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Ooh-Ooh child

Things are gonna get easier

Ooh-Ooh child

Things’ll get brighter

Someday, yeah

We'll put it together and we’ll get it undone

Someday

When your head is much lighter

Someday, yeah

We’ll walk in the rays of a beautiful sun

Someday

When the world is much brighter

(From “Ooh-Ooh Child” by the Five Stairsteps, 1970)

As many of us enter what seems like Day ∞ of self-quarantining or government-mandated

shelter-in-place restrictions, we may well be wondering if our heads will ever be “much

lighter” or we’ll once again “walk in the rays of a beautiful sun.”

Well, yes.

For some perspective, Ooh-Ooh Child was written in 1970, in the middle of a period of

global upheaval—the Vietnam war, race riots, the destruction of inner cities,

assassinations, terrorism and natural disasters (a cyclone in Bangladesh killed 500,000

people). And, gasp, it was the year the Beatles broke up! In other words, it was another

time when many people wondered if things would, ever again, “get brighter.”

We are not minimizing the severity of, nor the pain and suffering caused by, the current

coronavirus pandemic. We are simply making the point that we often find ourselves in the

middle of hard times, but life goes on. We make no predictions on the length or

magnitude of the virus’ influence on our economy and our lives, except one—it will end.

There is no question that the current market disruption is unprecedented. It has two

unique characteristics: (1) the market decline has been dizzying in its rapidity and

magnitude, and (2) it is the first “self-induced” economic and market recession in

history. In the interest of our collective health and safety we voluntarily put the

brakes on the global economy, and the market responded accordingly.
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But, as we noted recently, we’ve been here before. As a reminder, consider the following

chart. It is a snapshot of market performance since 2000, marked with historical global

virus scares.

It must be noted that none of the prior “virus scares” had the global impact of the

current Coronavirus, and the corresponding effects on the economy and the markets is
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unprecedented. Our broader point, simply, is that investing is a long-term endeavor, and

the “journey” can sometimes be quite volatile.

If we accept that, as bad as things seem, they will eventually improve, then what should

we do about it? Here is a short checklist of things to consider:

1 . Remember to stay disciplined in your long-term investment plan        . Investors,

historically, have proven to be bad market-timers, and it has cost them significant

long-term performance.

2. Remember that the stock market tends to be a         leading indicator of economic  

recovery. Put differently, you need to be invested before the economy shows signs of

turning around if you want to capture the full upside movement of the market.

3. Remember that the long-term return potential of an investment is a function          

of how much you pay for it today       . From a “glass half full” perspective, the market

decline has brought valuations down to more attractive levels than we have seen in
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years.

The dramatic decline in valuations makes U.S. mid caps and small caps look especially

attractive.
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4. When the markets   do begin to recover, look to history for clues as to where

there may be potential areas of relative outperformance       . As we wrote in a recent

blog, smaller-cap and dividend-paying stocks historically have outperformed as the marke

t moves into recovery mode.

Another potential area to consider is emerging markets. While the U.S. market has

outperformed the emerging markets on a cumulative basis over the past 25 years, the

emerging markets outperformed as we rolled out of the past two recessionary market

regimes (marked by the gray bars).

Sevent Chart_Sp 500 vs msci

To summarize, even though we are in the middle of an economic and market storm, we still

should keep our eyes on the longer-term horizon and plan accordingly. When this turmoil

passes—and it will—there will be investment opportunities available.

In closing, it probably is not often that a Grateful Dead song is used in an investment
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context, but we think 1987’s Touch of Grey nicely captures where we likely will go from

here:

The shoe is on the hand it fits, there’s really nothing much to it

Whistle through your teeth and spit ’cause it’s alright

Oh well, a touch of grey kinda suits you anyway

And that was all I had to say and it’s alright…

We will get by

We will get by

We will get by

We will survive…

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Recession : two consecutive quarters of negative GDP growth, characterized generally by

a slowing economy and higher unemploymen.

Valuation  : Refers to metrics that relate financial statistics for equities to their

price levels to determine if certain attributes, such as earnings or dividends, are

cheap or expensive.
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