
We have just experienced a stock market crash. In speed and depth, the drop in the market is very similar to the three previous crashes; Octobers of 
1929, 1987 and 2008.  While those previous crashes included, and gained notoriety from, one or two severe days, they actually unfolded over a few 
weeks, just like recently.  This one had three phases. 

The first phase was a sharp five day drop when investors realized the coronavirus would spread to Europe and the United States.  Phase two was 
ignited in the oil market.  Virus containment measures slowed economies in China and other Asian countries, which put downward pressure on the 
price of oil. At an OPEC meeting, Saudi Arabia proposed output reduction to support the price of oil but Russia refused to go along. Saudi Arabia 
retaliated by increasing its production, which drove the price of oil even lower resulting in concerns in the US over energy earnings, unemployment, 
bankruptcies and loan defaults.  In early March, the Administration, Congress, the Federal Reserve and many of us money managers did not realize 
what extreme containment measures would be necessary, but as that became apparent the market plunged in a third phase.  Investors were 
realizing that the containment measures would bring the economy to a halt. 

It is now well known and generally accepted that second quarter economic data will be terrible.  Various respected economists are calling for GDP 
declines anywhere between 10% to 25% year over year, yet most economists see the recession as temporary.  In fact, one prestigious wall street 
firm has been aggressive on the negative side and is calling for a 24% drop in GDP second quarter, is calling for a 12% increase in the third quarter , 
and a 10% increase in the fourth quarter. 

The recent moves by the Federal Reserve are powerful and have already increased the rate of growth of the money supply to a 12.5% year over year 
pace.  The monetary easing will not be able to prevent the layoffs and shutdowns that are underway and undermining Q2 GDP, but the money supply 
should be a significant boost to the economy a few months from now.  Monetary easing along with fiscal stimulus/relief out of Congress provide the 
basis to believe the sharp economic downturn will be short lived. 

As for the stock market, we believe a bottom is forming.  Our market value/price (V/P) ratio is at an all-time high and we are seeing many other 
behaviors and data often seen at bottoms; negative (bearish) investor sentiment, high correlation among sectors, high volatility, decreasing breadth 
on declines and, as mentioned above, monetary easing and fiscal stimulus.  We do not know the exact day of the bottom, but we expect it to be 
before we see the worst of the news regarding the virus and the economy. This would be consistent with the market’s reputation of leading the 
economy by six to nine months.

Bonds
While stock prices were falling in mid-March the bond market had a related panic.  As it became clear how damaging containment measures would 
be to the economy, bond investors priced in increased likelihoods of defaults and bankruptcies.  Even high grade bonds took a hit and were not their 
usual safe hiding place.  Moody’s AAA bond yield, which is the highest corporate rating, shot up from 2.36% to 4.12% (a 75% increase) in nine trading 
days.  Potential default fears caused a liquidity crisis, a setting of all sellers and no buyers in all qualities of bonds.   

Summary
Monetarists have a conceptual equation to describe total spending in the economy, MV=PQ.  The left side says total spending is equal to the money 
supply (M) times the velocity of money (V, the number of times a dollar turns over).  The right side is price (P) times quantity of goods & services 
(Q).  What has come out of Washington is a one-two punch on the left side.  The Federal Reserve made powerful moves to inject reserves and grow 
the money supply.  We are already seeing results.  The fiscal package out of Congress should keep the velocity of money going.  We believe this M-V 
combination means a rebound of the economy is assured.  In other words, the cavalry is on the way.  We just need to get the coronavirus under 
control and commerce will rebound.   

For investing you have to ask yourself one question:  What do you think the world will look like a year from now?  If the answer is that the coronavirus 
will be under control with perhaps even a cure or vaccine, then we believe it is prudent to own equities at these prices.   
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Opinions and forecasts regarding sectors, industries, companies, countries and/or themes, and portfolio composition and holdings, are all subject to change at any time, based on market and 
other conditions, and should not be construed as a recommendation of any specific security, industry, or sector.

Investing in securities involves inherent risks, including the risk that you can lose the value of your investment. An investment concentrated in sectors and industries may involve greater risk 
and volatility than a more diversified investment. Investments in international securities may entail unique risks, including political, market, regulatory and currency risks. In general, there is 
less governmental supervision of foreign stock exchanges and securities brokers and issuers. The risks of investing in international securities are greater for investments in emerging markets. 
Emerging market countries may experience greater social, economic, regulatory, and potential volatility and uncertainty than more developed countries. Investing in fixed income securities 
such as bonds involves interest rate risk. When interest rates rise, the value of fixed income securities generally decreases.

ICON’s value-based investing model is an analytical, quantitative approach to investing that employs various factors, including projected earnings growth estimates and bond yields, in an effort 
to determine whether securities are over- or underpriced relative to ICON’s estimates of their intrinsic value. ICON’s value approach involves forward-looking statements and assumptions 
based on judgments and projections that are neither predictive nor guarantees of future results. Value readings are contingent on several variables including, without limitation, earnings, 
growth estimates, interest rates and overall market conditions. Although valuation readings serve as guidelines for our investment decisions, we retain the discretion to buy and sell securities 
that fall beyond these guidelines as needed. Value investing involves risks and uncertainties and does not guarantee better performance or lower costs than other investment methodologies.

ICON’s value-to-price ratio is a ratio of the intrinsic value, as calculated using ICON’s proprietary valuation methodology, of a broad range of domestic and international securities within ICON’s 
system as compared to the current market price of those securities. According to our methodology, a V/P reading of 1.00 indicates stocks are priced at intrinsic value. We believe stocks with 
a V/P reading below 1.00 are overvalued while stocks with a V/P reading above 1.00 are undervalued. For example, we interpret a V/P reading of 1.15 to mean that for every $1.00 of market 
value, there is $1.15 of intrinsic value which has not yet been realized in the market price.

Gross Domestic Product (GDP) is the total value of goods and services produced in the national economy in a given year. It is the primary indicator of economic growth. M1 is one measure 
of the money supply that includes all coins, currency held by the public, traveler’s checks, checking account balances, NOW accounts, automatic transfer service accounts, and balances in 
credit unions.

The 10-year yield is the benchmark 10-year yield to maturity reflected by the current issue 10-year U.S. Treasury note.
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