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Last week’s “Behind the Markets” hosted two podcast conversations covering the

coronavirus, discussing how various countries such as Sweden are managing to keep their

economies open, and what the implications of different government relief measures are.  

In the first podcast, we spoke with Samuel Rines, Chief Economist at Avalon Advisors, on

how their team evaluates the current dynamics and how to position portfolios. 

Our second conversation focused on small businesses and how two companies are navigating

the new loan programs being offered. One in particular is helping small community banks

speed up the loan application process.  

Rines is closely watching the credit markets, given the recent programs introduced

by the Federal Reserve (Fed), and he believes there is even more tightening of yield

spreads that should result from the Fed’s packages. Rines highlighted investment-

grade municipal and corporate debt as two areas of opportunity. With the Fed buying

these instruments, the perceived credit risk is reduced, offering good relative

yield. 

Rines described the Fed’s programs as dynamite blasting through any clogs in the

flow of credit. He believes the Fed has more dynamite and it will continue to blast

through any credit dams blocking up the system. 

Rines believes the markets likely overreacted in pricing in the worst possible

reaction on the downside and may now be pricing in a better-than-likely recovery.

Companies may have a stronger savings mindset, with more cautious hiring and travel

plans. The restart of the economy will have several bumps and a number of false

starts along the way. 

Rines has a number of “alternative data” high-frequency indicators he’ll be

watching, such as TomTom traffic data, OpenTable restaurant data and FlightTracker24

data on airplane landings. To stay up to date on Rines’ latest thoughts, you can

sign up for his daily market commentary here.

On the small-business side, Enrique Mendoza, CEO of Bowstring Studios, described his

firm’s content production services. Last year he shot videos in 33 different countries,

and now production has been shut down entirely. Yet he highlighted how important

partnerships and relationships are, as his team is working on helping universities,

health care services and even financial service companies tell their stories now. He’s

currently trying to apply for the Paycheck Protection Program (PPP) but has found that

some of the big banks opened their application window and then shut it almost

immediately. 

As firms look for options beyond the big banks, Neal Patel, Founder and Chief Appraiser

at Reliant Business Valuation, created a website to help community banks manage the

application process. His firm previously advised SBA lenders on business valuations for

mergers and acquisitions (M&A) transactions, and they were able to pivot their

technology to help banks through this novel lending program.
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This discussion was very much a report from the “front lines” on how small businesses

are managing this shutdown and how the SBA lenders are providing support to these small

businesses. Please listen to the conversations with our guests below.

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

Credit : A contractual agreement in which a borrower receives something of value now and

agrees to repay the lender at some date in the future.

Federal Reserve   : The Federal Reserve System is the central banking system of the

United States.

Quantitative Tightening   : Quantitative easing is a process whereby a central bank

targets lowering longer-term interest rates by purchasing bonds and other securities to

stimulate the economy. Quantitative tightening is the reverse process whereby securities

are either sold or the proceeds of maturing securities are not reinvested with the goal

of tightening economic conditions to prevent the economy from overheating.

Yield : The income return on an investment. Refers to the interest or dividends received

from a security that is typically expressed annually as a percentage of the market or

face value.

Spread : Typically refers to a difference between a measure of yield for one asset class

and a measure of yield for either a different subset of that asset class or a different

asset class entirely.

Investment grade   : An investment grade is a rating that signifies a municipal or

corporate bond presents a relatively low risk of default.
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