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The last thing the world needed was more uncertainty, but Saudi Arabia decided this past weekend 
was the right time to announce an oil price war, which sent global oil prices sharply lower and 
heightened investor anxiety. 
 
In the U.S., the Dow Jones Industrial Average shed 2,013.76 points (-7.8 percent), the S&P 500 Index 
sank 225.81 points (-7.6 percent) and the NASDAQ Composite Index fell 624.94 points (-7.3 percent). 
The energy sector was hardest hit as oil prices fell more than 30 percent and the financials sector 
closely followed, as investors grappled with the implications of the entire U.S. yield curve being 
below 1 percent for the first time in history. 
 
In Canada, the S&P/TSX Composite Index fell 1,660.78 points (-10.7 percent) and the Canadian 
dollar weakened approximately 2 percent against the U.S. dollar. 
 
North American equity markets started off this year hitting several record highs despite the growing 
COVID-19 infection rate, as it seemed early on that the infection might largely be contained in 
China.  
 
But investors quickly lost confidence on news that the coronavirus was spreading globally, and the 
World Health Organization (WHO) noted that the threat of a pandemic had increased after the 
disease reached more than 100 countries. With over 100,000 people now infected globally out of a 
population of 7.7 billion, reasonable concern has now turned into panic.  
 
As investors, there are many things we can try to model, but modelling the spread of a disease and 
its economic impact is difficult to say the least. This is a very serious infection, but there are 
developments that may give rise to optimism.  
 
In China, the daily infection rate seems to have peaked in mid-February (Chart 1) and is now at 
80,735 confirmed cases based on data compiled by the WHO.  While this trajectory gives us hope 
that the infection can be controlled, global infection rates in other countries are growing at a rapid 
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pace and now sits at 30,670,  bringing total confirmed cases to 111,405 globally. While this is a 
significant number, it is equally important to note the total number of people who have recovered is 
also growing and now sits at 62,392.  More recently, the cruise ship that spent days in quarantine 
off the coast of San Francisco returned to land on Monday where only 21 people out of more than 
3,500 passengers tested positive (6%) despite having spent days in close quarters with each other.  
This too suggests that the infection can be contained.  
 
Chart 1: Confirmed Cases, Total Recovered, Fatalities 
 

 
 
Source: World Health Organization, TD Asset Management Inc. 

 
Determining when the infection rate will peak and life will return to normal is subject to significant 
forecasting assumptions. As a result, market volatility is likely to persist for some time and fears of a 
global recession are likely to mount.  
 
This may not be a popular view, but investors should not necessarily fear a bear market. No one 
said investing would be easy. Stocks soar, they plunge and sometimes they trade sideways. 
Volatility is unnerving, but it is entirely normal behavior for equity markets. Historically, stock 
markets have recovered whatever the cause, depth or duration of the correction and proceeded to 
hit new highs.  



Market Musings | Page 3 

 

 
 

 

 
Investors should not necessarily fear a recession. There have been 11 recessions in the U.S. since 
World War II and interestingly, investing at the start of a recession most often resulted in investment 
gains over a 10 year period, as you can see in the table below. 
 

 
 

 
 
 
The average one-year return after the start of a recession is -0.2%, but over longer periods the 
results are compelling with an average 3-year return of 7.4%, an average 5-year return of 6.3% and 
an average 10-year return of 7.0%. Notably, over the 10-year period, the market was negative  once 
when it fell to -3.1% out of the 11 recessions for a success rate of 91%.  
 
Remaining in the markets during periods of volatility may be just as important as investing in the 
first place. The saying "it is time in the market, not timing the market" may seem cliché, but it 
remains one of the most important strategies for investors. Consider that there were 23,154 trading 
days from January 1, 1928 to March 9, 2020.  Over that period the average return of the S&P 500 
Index for all positive trading days was 0.75%, while the average loss of all negative trading days 
was -0.76%. In other words, the Index on average loses more money on negative trading days than 
it gains on positive days . However, because there are more positive trading days (see table 1, 
below), the S&P 500 Index has historically broken record high after record high. Because the 
advantage in positive trading days is slim at just 1,072 days, missing even a few positive trading 
days can be detrimental especially considering that the best trading days often occur within days of 
the worst trading days. 
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January 3, 1928 to March 9, 2020 Positive Days Negative Days 

Total number of days 12,113 Days 11,041 Days 

Average daily return 0.75% -0.76% 
Source: Bloomberg LP, TD Asset Management 

 
As we look forward, things may get a little worse for the economy, but the U.S. Federal Reserve 
Board has demonstrated it is ready to take decisive action, which is supportive since the S&P 500 
Index has historically been higher one year after aggressive easing cycles. 
 
As they say in baseball, you can't steal second base while keeping your foot on first base. As an 
investor, risk can't be eliminated, but it can be managed through diversification. Having the 
appropriate mix of fixed income investments and equity investments can ensure that your portfolio 
is positioned for whatever may come next.  
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