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The American economy and job market, coming out of the Great Financial Crisis, steadily 
improved for over a decade. With the arrival of COVID-19, critical sectors of the economy 
were asked to discontinue operations as usual or shut their doors entirely. More than 6 
million U.S. workers filed for unemployment benefits in the week ending March 28 — a 
new historic high. The abruptness of the about-face is unprecedented.  Is our economy 
capable of sustaining a multimonth organized shut down of several industries without 
a prolonged re-expansion period? To our policymakers’ credit, measures designed to 
soften the economic blow caused by the response to COVID-19 have been provided 
promptly. The Federal Reserve acted swiftly in dropping the federal funds rate and 
agreeing to buy “limitless” amounts of bonds. The Federal Government has delivered an 
historic $2 trillion stimulus bill designed to prop up a reeling economy and a disillusioned 
American worker. The efficacy of these efforts and the rate at which we can contain the 
spread of COVID-19 will determine financial market behavior going forward. Complexities 
offered by this scenario are unbound and the stakes high. To discuss these topics, 
Synovus has asked Robert Nobles, CFA, and Dan Morgan to participate in a question and 
answer segment. 

Financial Markets Q&A

Robert E. Nobles CFA, CIMA, CPA
Chief Investment Officer 
Synovus Trust Company, N.A.

Robert:
1)  What are your thoughts on the stimulus package?  

It is a welcome sight and relief for individuals, businesses and creditors. The funds will provide short-term financial assistance to 
many but not all who have needs.  For those who are unemployed, or soon to be unemployed, the funds help offset the near-
term concern of how to pay necessary bills for shelter, utilities and food. The longer the length of time the unemployed are out 
of work, the greater the risk becomes they are unable to stay current with their financial obligations. Businesses are helped 
somewhat, but the funds run out quickly if you are unable to re-open because of preventive measures to lessen the spread of 
COVID-19. Creditors have been helped with assistance from the Federal Reserve providing a key role as a lender of last resort 
for various securities. A large amount is required to address the healthcare crisis and destruction of the economy.   

2)  What are your expectations for the economic recovery?  
Much depends on how successful health measures are to slow the spread of COVID 19. We expect high unemployment over the 
next several months. We are hopeful the peak number of cases can be attained before the end of April, providing businesses 
an opportunity to restart their operations in the summer. The recovery will begin gradually and be uneven. Consumers and 
businesses will hesitate to return to their old ways of conducting business and spending. 
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Dan:
3)  What indicators are you closely following that would help Investors gauge when the current correction will end?

A few things. However, we are keeping an eye on performance of the airline, energy and leisure sectors. Going back to similar 
periods – financials in 2008 and 1998, technology in 2002, and energy in 2016 – you see that the broader market bottomed out 
just as the impacted sectors found their footing. Once visibility and a way forward were seen for those sectors, the market turned 
around more or less in unison. Another thing to keep an eye on is BAA credit spreads. These credit spreads typically peak at 
about 350 bps in periods of financial crisis. We have already achieved those levels.

Robert:
4)  Is this decline similar to the Great Financial Crisis of 2008, or are we facing a depression? 

We think neither, but definitely not a depression. A recession is two consecutive quarters of negative economic growth while 
a depression is years of negative economic growth. COVID-19 presents a different set of issues than the Great Financial 
Crisis. Government and the Federal Reserve moved slowly to assist mortgage borrowers and financial institutions. This time, 
government and the Federal Reserve moved quickly to help, and banks have high capital levels to help consumers and 
businesses. The COVID-19 pandemic is affecting every part of the economy on a global basis. We are operating in unique ways 
because social contact is a primary method of doing business in a service economy.    
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Housing Bubble Coronavirus
Peak S&P 500 Index 1,576 3,373

Market peak date October 11, 2007 February 20, 2020

Market drop from peak -56.5% -33.6%

Fed Funds Rate 5.25% 1.5%

GDP Growth YoY 2.2% 2.3%

Unemployment rate 5.0% 3.5%

Jobs lost 9 million 3.28 million

Household Debt % of GDP 134% 96%

% Corporate Debt 
Investment Grade

65% 72%

Stimulus Package American Recovery and 
Reinvestment Act $831 billion

Coronavirus Relief Bill      
$2.0 trillion
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Robert continued: 
5)  Why did market values for stocks and bonds decline rapidly?
Investors have been using strategies tied to low volatility in the financial markets and using leverage 
to increase their returns. When volatility increased, investors began to unwind their trades causing 
a run for cash by selling whatever liquid securities they could. Add in the program traders focusing 
on price movements to make decisions, and most players were caught off-guard by large swings in 
market values. Spread of COVID-19 across the Pacific to become a pandemic was unexpected, and 
the closing of many cities at one time added to the panic to sell at any price. We expect monetary 
stimulus by the Federal Reserve and fiscal stimulus by Congress to provide support to the financial 
markets. Our focus has turned to the upcoming recovery and seeking out companies with dominant 
market share and solid finances.      

6)  What else do you want to share?
We will make it through this time, and we are hopeful the emotional impact from COVID-19 will be 
contained as the number of cases continues to climb. Our society will learn from this and implement 
new techniques led by technology. These new techniques will provide higher levels of productivity 
and the ability for companies to earn more profits over time. We, like most investors, have not 
factored in a stronger-than-expected economic rebound leading to quicker rebound in market values. 
Our belief is that increased volatility will continue to be a major factor in the financial markets during 
an election year. Our recommendation is one of patience, staying with your long-term asset allocation.

The views, opinions and positions expressed are those of the referenced authors at the time of publication and are based upon information available at that time.  There can 
be no assurance that any of the beliefs and views expressed herein will prove to be accurate, and actual outcomes or events may vary significantly from those presented.  The 
authors’ views are subject to change and do not reflect the views, opinions or positions of Synovus Financial Corp, who makes no representations as to accuracy, completeness, 
timeliness, suitability or validity of information presented and will not be liable for any errors, omissions, or delays in this information or any losses, injuries or damages arising 
from its display or use. The information provided in this material is intended to highlight present economic and market conditions in general.  It does not constitute any 
recommendation, and is not meant for use as personalized or individual investment advice. We encourage you to speak with your financial professional concerning your specific 
investment goals and risk tolerance before making investment decisions.

Investment products and services provided by Synovus are offered through Synovus Securities, Inc. (“SSI”), Synovus Trust Company, N.A. (“STC”), GLOBALT, a separately 
identifiable division of STC and Creative Financial Group, a division of SSI. Trust services are provided by Synovus Trust Company, N.A. The registered broker-dealer offering 
brokerage products for Synovus is Synovus Securities, Inc, member FINRA/SIPC and an SEC Registered Investment Advisor. SSI is a subsidiary of Synovus Financial Corp. and an 
affiliate of Synovus Bank and STC, and STC is a subsidiary of Synovus Bank.
 
Investment products and services are not FDIC insured, are not deposits of or other obligations of Synovus Bank, are not guaranteed by Synovus Bank and involve 
investment risk, including possible loss of principal amount invested. 
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