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Headlines have been dominated by important concerns surrounding the coronavirus since its known existence in 

Wuhan, China on December 31, 2019.   We thought it would be a good opportunity to clear the air of some of the 

dramatization and hype the news airwaves have been carrying and talk a bit more about facts, observation, 

history and context.   We come at this not from a medical stance, but from an investment stance and try to 

answer questions that we can about near-term economic and market effects this epidemic may create.     

What is it? According to the World Health Organization (WHO), coronaviruses are a large family of viruses found 

in both humans and mammals and cause illness ranging from common cold to more flu-like symptoms. A new 

coronavirus (2019-nCov) was first reported in Wuhan, China on December 31, 2019 and had not previously been 

identified in humans.   While 2019-nCoV is in the same family as SARS (Severe Acute Respiratory Syndrome), it is 

not the same virus.  

How dangerous is it?  The current coronavirus causes flu-like symptoms in most patients that can lead to 

pneumonia or breathing difficulties.  In rare cases, the disease can be fatal.  As of Monday, February 3rd there 

have been 427 deaths attributed to the virus with 425 in China, one in Philippines and one in Hong Kong.  For a bit 

of perspective, the death rate thus far is 2.1% versus the SARS outbreak death rate of 9.6%.   

How fast could it spread?  This Wuhan strain of coronavirus can transmit from human to human through the 

respiratory system (breathing, coughing, saliva).  With the increased ease of global travel and migration today and 

the high infection tendency, this version of coronavirus has spread more rapidly than the previous SARS epidemic.  

So far 25 countries have reported at least one case, but the vast majority are still contained to mainland China.  It 

is worth noting that, as of this writing (2/4/2020), there have been 11 cases of the virus in the United States, with 

one person already recovered.  

How will it affect worldwide health? The WHO has declared this new outbreak to be a “public health emergency 

of international concern” given its rapid contraction and people movement.  Governments, countries, companies, 

and other institutions are taking this seriously and creating barriers for the virus to transmit such as: 

 Suspending flights to/from China 

 Refusing visa to U.S. entry to those traveling to China within the last 12 days 

 Chinese declaration of extended time off for another week in ½ the provinces 

 Closure of retail outlets in China (Apple, McDonalds, Levi, Starbucks) 

How will it affect global growth?  We assume it will have a near-term effect on 1st quarter GDP in China that will 

likely affect world GDP given China’s economic importance.  Economists thus far are making early predictions that 

the virus could reduce growth in China by -0.5%.  The virus will likely have some lingering effects on 2nd quarter 

growth, as well, but it’s simply too early to tell.   
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What does history tell us?  Let’s put it in context.  We should look to history at how other viruses and epidemics 

have played out to get a better understanding of the path this virus may take.  Of the past 11 world-wide 

epidemics that have caused global concern (illnesses such as MERS, SARS, and Zika) the stock markets typically 

traded down the first month that the epidemic’s discovery was made and discussed.  Some would even call it an 

“info-demic” because of the 24-hour news describing information that is sometimes accurate, and sometimes not 

and the rise of social media that can spread myths, fan rumors, and provide improper advice.   In the next 

preceding month, 8 of 11 times the markets bounced back from the immediate sell-off.  Looking out a bit more, 

over the following three months all 11 times the markets recovered from the initial month’s fear.  

And there is a flu much closer to home that causes deaths every year, our common winter flu.  Some statistics on 

this year’s U.S. flu also put into perspective the current small scope of coronavirus.  CDC estimates that, from 

October 1, 2019, through January 25, 2020, there have been 19-26 million flu illnesses, 8.6-12.0 million medical 

visits due to flu symptoms, 180,000-310,000 flu hospitalizations, and 10,000-25,000 flu deaths. 

How will it affect my investments?  We pride ourselves on maintaining the proper asset allocation for our clients 

so that they can weather periods like this when markets are looking for direction and answers.  Having a ballast of 

cash/fixed income securities, which most of our clients have, protects the portfolio from near-term market 

gyrations like the one we saw the last week of January when the Dow Jones fell over 733 points or -2.5% (bonds 

rose +0.6%).  Some market technicians see a pullback of 5-6% from recent January highs, which means there could 

be more volatility to come, but so far, we still see no sign of this virus causing a material global slowdown which 

could bring about a recession.  It is just not in the numbers yet, and may never be, but it is something we are 

monitoring.  As a reminder, volatility is a normal part of the upward trajectory of equities.  The average intra-year, 

peak-trough decline of the S&P 500 during the last 40 years has been -13.8%, but the Index has ended the year 

positive in 30 of those last 40 years.  

Is now the time to buy or to sell?  As advisors, we have already taken steps in many client portfolios to reduce 

risk through our asset allocation rebalancing (reduce equity in favor of fixed income) and trimming some asset 

classes that we think have done quite well and have limited upside.  We discussed those moves in the November 

and December SCA Perspectives.  In addition, we select investment strategies that are able to weather the 

downturns with most of our funds doing better than their index benchmark during market declines. 

Want more information?  We believe the following website have the best direct knowledge and up-to-date 

information if you would like to further understand the virus. 

https://www.who.int/emergencies/diseases/novel-coronavirus-2019 

https://www.cdc.gov/coronavirus/about/index.html 

https://www.hhs.gov/about/leadership/secretary/speeches/2020-speeches/remarks-at-coronavirus-press-

briefing.html 
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