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Our Fundamental View:
Fears of a global coronavirus pandemic – and global recession – finally
gripped the markets last month, lopping roughly 15% off most of the
broad market averages by month end. A decline whose speed has not
been seen since the top in the Nasdaq in 2000
While no one can be sure if the fears surrounding this outbreak will
come to pass, the threat of them has altered behavior worldwide. In
addition to the very new concept of ‘social distancing’, central banks
have responded in concert. This includes the US Federal Open Market
Committee which dropped short term rates by 50bp on March 3rd.
The good news is, the swift drop in interest rates has made stocks
more attractive fundamentally. Specifically, the S&P 500’s dividend
yield of 2.04% is much more attractive when the 10-yr US treasury is
yielding 0.70%, than just a few short weeks ago when it was at 1.50%.

Our Technical View:
As we noted last month, the S&P 500 had clearly gotten extended, as
measured by the distance above its 40-week moving average. This
important line failed to contain the vicious bout of selling in February
and coupled with the dramatic increase in new 52-wk lows represents
meaningful damage to the market technically.
Even more of a ‘problem’ however, were the joint breaks of support
by the Bloomberg Commodity Index and the 10-year US Treasury.
These areas go back several years and renewed downtrends in
commodities and interest rates are a strong signal that markets are
extremely worried about weak economic growth and deflation.

Consensus Call of the Month:
As we noted last month, we continue to be part of the crowd which
believes gold goes higher from here. Whether in response to strong
economic growth, or as a continued safe haven, gold does indeed have
the wind at its back. It also remains in great shape technically, as well.

Contrarian Call of the Month:
Finally, while an extremely contrarian and unpopular view, we would
argue – and certainly hope – that we all look back at the COVID-19
outbreak as something to which the world overreacted.
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About NexBank Wealth Management
NexBank Wealth Management is a privately owned, independent
wealth manager located in Dallas, Texas. The team is led by awardwinning investment professionals, with an average of 25 years of
experience working with some of the world’s most distinguished
institutional clients and financial institutions. NexBank Wealth’s
actively-managed approach guides clients through complex and
evolving markets. Contact our Client Services Team for more
information.
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