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The S&P 500 had a return of negative 19.6% during the first quarter and the yield on ten-year U.S. 

Treasury bonds fell further to 0.677% from 1.156% at the end of February. 

 

The markets have reacted to the forced shutdown of many businesses under government order as a 

strategy to reduce the spread of the Covid-19 virus. Models currently indicate that the peak in hospital 

beds needed as well as the number of daily deaths will occur in mid-April. Trump has already ordered 

separation guidelines to last through the end of April and it is possible, if not likely, that such guidelines 

will be lengthened further.   

 

The short-term effects on the economy will be severe and some economist estimate that second quarter 

GDP could contract at an annual rate of as much as 30% and unemployment could spike into double 

digits as well. The U.S. Federal government has passed a huge $2 trillion spending legislation to support 

the unemployed, small and large businesses and state budgets. Furthermore, the Federal Reserve has 

taken measures to stabilize the lending markets including those overseas. The Fed has supplied dollar 

liquidity to foreign central banks including the ECB through currency swaps.   

 

Despite these efforts, it is unknown what the lasting effects will be since nothing of this sort has occurred 

before. As we mentioned in our last quarterly report, we suspect that a year ahead we will recognize this 

crisis as having been a buying opportunity but that the timing of the bottom is unknowable. We continue 

to hold that opinion and recommend the gradual purchase of equities. The U.S. Treasury notes that we 

purchased as a hedge now look less attractive.   

 

 

 

The information contained in this report is intended solely for the clients of F&V Capital Management, LLC in the United States, 

and may not be used or relied upon by any other person for any purpose. Such information is provided for informational purposes 

only and does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of 1933, as amended, or 

under any other U.S. federal or state securities laws, rules or regulations. Investments in securities discussed herein may be 

unsuitable for investors, depending on their specific investment objectives, risk tolerance and financial position.  

 

The information is obtained from specified sources and is believed to be reliable, but that accuracy is not guaranteed. Any 

opinions contained herein reflect F&V's judgment as of the original date of publication, without regard to the date on which you 

may receive such information, and are subject to change without notice. F&V may have issued other reports that are inconsistent 

with, and reach different conclusions from, the information presented in this report. Those reports reflect the different 

assumptions, views and analytical methods of the analysts who prepared them. Past performance should not be taken as an 

indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 

performance. 
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