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Equities:

e The Covid-19 bear market has been similar to previous market selloffs, sparked by an exogenous event and
following a period of strong equity performance. In this and most previous market corrections, stocks fell very
fast, as markets rapidly discount worst case  outcomes.

e The information communicated by equity managers has been reassuring. Stock markets are still functioning
normally, equity market liquidity remains intact, and panic can create good relative value opportunities in
stocks. Overall, it has been an orderly sell-off.
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Fixed Income:

e For Treasury bonds, the downward move in rates has been unprecedented.

e The yields available in spread sectors, including corporate and high yield bonds, have increased.

e Bond managers report that transacting in their market has become more difficult and expensive. The bond
market is less homogeneous than the stock market and individual bonds have been behaving differently.
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Next Steps:

When markets act as they have been, it creates stress, but we must operate within the strategic plans that have been
established over many years. The recent events are most likely a short to intermediate-term disruption and can
provide an opportunity for long-term investors. Concord has been recommending that asset owners maintain excess
liquidity to buffer against market disruptions, similar to the events we are now experiencing. The next step in that
plan may be to consider, on a case-by-case basis, using this sell-off as an opportunity to purchase risk assets at a
discount through an active rebalancing program (selling bonds — buying stocks).

Finally, we hope for the best, but can not predict the course this virus will take. However, it is easier to predict that
governments and central bankers will be pressured to act. We should expect coordinated fiscal and monetary
stimulus to attempt to aid financial markets. To date, their efforts have not been enough to stabilize markets, but
we expect them to keep trying.





