
 The COVID-19 pandemic has resulted in a shutdown of the economy, which 
by the numbers will almost certainly produce an economic recession. The falloff in 
activity late in March was significant enough to produce a contraction in real GDP for 
the first quarter on an annualized basis of -4.8%, as of the initial reading.  Estimates 
for the second quarter look significantly worse as non-essential activity remains cur-
tailed through the middle of May.  

 As of April 30, the unemployment rate had moved to a level of 14.7%, as 
measured by the household survey, from a February 28 low mark of 3.5%.  At the end 
of February, nonfarm payrolls totaled just over 152 million.  The establishment survey 
of labor indicates that over 20 million nonfarm payroll jobs have been eliminated very 
quickly through April.  For context, in 2008 the peak to trough drop in payroll jobs 
was around 8.5 million.  There may be significant differences with how the future 
plays out here.  For starters, because the business cycle and economic contraction that 
we are living through at present was more orchestrated as a preventative health re-
sponse to a pandemic, some of the job losses may reverse more quickly.  On the other 
hand, full recovery could again take several years.  It took about seven years to recover 
the aggregate job losses following the Global Financial Crisis.  Regardless of how this 
cycle is different from the past, the economic shock to employment outlooks, company 
business models and aggregate supply and demand for goods and services will have to 
be managed in the real world just the same.   

 Without weighing in on the ultimate efficacy or merit of specific programs or 
legislative acts, one positive in the current environment may be the pace of the legisla-
tive and Federal Reserve actions in response to the crisis.  We have seen a myriad of 
targeted new or expanded liquidity and funding facility programs.  This is on top of 
reignited asset purchases and interest rate cuts.  Legislatively speaking, we have wit-
nessed the passage of the Coronavirus Aid, Relief, and Economic Security (CARES) 
act.  The bottom line is that while political division and disunion seems all the rage 
these days, in response to winding down economic activity purposefully, there was a 
corresponding ability on the part of lawmakers and central bankers to attempt to help 
fill the voided incomes for businesses and individuals.   

 It is important to acknowledge that there are consequences to laws and policies.  
There certainly has been no lack of parties out there in the economy feeling enormous-
ly frustrated for a variety of reasons.  It is possible, however, that we will look back 
once the current events have passed and see that there was rapid crisis management 
going on at various levels and in many different places of our society and that, it 
helped see us through the moment.  It is not the critic that counts, as Teddy Roosevelt 
once said.   
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Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk, and there can be no assur-
ance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or 
undertaken by Valicenti Advisory Services, Inc. [“VASI]), or any non-investment related content, made reference to directly or indirectly in this commentary will be 
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.  Due to various 
factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not 
assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, personalized investment advice from VASI.  Please 
remember to contact VASI, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/
revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory ser-
vices.  VASI is neither a law Firm, nor a certified public accounting Firm, and no portion of the commentary content should be construed as legal or accounting advice.  
A copy of the VASI’s current written disclosure Brochure discussing our advisory services and fees continues to remain available upon request. Please advise us if you 
have not been receiving account statements (at least quarterly) from the account custodian. Historical performance results for investment indices, benchmarks, and/or 
categories have been provided for general informational/comparison purposes only, and generally do not reflect the deduction of transaction and/or custodial charges, the 
deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the effect of decreasing historical performance results.  It 
should not be assumed that your VASI account holdings correspond directly to any comparative indices or categories. Please Also Note: (1) performance results do not 
reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your VASI accounts; and, (3) a description of each comparative bench-
mark/index is available upon request. Please Note: Limitations: Neither rankings and/or recognitions by unaffiliated rating services, publications, media, or other organi-
zations, nor the achievement of any designation, certification, or license should be construed by a client or prospective client as a guarantee that he/she will experience a 
certain level of results if VASI is engaged, or continues to be engaged, to provide investment advisory services. Rankings published by magazines, and others, generally 
base their selections exclusively on information prepared and/or submitted by the recognized adviser. Rankings are generally limited to participating advisers (see link as 
to participation data/criteria, to the extent applicable). Unless expressly indicated to the contrary, VASI did not pay a fee to be included on any such ranking. No ranking 
or recognition should be construed as a current or past endorsement of VASI by any of its clients.  ANY QUESTIONS: VASI’s Chief Compliance Officer remains avail-
able to address any questions regarding rankings and/or recognitions, including the criteria used for any reflected ranking. 

 It may not at present be a typical binary Bull or Bear determination at the moment.  We seem to be run-
ning in between them.  For now, we can observe that a peak to trough movement of consequence has occurred 
in equity markets and one that is generally coincident with cycle contractions of this magnitude.  Some mo-
mentum has been returned, at least for the time being, and we are now significantly off of those lows.  In our 
view, it is important to assess how companies and sectors will fare in the various and most probable outcomes 
that we are likely to see.  A delineation between secular growers and secular decliners may become more pro-
nounced.  Looking at cash flow expectations, buyback activity, and capital spending plans, in our view, will be 
important in the coming quarters in order to understand things like dividend sustainability.  High fixed costs 
and operating leverage are a good thing if you are in a winning business, but maybe not so much if you reside 
in a company selling cramped stadium seating.  Financial leverage is not an evil, but it can work against you if 
your company is staring at a difficult credit cycle and your services clean those stadium seats.  It is a period 
where that 8% dividend you see may not be 8% in the shortness of time.  While wanting to be respectful of the 
human cost and tragic difficulty for many individuals behind the macro data and the numbers, active invest-
ment allocators will have to endeavor to objectively look beyond that in an attempt to understand those compa-
ny specific details as best as possible.   


