
News flow on the policy response front has remained heavy and highly fluid. Pandemic 
containment measures are taking an incalculable toll on the economy and financial markets leaving 
officials scrambling to develop appropriate counter measures that promote temporary stability.

Monetary Policy

The Fed has pulled out all the stops on adding liquidity 
to the system in order to maintain functioning capital 
markets amid unprecedented uncertainty. Cutting short 
term rates and restarting quantitative easing was just the 
beginning. In a press release1 Monday morning, The Fed 
stated it is “committed to using its full range of tools to 
support households, businesses, and the U.S. economy 
overall in this challenging time.” New policies included: 

•   Expanding the scope of securities it will purchase 
under QE to include agency commercial and 
residential mortgage backed securities.

•   Opening several lending facilities to support the flow 
of credit in corporate, municipal and asset backed 
lending markets.

•   The announcement of a “Main Street Business 
Lending Program” to support lending to eligible  
small- and medium-sized businesses, complementing 
efforts by the SBA. 

Fiscal Policy

Investors are still awaiting the details of a fiscal policy 
response with the hope that it will be proportional  
to the threat facing the economy. Lawmakers are 
struggling to come to an agreement on a proposed  
$1.6 trillion economic relief package.2 Two votes in the 
senate have failed to garner the required 60 member 
support required for passage onto congress due to party 
divides on the specifics of how the aid will be distributed.

The swift passage of fiscal stimulus to complement the 
‘all in’ effort being put forth on the monetary side will 
be essential to bridge the gap of lost income while the 
economy is shut down. Market participants are looking 
for a fiscal stimulus package that is adequate in both size 
and scope to prevent worst case economic slowdown 
scenarios to play out. With no definitive end in sight for 
the current containment strategy, it is highly likely this 
bill will not be the last stimulus on the fiscal front.
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1  https://www.federalreserve.gov/newsevents/pressreleases/monetary20200323b.htm
2  https://www.wsj.com/articles/senate-resumes-talks-after-blocking-coronavirus-rescue-package-11584966436?mod=hp_lead_pos2

To hear our latest insights on market developments, please join us 
every Wednesday at 9:00 a.m. PT at 1-866-506-8264.
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