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The Coronavirus outbreak continues to have an intense impact on society as well 
as global financial markets. The ‘social distancing’ policy to mitigate the spread of 
the virus has resulted in widespread travel restrictions as well as a shutdown of 
many ‘non-essential’ businesses. The economic impact of these actions has been 
profound and resulted in exceptionally high levels of unemployment. Although 
there is no definitive timeline as to when more normal social and work activities 
can resume, many states have started to slowly reduce restrictions.

Coronavirus 
Containment measures used to halt the spread of Coronavirus have sharply 
curtailed economic activity, but should eventually lead to a less-prolonged 
downturn. A contraction in business levels is likely to continue into the third quarter 
but the worst of the decline will likely be in the second quarter as many states have 
just begun to lift some activity restrictions. There is a concern that the virus will 
return in the late fall, which of course would stretch out the recession. 

Given that businesses across the country have shuttered and residents have 
stayed at home to stop the spread of Covid-19, incoming global economic stats 
should paint a difficult economic picture. Many countries have likely entered a 
recession, as a result of the virus mitigation efforts. There is certainly hope that 
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the viral outbreak will be contained 
and that normal activity levels will 
eventually be restored. But health 
officials, the private sector and 
consumers may remain cautious into 
the summer months. This means that 
while a good portion of lost activity 
may be regained quickly, some sectors 
will lag, leaving a considerable number 
of businesses and workers at risk, 
even after the virus transmission has 
subsided.

First-Quarter GDP
During the final weeks of 1Q, the 
coronavirus pandemic severely 
restricted U.S. economic momentum, 
shuttering businesses and putting tens of millions out of work. A U.S. 
recession is highly probable but the speed at which the economy has slowed 
has rendered much of the traditional economic data, typically released with a 
lag of about a month, outdated before it has even been published. The U.S. 
economy, as measured by Gross Domestic Product (GDP), contracted by 
4.8% in the first quarter. This is an initial reading and subject to revisions.

The decrease in first-quarter real GDP was largely driven by the 7.6% 
decline in consumer spending, which subtracted 5.3% from the total GDP 
number. Investment related activity was also a drag on growth. Dragging 

down first-quarter 
GDP was a sharp 
drop in spending 
on services, largely 
for health care, as 
people cut back 
on non-emergency 
treatments and 
avoided emergency 
rooms for fear of 
catching Covid-19.

The second-quarter 
growth is expected 

to be far worse. Recall that the 1Q results reflect two months of relatively 
normal business activities before the introduction of many state wide stay-at-
home orders in the final month of the quarter. 

The Consumer-confidence report showed the biggest drop in over 45 years 
and recent jobless-claims report came in at 3.839 million. Over the last 
six weeks, more than 30 million Americans have filed for unemployment 
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benefits. This far exceeds the 22.8 million jobs that were added between 
February 2010 and February 2020 during the expansion following the global 
financial crisis. 

Consumer spending represents two-thirds of total GDP. Retail sales saw the 
biggest declines at gasoline stations, motor vehicle and parts dealers, and 
furniture, furnishings, electronics, and appliance retailers. These numbers 
are likely to get worse in the coming months. Energy goods represent just 
3.3% of total consumption but on top of sharp pullbacks in purchases of 
nonessentials (e.g., clothing and footwear, durable goods such as cars, 
furniture, and recreational goods) and many services, we can expect to see 
acute declines in the consumption data for March and likely all of Q2 2020.

Government Response
Trillions of dollars in various government-backed programs have been 
enacted to insure that liquidity will not dry up, vital industries will survive and 
many employees 
will be able 
to bridge this 
challenging stay-
at-home period 
(see overview 
of CARES Act 
above).

Conclusion
The U.S. 
economy is 
likely entering a 
recession which 
is expected to 
be deep and 
painful (note: we 
will not officially 
know until 
several months from now). However, many are hopeful that it will be short-
lived and economies around the world will be back on a positive track in 
2021. However, at this point, there remain many unknowns surrounding 
coronavirus, which is likely to keep volatility levels elevated over the 
next few months at a minimum. The near-term economic outlook is very 
challenging as consumers and businesses slowly resume activity. The 
spread of COVID-19 has not yet reached its peak in the U.S. As long as the 
rate of diagnoses continues to increase, commerce will be impaired, markets 
will be volatile and forecasting will be challenging. However, we believe that 
the long-term investment outlook has improved with lower valuations and 
strong economic activity is likely to resume next year.

