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Update: COVID-19 & the Financial Markets 
 
Saturday morning I ran an errand to my local Lowe’s home improvement store.  As I perused the aisles in search of 
the items I required to complete a project, I noted just how empty the store seemed.  My wife had a similar, but at the 
same time, very different experience at our local Costco on Friday afternoon.  Our Costco is usually a very busy 
store. However, my wife reported that the crowds were hurricane preparation level on Friday.  Costco employees 
were managing the distribution of staples such as toilet paper and bottled water.   
 
The take away from these anecdotes is that the coronavirus outbreak is having an economic impact here and abroad.  
The impact definitely leans to the negative, but there are certainly some businesses experiencing a spike in sales 
activity.   
 
As expected, incidences of the virus are emerging in many more states across the U.S. compared to the beginning 
of last week.  The map below is from the Center for Disease Control (CDC) website and is color coded to show the 
number of cases in each state, rather than just each state reporting outbreaks.  You will note that many states with 
cases report numbers in the low single digits.  I realize with incubation periods, testing kit availability, and other 
factors, it will likely get worse before it gets better, but let’s make sure we stick to the facts as we move along.   
 



 

 

 

 

   

Market Note 

There are three big questions now; how much further will the virus spread?  How much will it affect the economy and 
therefore financial markets?  How long will the impact last?  Although it may not seem so, markets have weathered the 
viral outbreak reasonable well so far.  As of market close Friday afternoon the S&P 500 index was slightly positive for 
the week, although down around 10% from the February 19, 2020 peak.  Today (Monday) is another down day so far 
in markets, although the vast majority of trading takes place in the last hour of trading these days, so we will have to 
wait and see how the session concludes. 

 
 

 
 
 

Since the outbreak made headlines, we have been following our most respected market strategists closely.   We hear 
no evidence of panic in their commentary and writings.  That could certainly change as more data becomes available, 
but the point is to remain data dependent and resist the urge to react rashly to over-hyped media coverage.   
 
With these comments as context, let’s review the economic backdrop given the data we have today.  First, prior to the 
Coronavirus outbreak the global economy was just beginning to emerge from an economic slowdown that stretched 
over multiple quarters.  Many S&P 500 Index companies were in the midst of an earnings recession, meaning reported 
profits were in decline on a comparative quarter over quarter basis.  Positive economic data continues to roll in, albeit 
from activity logged in January and February, prior to the outbreak.  The Fed just announced an emergency monetary 
stimulus action by lowering the target Federal Funds Rate by 0.50% (50 basis points).  The Fed will still meet on March 
18th for their regularly scheduled Federal Reserve Open Market Committee (FOMC) meeting, and could potentially drop 
the target rate again.  Monetary conditions are easy, meaning money is cheap.   
 
A base case is defined as the most likely outcome given the information available today.  This definition fits our base 
case precisely.  There are, of course, better case scenarios, and worse case scenarios, possible as well.   
 
Right now, our base case is for the economic impact of the Coronavirus to be temporary overall.  Some 
companies will fare better than others.  For example, if you forgo your daily Starbucks fix for two months, I doubt you 
will consume twice as much coffee, tea, or lattes when you return to normal activity.  However, many companies are 
going to benefit from pent up demand for their products and services that isn’t going to simply disappear.  Once the 
virus dissipates, supply channels flow, and consumption resumes, some will experience a surge in activity previously 
put on hold.   
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One example of our data intake involves gages of market sentiment by market participants.  It is a highly regarded 
source in our industry and used by such professionals as Liz Ann Sonders, Chief Market Strategist for Charles Schwab 
& Co., Inc.  Rather than paraphrase their view, I will simple quote from the publication released this past Friday.   
 
“Still, the overall takeaway is positive, which shouldn’t be a big surprise given the studies we’ve discussed lately. Short-
term, extreme volatility after readings like this are not at all uncommon. A persistent decline most certainly would be.” 
 
As Liz Ann points out in her blog post this morning, “there is some reason for hope given the flattening out of the number 
of confirmed COVID-19 cases in Mainland China (see chart below).  There is also a still-sharp trajectory for the number 
of recoveries…..markets are at the mercy of virus news-good and bad.” 

 
 

 
 
 

It is the last line in the quote above that is interesting to note, and the crux of the decision process.  Any bit of good 
news on the virus will send markets shooting upward.  We’ve already experienced the impact of bad news to the 
downside.  It is just impossible to know the real economic impact going forward until actual data rolls in over time, so 
the trick is to stay positioned for good news while managing through the bad news.   
 
We also closely follow the views of Brian Wesbury, Chief Economist at First Trust Portfolios, and one of the top rated 
economists over the past several years.  Brian wrote in his Monday Morning Outlook that the Atlanta Fed had originally 
predicted first quarter 2020 GDP growing at an annual rate of 3.1%.  Yes, 3.1%!  This is supportive of the global 
economic recovery picture that was emerging prior to the virus outbreak.  Brian also point outs that this number will 
likely be revised downward due to the Coronavirus.  However, Brian points out that if prior episodes are any sort of 
guide ensuing inventory, replenishment could quite possibly boost growth to 3.5 to 4% annual rate in the second half 
of the year.   
 
Brian had the probability of a recession pegged at 10% prior to the outbreak and now handicaps the odds at 20%, 
higher but not high.  He also offers an interesting rule of thumb to gage recessions; “if the unemployment rate goes up 
0.4% or more compared to where it was three months prior then the U.S. is probably in a recession, otherwise it’s 
probably not.”   
 
We concur with Brian’s conclusion that we’ve had severe virus outbreaks before, and with the exception of the Asian 
flu in 1957-58, the economy has avoided recession and thrived in the post-outbreak periods.   
 
As always, if you have questions or concerns please connect with your Integra Capital advisor and he or she will be 
delighted to assist you.   
 
Past Market Notes may be accessed on our website at: https://integracapitaladvisors.com/archives 
 
 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclosures 
 
The information contained herein has been obtained from sources believed to be reliable but the accuracy of the information cannot be guaranteed, 
nor should it regarded as a complete analysis of the subjects discussed. All expressions of opinion reflect the judgment of the author as of the date 
of publication and are subject to change. 
 
Information presented does not involve the rendering of personalized investment advice, but is limited to the dissemination of thoughts and opinions 
on investment topics. Information presented is not an offer to buy or sell, or a solicitation of any offer to buy or sell the securities mentioned herein. 
 
Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will either be suitable or 
profitable for a client's investment portfolio. All investment strategies have the potential for profit or loss. Past performance is not a guarantee of 
future returns.  Changes in investment strategies, contributions or withdrawals may materially alter the performance, strategy and results of your 
portfolio. The use of charts, formulas or models does not guarantee a particular success rate or prevent potential losses. 
 
The performance of any indexes referred to in this newsletter do not reflect the performance of Integra Capital Advisors’ clients. Historical 
performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the 
deduction of an investment-management fee, the incurrence of which would have the effect of decreasing historical performance results. Economic 
factors, market conditions, and investment strategies will affect the performance of any portfolio and there are no assurances that it will match or 
outperform any particular benchmark. 

This publication is provided for informational purposes only, and should not be construed as tax or legal advice. Always consult an attorney or tax 
professional regarding your specific legal or tax situation. 


