Subject: March 9 Market Reaction
Clearly, the markets are still nervous about the Coronavirus. To compound the pressure on the markets,
The Organization of the Petroleum Exporting Countries (OPEC) nations were trying to reduce production
of oil due to the potential slow‐down in consumption from consumers’ desire to avoid the virus.
However, OPEC was hoping for Russia to join the reduction strategy. When Russia refused to
participate, OPEC threatened to increase production which sent the price of oil down in a panic.
Normally, the markets are accustomed to equating excess oil inventory to economic slowdowns and/or
recessions. It appears to be a negotiation strategy to bring Russia back to the table, as it looks irrational
to increase oil production in an economic slowdown.
The result was a decline of the markets early morning on March 9. Overnight, the S&P 500 futures
market declined 5% resulting in the futures trading pits to close. Shortly after opening, the S&P 500 then
went down 7% which caused a “circuit breaker” to close the market for 15 minutes, allowing investors
to catch their breath. While rare, the next “circuit breaker” occurs at 13% and a 20% drop in one day
would cause the market to close.
In conjunction with this volatility, the flight to quality has caused the yield on the 10‐year US Treasury
note to move below 0.50% and the 30‐year US Treasury bond to trade below 1.0%. This could cause the
Federal Reserve to consider further rate cuts.
We continue to suggest focusing on your long‐term goals and not making huge changes based on what
appears to be emotional market actions.
Compliments of the Investment Resource Group at Securian Financial Services, Inc.
This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast of
future events, or a guarantee of future results. This information should not be relied upon by the reader as research or investment
advice regarding any funds or stocks in particular, nor should it be construed as a recommendation to purchase or sell a
security. Past performance is no guarantee of future results. Investments will fluctuate and when redeemed may be worth more or
less than when originally invested.
Neither asset allocation nor diversification guarantee against loss. They are methods used to manage risk.
Investments in fixed income securities are subject to the creditworthiness of their issuers and interest rate risk. As such, the net
asset value of bond and real estate funds will fall as interest rates rise.
The S&P 500 Index is an unmanaged index of 500 stocks that is generally representative of the performance of larger companies in
the U.S. Please note that an investor cannot invest directly in an index.
Steve Hall, Steve Houg, Dan Bachman, Joel Hall, and Dave Perrott are registered representatives and investment advisor
representatives with Securian Financial Services, Inc.. Securities and investment advisory services are offered through Securian
Financial Services, Inc. Member FINRA/SIPC.
Guide Financial Group is independently owned and operated. 2830 100th St., Ste. 108, Urbandale, IA 50322 | 515-401-1499
DOFU 3-2020
1113107

