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Market Volatility: COVID-19 - Three Weeks in Pictures 
 
The three weeks ending Friday March 13th marked one of the most historic weeks for equity market volatility on record. 
The S&P 500 recorded both its fastest 10% correction, as well as its fastest descent into a bear market ever, taking 6 
and 15 days respectively. Not only was equity market volatility massively elevated, but also movements in the bond 
market proved to be historic, too. Prior to these three weeks, the lowest yield we had seen in 156 years on the 10-year 
US Treasury was an intra-day low of 1.32% on July 6th 2016. Well, on March 9th, that record was smashed, seeing the 10-
year Treasury plummet to an intra-day low of 0.32% - one full percentage point lower! Not only did we see the 10-year 
yield fall to record levels, on the 9th we saw, for the first time ever, the entire US Treasury yield curve – from 1 month to 
30 years – fell below a yield of 1%. This was below all 3 measures of inflation – core CPI of 2.4%, the Fed’s preferred 
gauge, core PCE of 1.63%, and 10-year break-even expectations of 1.02%. Truly remarkable, and truly historic.1  
 
Given the incredible movements in both equity and fixed income markets, I thought it easier to show you pictures of 
these history-making events - as they say, “a picture is worth a 1,000 words.”    
 
I’ve divided this write-up into 4 parts:  
 
1) Quick overview of the US fiscal stimulus package unveiled Friday,  
2) Three weeks in pictures,  
3) What are we doing in your portfolios, and  
4) What should you do when something like this happens?  

 
 
Part 1:  US fiscal policy actions – Just what markets needed 
 
On Friday the 13th at 3pm, President Donald Trump, members of his administration, industry leaders, and health officials 
delivered a clear, detailed, and powerful message not only to America and the world, but also to markets - the White 
House and US government would take swift, strong, and robust fiscal actions to counteract the devastating economic 
effects of COVID-19. Markets swiftly reacted to the proposed measures. From the start of President Trump’s speech to 
market close at 4pm, the S&P 500 rose more than 4%, closing up over 9% for the day, unwinding almost 90% of Thursday 
the 12th’s record sell-off.1 

 
 Friday the 13th – President Trump declared a national emergency that he said would free up as much as $50 billion to 

help states and cities respond to the health crisis, waive student-loan interest, purchase large quantities of US oil, and 
confer new authority on his health secretary to bypass hospital regulations.2 
 

 The 110-page House Bill, H.R. 6201: Families First CoronaVirus Response Act, includes free testing for everyone who 
needs it and two weeks of paid sick leave to allow people with the virus to stay home from work and avoid infecting 
co-workers. It also includes enhanced jobless benefits, increased food aid for children, senior citizens and food banks, 
and higher funding for Medicaid benefits.2 
 

 Early Saturday morning the 14th, the House of Representatives pushed through the economic stimulus measure by a 
vote of 363-40. With President Trump’s endorsement, the bill is expected to win support from GOP lawmakers as it 
will be taken up by the Republican-led Senate early this week of the 16th.2 
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Part 2: Three weeks in pictures 
 
Equity markets: 

 
     15 days – fastest bear market in US history.3          6 days - fastest 10% correction in the S&P 500 ever.3 
 

  
 
Thursday 2/12: S&P 500 and the Dow recorded their single worst day since Black Monday on October 19th, 
1987. European markets in the UK, France, Italy, Germany, and Spain all recorded their single worst market day 
ever.1  
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Hard to believe the market’s decline on Thursday the 12th surpassed even that of the Great Financial Crisis!1  
 

 
 
Volatility across both stocks and bonds are back to 2008 levels:3 
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When market volatility does hit markets, it tends to both stick around and cluster:4 
 

 
 
 
On Friday afternoon at 3pm, a significant, detailed, and well-orchestrated policy response from the White 
House, coupled with leaders of industry and healthcare, delivered what the markets were so desperately looking 
for. Both the S&P 500 and the Dow recouped almost 90% of Thursday’s crushing losses:1 
 

 
 
 

Historically, we’ve seen years 
with much greater volatility 
than just the last few weeks. 



 

March 16th, 2020  Available Online at FirstCitizens.com 5 

Market Commentary  
Brent Ciliano, CFA | SVP, Chief Investment Officer 

The velocity and magnitude of the current decline is the third highest 3 week (15-day rate of change) market 
decline in US history, and only trails the October 1987 and October 2008 declines.4 
 

 
 
Through Friday the 13th, the S&P 500 is now down 19.8% from its bull market high back on 2/19, after falling as 
much as 26.8% intra-day on 3/12:1  
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The S&P 500 is still up 10.8% from 12/31/2018, and up 18.2% from 12/24/2018 (the market’s last 20%  
sell-off).1  
 

 

 
 
