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March 10, 2020 
 
 
Over the past few weeks, the spread of COVID-19 and the global response has significantly 
dampened the outlook for economic growth and resulted in heightened volatility in the markets. 
Additionally, over the weekend, a meeting of OPEC oil producers and Russia failed to yield an 
agreement to limit supply after global demand had dropped. The result was an announcement by 
Saudi Arabia indicating they were cutting offering prices and increasing output to protect their market 
share. This caused oil prices to fall materially and negatively impacted stock prices – in particular, 
stocks across all facets of the energy business.  
 
U.S. Treasury securities have been one of the few safe havens for investors during this fear-induced 
market. The 30-year Treasury bond has soared higher in price, while the yield has fallen below 1%. 
The message the U.S. Treasury market is sending with these unprecedented low yields is concerning. 
Credit spreads (the difference in interest rates between “safe” and “risky” bonds) have also begun to 
widen, indicating an increase in the chances for a recession, and leading bond investors to demand 
higher yields even as Treasury rates fall. Last week, the U.S. Federal Reserve (Fed) made an 
emergency rate cut of 50 basis points to their target rate. This week, the Fed boosted the size of their 
short-term lending operations to provide ample liquidity to offset market stresses. It is clear the Fed 
needs to act further, and we expect them to do so quickly and aggressively.     
 
There are still many more questions than answers around the spread and economic impact of COVID-
19. The virus has spread to 112 countries or regions across the globe with varying impacts on each.  
Investors are not able to assess the final effect of the virus on the global economy.  This lack of clarity 
and escalated degree of uncertainty has resulted in a significant increase in volatility within domestic 
and global markets. We cannot ignore the possibility that volatility could remain elevated for some 
time.  The number of COVID-19 cases within the U.S. and around the globe is expected to increase 
from here.  Fortunately, the U.S. economy came into this year on strong footing – with low 
unemployment rates and sound economic growth.  Congress already passed an $8.3 billion package 
last week to focus on treating and preventing the outbreak. The more we do to address the virus in 
the short-term, by limiting interaction as other countries have done, the more quickly it will run its 
course and allow the economy to recover.  
 
It is clear that global monetary and fiscal policy need to be coordinated and enacted in the weeks 
ahead.  We anticipate the following actions over the next several weeks. 
 

• The Fed will likely cut the Fed funds target rate at their meeting in March, if not sooner.   
• We expect the Fed to provide verbal guidance that they will keep rates low for an extended 

period, as well as the possibility of implementing Quantitative Easing (QE).  
• The President could propose one or multiple tax cuts to help stabilize the economy. In addition, 

he may implement a plan for fiscal measures to provide targeted assistance to the segments of 
the economy most impacted by the COVID-19 virus. 
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Our base case does not include an outlook for an imminent recession but we acknowledge that the 
chances of a recession have increased, particularly if the spread of COVID-19 is more significant or 
lasts longer than we currently anticipate. 
 
The heightened level of volatility requires a light touch when it comes to investment decision-making.  
Investors should not oversteer in one direction or another.  Prudent investors realize there are many 
unknowns and that we should be cautious in actions at this time.  
 
During such periods of market stress, a long-term investment approach characterized by 
diversification and risk management is important.  An investment portfolio properly allocated to your 
time horizon and investment objective, and based on the principles above, likely has not experienced 
the full impact of the recent market moves since bond investments have, overall, increased in value 
to help offset the value decline in stock investments.  
 
Periods like this are always un-nerving.  Long-term investors should remain focused on their 
objectives and understand we have experienced, and recovered from, periods of market volatility in 
the past.  Our longer-term confidence in the U.S. economy remains intact. 
 
As always, we are available for questions and further discussion. 
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Disclosures 

 
The information provided herein was prepared by the Investment Management team of BOKF, NA. BOKF, NA is the bank subsidiary of 
BOK Financial Corporation (BOKF), a financial services holding company (NASDAQ:BOKF). BOKF offers trust and wealth management 
services through its subsidiaries including BOKF, NA (and its banking divisions Bank of Oklahoma, Bank of Texas, Bank of Albuquerque, 
and BOK Financial) and investment advisory services through its non-bank subsidiaries, BOK Financial Asset Management, Inc., Cavanal 
Hill Investment Management, Inc., and BOK Financial Private Wealth, Inc., each an SEC registered investment adviser, and BOK Financial 
Securities, Inc., also an SEC registered investment adviser and registered broker/dealer, member FINRA/SIPC (each an “Investment 
Affiliate”) (collectively, “BOKF”). Distribution of this document is intended for informational purposes. Information contained herein has 
been obtained from sources believed to be reliable, but not guaranteed. The opinions expressed herein reflect the judgment of the 
author(s) as of the date prepared and are subject to change without notice and are not a complete analysis of any sector, industry, or 
security regardless of the date on which the reader may receive or access the information. The information provided is intended to be 
educational in nature and not advice relative to any investment or portfolio offered through an Investment Affiliate, and does not constitute 
any form of regulated financial, legal, or tax advice, or other regulated financial service. The content provided herein is not a solicitation 
for the investment management services of any Investment Affiliate, nor is it intended to constitute a recommendation for, or advice to, 
any specific person on behalf of any Investment Affiliate, as it does not take into account the financial objectives, situation, or needs of 
any specific person. This information is provided on the understanding that the recipient has sufficient knowledge and experience to be 
able to understand and make their own evaluation of said content, any risks associated therewith, and any related legal, tax, accounting, 
or other material considerations. Recipients should not solely rely on this material in making any future investment decision. To the extent 
that the recipient has any questions regarding the applicability of any specific issue discussed above to their specific portfolio or situation, 
they are encouraged to consult with a qualified lawyer, accountant, or financial professional.   
 
This document may contain forward‐looking statements that are based on management's beliefs, assumptions, current expectations, 
estimates, and projections, the securities and credit markets and the economy in general. Words such as "anticipates," "believes," 
"estimates," "expects," "forecasts," "plans," "projects," variations of such words and similar expressions are intended to identify such 
forward‐looking statements. Management judgments relating to and discussion of the value and potential future value or performance of 
any security, group of securities, type of security or market segment involve judgments as to expected events and are inherently forward‐
looking statements. These statements are not guarantees of future performance. Likewise, past performance is not a guarantee of future 
results. This content is prepared for the use of the Investment Affiliates and their clients and prospective clients, and may not be 
reproduced, redistributed, retransmitted or disclosed, or referred to in any publication, in whole or in part, or in any form or manner, without 
the express written consent of BOKF or BOKF, NA. Any unauthorized use or disclosure is prohibited. Receipt and review of this document 
constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained 
herein. This report should not be distributed without the attached disclosures, and is considered incomplete if the disclosures are not 
attached. 
 
 
Asset allocation, diversification, and rebalancing do not ensure a profit or protect against loss in declining markets. Investing involves 
risks, including possible loss of principal, and there is no guarantee that investment objectives will be achieved.  
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