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Quarter In Review
The U.S. economy began the year firing on all cylinders. Financial markets
also started off red hot due to record employment, muted inflation, and just
enough wage growth to create real wealth for consumers.
Then COVID-19 and the government-mandated shutdown of the U.S. economy
changed everything. Unprecedented stimulus packages from both the Federal
Reserve and Congress appear to have alleviated the panic for now.
Looking forward, the country is in uncharted territory. Never before has the
government attempted such bold moves to control a crisis, and the lack of a
time-tested playbook leaves several questions unanswered.
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Louis Federal Reserve President James
Bullard estimated that the U.S. is facing $25
billion in lost output every day the economy
remains shut down2.
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Anomalies like these prompted the Federal
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Lastly, in any other time period, what
transpired in the energy sector in March
would have been the only story in town.

However, the Fed appeared to be worried

Global demand for crude cratered due to
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COVID-19, and a tiff between Saudi Arabia
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and Russia caused supply to surge to
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While there may be short-term pain, the

only be the beginning. We are a wealthy

long-term benefits of cheap energy for the

nation, and our ability to throw money at this

U.S. economy should justify the means.

crisis is a powerful (albeit finite) weapon.

Darwinism also tends to favor those who
innovate, so this does not have to be a
zero-sum game between energy producers
and consumers. The last price war in 2014
taught us this. The U.S. became the largest
energy producer in the world, and oil prices

the future because I will either be lucky (less
likely) or wrong (more likely). I don’t have a
crystal ball, nor could I ever feel confident
about forecasting a future that is so heavily
dependent upon government action.
Apparently, I’m not alone. As we enter
earnings season for the first quarter, several
large companies including General Electric,
Federal Express, Starbucks, and Danaher
by

many people lose too many jobs, and we
must stomach a U-shape recovery?

bear markets, you just don’t know it at the

I usually avoid making bold predictions on

(forecasts

economy is shut down for too long, too

saying that “you make the most money in

Looking Ahead

suspended

government drops the ball? What if the

If this happens then so be it. There’s an old

remained well below $100/barrel.

have

What if I am wrong? What happens if the

“forward

management

guidance”
on

future

prospects and profitability). This makes
sense. How could anyone have a clear view

time.” The shape of the recovery is a
mystery, but the end result is less of one.
Nothing about this crisis leads me to believe
that

it

is

a

precursor

investors than a trap.
The bottom line is that nobody knows for
sure how long the economy will remain on
sick leave, but it will recover. For now, focus
more on your own health and try to stay
sane while sheltered in place.

Sincerely,

the range of outcomes, and if pressed, I’d

appears to be acutely aware that they need
to turn the economy back on (albeit slowly).
Furthermore, this first wave of stimulus may
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into the future with so many unknowns?

wager that we see a recovery sooner than
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