The S&P 500’s fall on 02/19 approached similar levels seen in previous intra-economic expansion selloffs, and 
the percentage of stocks down 20% or more from their highs are in a similar ballpark to previous selloffs:4  
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In the 1998, 2011, and 2015/16 corrections, the initial decline put the market within about 85% of what would 
prove to be the ultimate low. But look at the time to new highs – all making new highs inside of 2-4 months:4  
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Even further back is similar – specifically 1984 and 1991. But again - look to the time to new highs – outside of 
1987, all making new highs inside of 1 year:4 
 

 
 
 
Historically, the market hasn’t discriminated between recessionary or non-recessionary declines.  Average 
bear market declines in recessions aren’t much different than those not associated with recession  
(-25% vs. -23%).   
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While the equity market doesn’t discriminate between recessions and non-recessions, the subsequent market 
returns 250 days later is significant. With a recession, subsequent returns 250 days later is +34.8% on average, 
and without a recession, the subsequent return 250 days later is +27.9%.4 
 

 
 
 
Rates markets: 
 
The Fed to the rescue:  
 
The Federal Reserve ramped up the amount of cash it’s prepared to inject into funding markets over the next 
month, promising a cumulative total above $5 trillion - a signal that the Fed will attempt to do “whatever it 
takes” to keep short-term financing rates from spiking.5  
 
The Fed’s New York branch on Thursday the 12th, offered $500 billion in a three-month repo operation amid 
signs that the financial impact of the coronavirus outbreak was starting to strain borrowing markets as well as 
trading in U.S. Treasuries. The NY Fed repeated that exercise on Friday the 13th, along with a $500 billion one-
month operation, and it plans to offer that amount on 10 occasions in total over the next month.5  



 

March 16th, 2020  Available Online at FirstCitizens.com 10 

Market Commentary  
Brent Ciliano, CFA | SVP, Chief Investment Officer 

Cumulative effects of these new facilities are estimated to take the Fed’s balance sheet to $5.4 trillion - $0.9 
trillion more than during the Great Financial Crisis!!4 

 
 
I’m sorry – it will be hard to see mortgage rates drop until this changes. So much for rushing out to refinance 
that 30-year mortgage!4 
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After having the entire US Treasury yield curve falling below 1% on March 9th, the curve subsequently began to 
modestly steepen. 2-year vs. 10-year treasuries are sitting at a +48 bps. The bond market, day after day, 
continued to price 10-year breakeven inflation lower. Inflation expectations are now sitting at a near historic 
low of 92 bps (0.92%) - only 5 bps away from all-time lows. This is a direct reflection of the market’s views on 
significantly lower US and global growth over the near future.1  
 

 
 
 
The current Fed Funds rate (upper bound) sits at 1.25% today. Fed Fund futures are pricing in 4 additional rate 
cuts over the next 3 months, and have a current implied rate of 14 bps (0.14%). Four cuts are expected at or 
before the June 10th FOMC meeting, with between 75 and 100 bps of cuts now priced into the March 17-18 
meeting this week.1  
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US Investment grade credit (IG) and US high yield bond spreads have widened out a massive 111 and 330 bps 
respectively, and sit at 218 / 775 bps over Treasuries – now back to 2015/2016 levels.1 (Note: when yields rise 
or spreads “widen”, bond prices fall and vice versa): 
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Last recession triggered by a pandemic 
 
Normally recessions are triggered by excessive imbalances in the economy such as too much investment in 
housing (2008), IT (2001), or commercial real estate (1990). As a result, the duration of a recession normally 
depends on how long time it takes to correct the imbalances causing the recession.  
 
The current slowdown is not driven by an endogenous build-up of an imbalance in the economy but rather by 
an exogenous shock that literally came out of the blue. This argues for the current slowdown to be short and 
deep. This is also what we saw during the pandemic flu in 1918-1919, where the recession lasted only seven 
months, and this was even in a situation where the second wave of infections in the fall of 1918 was more 
deadly than the first. During the 1918-1919 pandemic flu, 5% of the world population died, and 1/3 got 
infected:3 
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Where are we now with confirmed cases?3 (Data is through Friday March 13th) 
 

 
 
 
Are we ready to handle this? While the US leads the world in number of ICU beds per capita, there are only 32 
ICU beds per 100,000 Americans. The US is behind much of the world on the aggregate number of hospital beds 
per capita3 – but this data point needs to be taken in context to the overall size of the US vs. the rest of the 
world. The relative sizing, shown in the first graph below, means that we have incrementally more hospital beds 
than many countries in the rest of the world.  
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Why do we need fiscal stimulus? - China is the first country to show the devastating economic toll from COVID-
19. Both manufacturing and services not only fell to the lowest level ever recorded in China’s history, but also 
fell to the lowest level ever recorded for a G-20 nation. Auto sales fell 80% in February.3 If this drop is in any 
way similar to what we might see in the US, then this fiscal stimulus will be a must to keep our economy afloat.  
 

  
 
 
Part 3: What are we doing in your portfolios? 
 