S&P 500 Index 
3 Month -10.85%
Year-to-Date -9.30%
1 Year 0.85%
3 Year 9.03%
5 Year 9.10%

MSCI EAFE Net 
Index 
3 Month -16.31%
Year-to-Date -17.84%
1 Year -11.34%
3 Year -0.58%
5 Year -0.17%

Barclays Aggregate 
Bond Index 
3 Month 3.15%
Year-to-Date 4.98%
1 Year 10.84%
3 Year 5.17%
5 Year 3.79%
As of 4.30.2020
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1. Consult an Idaho Trust Bank financial consultant for more details. Securities and insurance products are 
offered through LPL Financial and its affiliates, Member FINRA/SIP. Idaho Trust Bank is not a registered broker/
dealer and has a brokerage affiliate arrangement with LPL Financial. Idaho Trust Bank is a separate company from 
LPL Financial. Investment accounts generally under $300,000; Insurance and Annuities of all sizes.
2. Please see the Idaho Trust Bank Schedule for Fees. Investment accounts generally over $300,000.
3. Please see the Idaho Trust Bank Schedule of Fees. Investment accounts generally over $500,000. 
Certain products may be provided by a Financial Consultant of Idaho Trust Financial is utilized: (1) Securities and 
insurance products are offered through LPL Financial and its affiliates, Member FINRA/SIPC; (2) Idaho Trust Bank 
is not a registered broker/dealer and has a brokerage affiliate arrangement with LPL Financial; and, (3) Idaho Trust 
Bank is a separate company from LPL Financial, Idaho Trust Bank does not provide tax or legal advice. Overlay 
Asset Management utilizes external and/or internal managers selected by Idaho Trust Bank. 
4. Certain products may be provided by a Financial Consultant of Idaho Trust Financial. Securities and 
insurance products are offered through LPL Financial and its affiliates, Member FINRA/SIPC. Idaho Trust Bank is 
not a registered broker/dealer and has a brokerage affiliate arrangement with LPL Financial. Idaho Trust Bank is a 
separate company from LPL Financial. Idaho Trust Bank does not provide tax or legal advice. 
5. Exchange Traded Funds (ETF), mutual funds and individual stocks are subject to risks and fluctuate 
in value. Neither asset allocation nor diversification assure a profit or protect against loss. International investing 
involves special risks including increased volatility, political risks, and differences in auditing and other financial 
standards. Small-cap stocks have historically experienced greater volatility than average. High yield, lower-rated 
securities generally entail greater market, credit and liquidity risks than investment grade securities and may in-
clude higher volatility and higher risk of default. Bond prices are sensitive to changes in interest rates and a rise in 
interest rates can cause a decline in their prices. Past performance is no guarantee of future results. No represen-
tation is hereby made of the risk and/or return of any particular portfolio. There is no guarantee that any suggested 
investment strategy will work in any market. You should fully and carefully consider all objectives, risks, expenses 
and fee before you invest.
6. Portfolios are illustrative only. ActualLifeNeedsTM Portfolios will vary from time to time as determined by 
Idaho Trust Bank. No representation is hereby made of the risk and/or return of any particular portfolio. There is no 
guarantee that any suggested investment strategy will work in any market. You should fully and carefully consider 
all objectives, risks, expenses and fees before you invest. Past performance is no guarantee of future results. 

Exchange Traded Funds (ETF), mutual funds and individual stocks are subject to risks and fluctuate in value. 
Neither asset allocation nor diversification assure a profit or protect against loss. International investing involves 
special risks including increased volatility, political risks, differences in auditing and other financial standards. 
Small-cap stocks have historically experienced greater volatility than average. High yield, lower-rated securities 
generally entail greater market, credit and liquidity risks than investment grade securities and may include higher 
volatility and higher risk of default. Bond prices are sensitive to changes in interest rates and a rise in interest rates 
can cause a decline in their prices. Past performance is no guarantee of future results. For more information about 
performance of Idaho Trust Strategies and our performance calculation methodology, please contact us. Actual 
client performance may vary from the performance of model portfolios and/or any strategy. No representation is 
hereby made of the risk and/or return of any particular portfolio. There is no guarantee that any suggested invest-
ment strategy will work in any market. You should fully and carefully consider all objectives, risks, expenses and 
fees before you invest.

Portfolios are illustrative only. Actual LifeNeeds™ Portfolios will vary from time to time as determined by Idaho 
Trust Bank. The Idaho Trust investment strategies will vary from time to time as determined by Idaho Trust Bank. 
The information and analysis expressed herein are for general information only and are not intended to provide 
specific advice or recommendations for any individual or entity. Information contained herein has been obtained 
by sources we consider reliable, but is not guaranteed. Any opinions expressed are based on our interpretation of 
data available to us at the time of the original publication of the report. These opinions are subject to change at any 
time without notice. 

NOT A DEPOSIT • NOT FDIC INSURED • NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY • NOT 
GUARANTEED BY THE BANK • MAY GO DOWN IN VALUE
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