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PORTFOLIO	UPDATE	–	FEBRUARY	28,	2020	
	
Global	markets	finally	caught	up,	in	the	negative	sense,	to	China’s	stock	markets	as	worries	about	the	
COVID-19	“novel”	coronavirus	spread	to	the	developed	West	faster	than	the	disease	itself.	A	contagion	of	
concern	overtook	markets	and	left	us	with	a	week	of	returns	we	have	not	experienced	since	the	Financial	
Crisis	in	2008.	What	is	materially	different	from	our	perspective	is	that	this	correction	is	not	a	response	to	
a	lack	of	faith	in	the	system	itself.	During	the	Crisis,	securities	prices	collapsed	on	the	fear	that	it	was	
actually	impossible	to	value	many	of	them,	and	that	large	parts	of	the	system	were	in	fact	worthless.	In	
certain	cases	this	did	prove	to	be	the	case	as	a	sudden	disappearance	of	liquidity	exposed	a	large	quantity	
of	bad	loans	and	mortgages	that	had	been	ingested	by	major	financial	institutions,	causing	the	collapse	of	
systemically	important	operations	like	Lehman	Brothers,	Bear	Stearns,	Washington	Mutual	and	
Countrywide.	There	was	absolutely	widespread	panic	that	we	could	be	facing	a	new	Great	Depression	as	
the	financial	system	itself	seized.	
	
This	week	was	very	different.	As	we	have	previously	explained,	COVID-19	of	course	has	and	will	continue	
to	have	economic	consequences,	but	it	does	not	call	into	question	the	soundness	of	markets,	banks	and	
whole	economies	as	we	experienced	a	dozen	years	ago.	We	find	it	likely	that	the	response	to	the	virus	will	
impact	company	earnings	and	the	GDP	of	nations.	Shutting	down	the	2nd	largest	economy	(China)	for	weeks	
if	not	months	would	never	have	gone	unnoticed	and	unpriced.	Reasonably,	that	demands	revisiting	what	
companies	are	worth	and	whether	yesterday’s	prices	reflect	tomorrow’s	realities.	Prior	to	the	outbreak,	
fundamentals	were	reasonably	solid	around	the	world.	Not	boom,	but	certainly	not	bust.	The	situation	we	
find	ourselves	in	could	take	that	optimism	down	to	modestly	solid,	or	perhaps	slightly	weakened.	But	even	
a	mild	global	recession	triggered	by	this	moment	does	not	call	into	question	the	fundamental	
underpinnings	of	finance	and	commerce.	We	are	seeing	steep	and	sudden	drops	in	stock	markets	that	
remind	us	of	2008,	and	nearly	unprecedented	lows	in	interest	rates,	without	anywhere	near	the	breakage	
that	brought	about	those	kinds	of	corrections	historically.		
	
So,	in	a	word,	why?	We	see	a	few	different	forces	at	work	which	all	feed	our	collective	response	to	
unconstrained	uncertainty.	Emotion,	namely	fear,	is	always	a	powerful	motivator.	Fear	of	the	virus,	fear	of	
losing	money,	reasonably	make	people	want	to	be	safe.	2008	still	looms	large	in	the	minds	of	investors	and	
a	PTSD-type	response	is	not	out	of	character.	Fool	me	once,	shame	on	you.	Fool	me	twice,	shame	on	me.	
	
That	emotion	is	being	fed	by	a	toxic	brew	of	real,	or	worse,	real	but	incomplete,	data	without	framing	or	
context,	and	quite	a	lot	of	false	narratives.	Add	to	that	the	markets	are	now	patrolled	and	exploited	by	
algorithms	and	artificial	intelligence	engines	that	can	actually	capture	and	quantify	shifting	sentiment	and	
strong	moves	one	direction	or	another	in	prices,	and	exploit	or	even	amplify	or	aggravate	those	moves	for	
profit.	We	have	seen	numerous	isolated	examples	of	this	played	out	in	the	“Flash	Crash”,	the	“Fat	Finger”,	
and	other	moments	over	the	last	many	years	which	show	how	quickly	and	to	what	extremes	things	can	
break	loose	on	little	information	or	bad	information.	Throw	something	at	the	market	like	the	novel	
coronavirus	and	we	could	experience	those	types	of	extreme	(over)reactions	again	and	again.	
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With	that	backdrop	we	chose	to	take	another	meaningful	step	back	from	the	market,	and	lowered	our	
equity	market	exposure	further	by	roughly	one	quarter	of	our	total	position	across	all	of	our	asset-allocated	
portfolios.	We	anticipate	that	clarity	and	greater	understanding	around	the	virus’	pandemic	qualities	and	
impacts	will	help	markets	firm	up,	and	would	not	be	surprised	to	see	a	fair	price	for	securities	settle	at	
something	less	than	the	peaks	from	just	a	couple	weeks	ago	after	accounting	for	the	drag	from	lowered	
economic	activity.	It	is	also	our	expectation	that	we	will	see	some	manner	of	coordinated	global	response	
across	the	major	central	banks	to	compensate	not	for	falling	stock	prices	but	for	potential	lost	GDP	from	
less	commerce,	less	travel,	and	less	work.	Depending	on	the	magnitude	of	the	response	this	could	put	a	
floor	in	prices,	or	at	least	slow	the	descent	and	tamp	down	volatility	while	investors	regain	their	footing.	In	
the	very	near	term	we	are	satisfied	owning	less	of	the	noise	while	we	wait	for	the	signal.	
	 	