 Tax-loss harvesting - In extreme market environments like we’re experiencing now, we focus even more 

deeply on tax-loss harvesting as a means to provide clients potential added after-tax benefit (where 
appropriate). Remember that we look to dynamically harvest losses where and when appropriate, ALL 
year long – not just towards the end of a given year. 
 

 Dynamic asset allocation - Our portfolios are perpetually dynamic, never static or “set it and forget it.” We 
continue to dynamically adjust portfolios each quarter based on our forward-looking market expectations, 
thus allowing your portfolio to be nimble and reflective of what’s “coming down the pike” from a market 
perspective.  
 
 A static or long-term strategic allocation completely disregards the frequent dislocation in asset prices over 

intermediate time periods within that long-term horizon – and, by default, foregoes the potential 
enhancements associated with a more dynamic allocation process. Our portfolios are re-optimized on a 
quarterly basis using our updated forward-looking capital market assumptions. 

 
 Active risk budgeting - Within all areas of our portfolios, we continue to focus on and enhance our risk-

optimization process through our “Manager Fit” approach, which looks to diversify the nature, extent, and 
most importantly, timing of our manager’s returns, while potentially helping to reduce the active risk 
managers impart on portfolios. 
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Part 4: What should you do when something like this happens? 
 
1) Have a plan and stick to it. Don’t react behaviorally - Where are you in your investing life cycle? In other 

words, where are you with your financial plan? It is times like these that test our collective resolve to stick 
to a well-thought-out course of action. If you stick with the plan, you’ll likely come out ahead. 
 

2) Truly assess your risk tolerance – It is one thing to have a plan, and it’s another to have the intestinal 
fortitude to be able to stick to it. If you cannot sleep at night when markets do their normal thing and remain 
volatile, you need to sit back down with your FCB team and readdress your asset allocation and your goals 
and objectives. That’s what you pay us for and that’s what we’re here to do for you! 

 
3) Read and review my 2 write-ups, and work with your FCB partner – If you work with us, stay committed, 

and follow our advice, we’re pretty confident you’ll achieve your plan, whatever that may entail. Read “A 
Strategy For How NOT To Get Eaten By A Bear” and “Keeping Your Eye on the Prize” – both of which are available 
on First Citizens.com as well as from your FCB team members who can make sure you receive a copy.  Still 
not feeling better? Then please review my 2020 Outlook and focus on the last sections on “Is a recession 
right around the corner?” as well as “Market timing.” 
 
 

Please always remember and consider two things:  
 
1) Know, and have comfort in, the fact that we are constantly seeking to manage the risks associated with 
thoughtfully and judiciously growing your wealth over time.  
 
2) It is time IN the market - not timing the market – that helps to create long term wealth.  
 
Brent 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.firstcitizens.com/pdfs/Market-Outlook/Dealing-with-Market-Volatility.pdf
https://www.firstcitizens.com/pdfs/Market-Outlook/Dealing-with-Market-Volatility.pdf
https://www.firstcitizens.com/pdfs/ap/general.pdf
https://www.firstcitizens.com/pdfs/Market-Outlook/2020-Commentary.pdf
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1 Bloomberg / Bloomberg Data  
2 Associated Press (AP), Bloomberg News 
3 Deutsche Bank Research  

4 Strategas Research Partners 
5 New York Federal Reserve Bank 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Brent Ciliano, CFA | SVP, Chief Investment Officer 
Capital Management Group | First Citizens Bank 
8510 Colonnade Center Drive | Raleigh, NC 27615 
brent.ciliano@firstcitizens.com | 919.716.2650 

The views expressed are those of the author(s) at the time of writing and are subject to change without notice.  First Citizens does not assume any liability for losses 
that may result from the information in this piece.  This is intended for general educational and informational purposes only and should not be viewed as investment 
advice or recommendation for a security, investment product or personal investment advice. 
 
First Citizens Wealth Management is a joint marketing mark of First-Citizens Bank & Trust Company (“First Citizens Bank”), Member FDIC, Equal Your investments in 
securities, annuities and insurance are not insured by the FDIC or any other federal government agency and may lose value.  They are not a deposit or other obligation 
of, or guaranteed by any bank or bank affiliate and are subject to investment risks, including possible loss of the principal amount invested. Past performance does 
not guarantee future results. 
 
First Citizens Wealth Management is a registered trademark of First Citizens BancShares, Inc.  First Citizens Wealth Management products and services are offered 
by First-Citizens Bank & Trust Company, Member FDIC; First Citizens Investor Services, Inc., Member FINRA/SIPC, an SEC-registered broker-dealer and investment 
advisor; and First Citizens Asset Management, Inc., an SEC-registered investment advisor. 
 
Brokerage and investment advisory services are offered through First Citizens Investor Services, Inc., Member FINRA/SIPC. First Citizens Asset Management, Inc. 
provides investment advisory services.  
 
Bank deposit products are offered by First Citizens Bank, Member FDIC. 

 

https://brokercheck.finra.org/
http://www.sipc.org/
https://brokercheck.finra.org/
http://www.sipc.org/

