Cumberland Advisors Market
Commentary – One Less Worry?
It is tempting to focus on the here and now, especially when
we are worrying about the economic fallout from the
coronavirus pandemic and its impact on the nation. We are
withdrawing from social contact and are concerned about all
sources of risks. We have seen reports of people sanitizing
cash as one way of protecting against the transmission of the
virus, and we have all experienced expanded use of electronic
payments via cell phones, credit cards, and even no-signature
requirements as a way of avoiding touching touchscreens at all
point-of-sale terminals.

The fact is that we are moving closer to being a cashless
society; and that may be, at least here in the US, one of the
side effects of 9/11 and the growth of technology. When 9/11
occurred, the Fed was forced to arrange trucks to transfer
checks across the country since its private fleet of airplanes
that physically transported paper checks from place to place
could not fly. In response to that experience, both the Fed
and the private sector made changes to how transactions were
cleared and settled and installed robust backup processes.
As a consequence of those changes, technology may be an
important and underappreciated source of resilience for our
financial system, mitigating some of the possible costs of the
financial crisis. On CNN just recently there was an interview
of an expert and her response to the NY governor’s claim that
a lockdown of New York would cause economic disaster to the US
economy. She made the point that financial markets are now
essentially electronic and that we have already operated a
week with the floor of the NY Stock Exchange closed. The
exchange floor is basically a TV set at this point, and is not

critical to the functioning of equity markets.
The same is true of all the actions that the Federal Reserve
has taken to support financial markets. The Treasury market is
electronic; the repo market is electronic; the federal funds
market is electronic, as are the SWIFT international foreign
exchange market, the large dollar transfer system, the credit
card system, and the ACH funds transfer system among financial
institutions, just to name a few.
As far as retail payments are concerned, prior
and check clearing was so important that the
had 56 facilities across the country involved
transfer of paper checks. Now it has only one
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captured electronically and are truncated at the point of
sale. Much of this shift was the logical fallout of the
changes in the payment system that resulted from 9/11.
Why is this important today? Well, we can continue to go to
the store and use credit cards, phones, and the like
(electronics) to make purchases with greatly reduced risk of
picking up the coronavirus or transferring it to others. While
this convenience may not seem like a big deal, transferring
money electronically certainly reduces risk in this time of
crisis and is one less thing to worry about.
At Cumberland Advisors we have been working remotely for more
than a week with full functionality, using technology and
implementing emergency preparedness procedures that we had
developed for exactly such a crisis.
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