	 	
	
	

 
Wilde Capital Management, 60 Morris Turnpike, Summit, New Jersey, 07901  (866) 894-5332 

www.wildecapitalmgmt.com   contact@wildecapitalmgmt.com 
 

	
DISCLOSURES	
	
Wilde	Capital	Management,	LLC	is	a	registered	investment	adviser.		Information	presented	is	for	educational	purposes	only	and	does	not	intend	to	
make	an	offer	or	solicitation	for	the	sale	or	purchase	of	any	specific	securities,	investments,	or	investment	strategies.		Investments	involve	risk	and,	
unless	otherwise	stated,	are	not	guaranteed.		Be	sure	to	first	consult	with	a	qualified	financial	adviser	and/or	tax	professional	before	implementing	
any	strategy	discussed	herein.	Past	performance	is	not	indicative	of	future	performance.	
	
It	is	important	to	remember	that	there	are	risks	inherent	in	any	investment	and	that	there	is	no	assurance	that	any	money	manager,	fund,	asset	
class,	style,	index	or	strategy	will	provide	positive	performance	over	time.	
	
Diversification	and	strategic	asset	allocation	do	not	guarantee	a	profit	nor	protect	against	a	loss	in	declining	markets.	All	investments	are	subject	to	
risk,	including	the	loss	of	principal.	
	
The	information	contained	herein	is	based	upon	the	data	available	as	of	the	date	of	this	document	and	is	subject	to	change	at	any	time	without	
notice.	
	
Portfolios	that	invest	in	fixed	income	securities	are	subject	to	several	general	risks,	including	interest	rate	risk,	credit	risk,	the	risk	of	issuer	default,	
liquidity	risk	and	market	risk.	These	risks	can	affect	a	security’s	price	and	yield	to	varying	degrees,	depending	upon	the	nature	of	the	instrument,	
and	may	occur	from	fluctuations	in	interest	rates,	a	change	to	an	issuer’s	individual	situation	or	industry,	or	events	in	the	financial	markets.	In	
general,	a	bond’s	yield	is	inversely	related	to	its	price.	Bonds	can	lose	their	value	as	interest	rates	rise	and	an	investor	can	lose	principal.	If	sold	
prior	to	maturity,	fixed	income	securities	are	subject	to	gains/losses	based	on	the	level	of	interest	rates,	market	conditions	and	the	credit	quality	of	
the	issuer.	
	
Foreign	investments	are	subject	to	risks	not	ordinarily	associated	with	domestic	investments,	such	as	currency,	economic	and	political	risks,	and	
may	follow	different	accounting	standards	than	domestic	investments.	Investments	in	emerging	or	developing	markets	involve	exposure	to	
economic	structures	that	are	generally	less	diverse	and	mature,	and	to	political	systems	that	can	be	expected	to	have	less	stability	than	those	of	
more	developed	countries.	These	securities	may	be	less	liquid	and	more	volatile	than	investments	in	U.S.	and	longer-established	non-U.S.	markets.	
	
An	investment	in	small/mid-capitalization	companies	involves	greater	risk	and	price	volatility	than	an	investment	in	securities	of	larger	
capitalization,	more	established	companies.	Such	securities	may	have	limited	marketability	and	the	firms	may	have	more	limited	product	lines,	
markets	and	financial	resources	than	larger,	more	established	companies.	
	
Portfolios	that	invest	in	real	estate	investment	trusts	(REITs)	are	subject	to	many	of	the	risks	associated	with	direct	real	estate	ownership	and,	as	
such,	may	be	adversely	affected	by	declines	in	real	estate	values	and	general	and	local	economic	conditions.	
Portfolios	that	invest	a	significant	portion	of	assets	in	one	sector,	issuer,	geographical	area	or	industry,	or	in	related	industries,	may	involve	greater	
risks,	including	greater	potential	for	volatility,	than	more	diversified	portfolios.	
	
Important	Disclosures:	Exchange-Traded	Funds		
	
Exchange-traded	funds	(ETFs)	are	investment	vehicles	that	are	legally	classified	as	open-end	investment	companies	or	unit	investment	trusts	
(UITs),	but	differ	from	traditional	open-end	investment	companies	or	UITs.	ETF	shares	are	bought	and	sold	at	market	price	(not	net	asset	value)	
and	are	not	individually	redeemed	from	the	fund.	This	can	result	in	the	fund	trading	at	a	premium	or	discount	to	its	net	asset	value,	which	will	affect	
an	investor’s	value.	Shares	of	certain	ETFs	have	no	or	limited	voting	rights.	ETFs	are	subject	to	risks	similar	to	those	of	stocks.	
	
ETFs	included	in	portfolios	may	charge	additional	fees	and	expenses	in	addition	to	the	advisory	fee	charged	for	the	Selected	Portfolio.	These	
additional	fees	and	expenses	are	disclosed	in	the	respective	fund/note	prospectus.	For	complete	details,	please	refer	to	the	prospectus.	
	
For	additional	information	regarding	advisory	fees,	please	refer	to	the	Fee	Summary	and/or	Fee	Detail	pages	(if	included	with	this	report)	and	the	
program	sponsor's/each	co-sponsor's	Form	ADV	Part	2,	Wrap	Fee	Brochure	or	other	disclosure	documents,	which	may	be	obtained	through	your	
advisor.	
	
Certain	ETFs	have	elected	to	be	treated	as	partnerships	for	federal,	state	and	local	income	tax	purposes.	Accordingly,	investors	in	such	ETFs	will	be	
taxed	as	a	beneficial	owner	of	an	interest	in	a	partnership.	Tax	information	for	such	ETFs	will	be	reported	to	investors	on	an	IRS	schedule	K-1.	
Investors	should	consult	with	their	tax	advisors	in	determining	the	tax	consequences	of	any	investment,	including	the	application	of	state,	local	or	
other	tax	laws	and	the	possible	effects	of	changes	in	federal	or	other	tax	laws.	
	


