individual situation, he/she is encouraged to consult 
with the professional advisor of his/her choosing. NewSquare is neither a law firm nor a 
certified public accounting firm and no portion of the commentary content should be 
construed as legal or accounting advice. 

If you are a NewSquare Capital client, please remember to contact NewSquare Capital, 
in writing, if there are any changes in your personal/financial situation or investment 
objectives for the purpose of reviewing/evaluating/revising our previous 
recommendations and/or services. Any o�er to invest in the firm’s investment strategies 
can be made by a written agreement only.

The information in this document is intended for U.S. residents only. Before investing, an 
investor should carefully consider the portfolio objectives, risks, charges, and expenses. 
For more information on NewSquare Capital and its investment strategies, visit 
newsquarecapital.com.

Index Definitions: 

S&P 500: The S&P 500 is widely regarded as the best sing gauge of large-cap U.S. 
equities. The index includes 500 leading companies and covers approximately 80% of 
available market capitalization.

Russell 2000 Index: The Russell 2000 Index is an index measuring the performance of 
approximately 2000 smallest-cap American companies and is a market cap weighted 
index.
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