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THE MARKETS
Take a deep breath.

We have experienced downturns before.

Think back to 2018. During the last quarter 
of the year, major stock indices in the Unites 
States suffered double-digit losses, much of it 
during December. What happened next? By 
the end of 2019, those indices had reached        
new highs.

The reasons for, and performance following, 
market downturns varies. The key is not           
to panic.

Last week, U.S. stock indices lost significant 
value when the coronavirus spread outside 
of China, and expectations for companies’ 
performance in 2020 changed. At the start of 
the week, markets anticipated positive earnings 
growth (i.e., higher profits) during 2020. By 
the end of the week, they suspected earnings 
might be flat for the year.

At the end of last week, FactSet reported 68 
companies in the Standard & Poor’s 500 Index 
had offered negative earnings guidance for the 
first quarter. In other words, the companies 
didn’t expect to be as profitable from January 
through March as analysts anticipated. That’s 
fewer companies than normal, relative to the 
five-year average. However, the number could 
increase. FactSet’s John Butters explained:

“…early in the quarter, a number of S&P 
500 companies stated they were unable to 
quantify an impact from the coronavirus 
or did not include the impact from the 
coronavirus in their guidance. Thus, there 
may be an increase in the number of 

companies issuing negative guidance later 
in the first quarter as these companies gain 
clarity on the impact of the coronavirus on 
their businesses.”

Changing profit expectations are one concern 
for investors. Another is fear. Investors are 
afraid the current economic expansion and bull 
market may end. At this point in the economic 
cycle, investors often are both hopeful and 
doubtful. The Economist explained:

“[Investors] hope that the good times will 
last, so they are reluctant to pull their money 
out. They also worry that the party may 
suddenly end. This is the late-cycle mindset. 
It reacts to occasional growth scares – about 
trade wars or corporate debt or some other 
upset. But it tends not to take them seriously 
for long.”

Currently, investors are reacting to the 
coronavirus. They fear it will be the catalyst 
that sparks recession. While that’s possible, in 
the past, markets have responded negatively 
to coronaviruses and then recovered. (Keep 
in mind, past performance is no indication of 
future results.) Barron’s cited a private wealth 
manager who pointed out:

“…this isn’t the first time that an epidemic 
has rocked the stock market. The S&P 500 fell 
15 percent after SARS hit the market in 2003 
but was up just over 1 percent six months 
after the outbreak began.”

No matter the reason, it is unnerving to be an 
investor when stock markets head south. There 
is nothing comfortable about watching the 
value of your savings and investments decline. 
Regardless of the discomfort, selling when 
markets are falling has rarely proved to be a 

Data as of 2/28/2020 1 WEEK YTD 1 YEAR 3 YEAR 5 YEAR 10 YEAR

Standard & Poor's 500 (Domestic Stocks) -11.5% -8.6% 6.1% 7.7% 6.9% 10.2%

Dow Jones Global ex-U.S. -9.0 -10.6 -3.2 1.5 0.0 2.1

10-year Treasury Note (Yield Only) 1.1 NA 2.7 2.4 2.1 3.6

Gold (per ounce) -2.0 5.7 22.0 8.6 5.8 3.8

Bloomberg Commodity Index -6.9 -12.3 -12.8 -6.8 -7.0 -6.1

Notes: S&P 500, DJ Global ex US, Gold, Bloomberg Commodity Index returns exclude reinvested dividends (gold does not pay a dividend) 
and the three-, five-, and 10-year returns are annualized; and the 10-year Treasury Note is simply the yield at the close of the day on each 
of the historical time periods.  Sources: Yahoo! Finance, MarketWatch, djindexes.com, London Bullion Market Association. Past perfor-
mance is no guarantee of future results.  Indices are unmanaged and cannot be invested into directly.  N/A means not applicable.  
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good idea. Investors who stay the course may have opportunities 
to regain lost value if the market recovers, as it has before.

Investors also may have opportunities to buy shares of attractive 
companies at reduced prices. Warren Buffet offered this 
reminder last week in a Barron’s article:

“…[the coronavirus] makes no difference in our investments. 
There’s always going to be some news, good or bad, every day. 
If somebody came and told me that the global growth rate was 
going to be down 1 percent instead of 1/10th of a percent, I’d 
still buy stocks if I liked the price, and I like the prices better 
today than I liked them last Friday.”

Until the full effect of the coronavirus is known, markets are 
likely to remain volatile.

WHAT YOU SHOULD KNOW ABOUT 
THE CORONAVIRUS.
The coronavirus is now officially known as Coronavirus Disease 
2019 or COVID-19. Last week, it spread to countries outside 
of China. If there is any good news about the contagious 
disease, it is COVID-19 may be relatively mild.

In its February 28 briefing, the Director-General of 
the World Health Organization (WHO) stated, “It 
also appears that COVID-19 is not as deadly as other 
coronaviruses including SARS and MERS. More than 
80 percent of patients have mild disease and                     
will recover.”

The Director-General identified the 
symptoms of COVID-19 stating, “…for most 
people, it starts with a fever and a dry 
cough, not a runny nose. Most people 
will have mild disease and get better 
without needing any special care.”

Currently, more than 20 vaccines are 
being developed. In the meantime, 
there are things you can do to protect 
yourself. They include:

• Washing your hands with soap and water regularly or 
cleaning them with an alcohol-based hand sanitizer.

• Cleaning and disinfecting frequently touched objects              
and surfaces.

• Cover your mouth and nose with a tissue or your sleeve – not 
your hands – when you cough or sneeze.

• Avoiding close contact with people who are sick.

• Staying home and avoiding travel when you are sick.

• Contacting your medical professional when you experience 
symptoms, which include shortness of breath.

WHO also recommended educating yourself about the coronavirus. 
Make certain to gather information from reliable sources, such 
as WHO or the United States’ Centers for Disease Control (CDC), 
and have healthy skepticism when it comes to unknown sources. 
Misinformation and disinformation about COVID-19 have been 
spreading almost as quickly as the virus itself.

The Director-General closed last week’s briefing by saying, 
“Together, we are powerful…Our greatest enemy right 

now is not the virus itself. It’s fear, rumors, and stigma. 
And, our greatest assets are facts, reason, and solidarity.”

If you would like to talk about the potential economic 
effects, give us a call. We look forward to talking           

with you. 

WEEKLY FOCUS –            
THINK ABOUT IT 

“The time of maximum 
pessimism is the best 

time to buy, and the 
time of maximum 

optimism is the best 
time to sell.”

--Sir John Templeton, Investor, asset 
manager, philanthropist
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P.S.  Please feel free to forward this commentary to family, friends, or colleagues.  If you would like us to add them to the list, please reply to this e-mail with their e-mail address and 
we will ask for their permission to be added.  Michael A. Poland, CFA® – Financial Advisor and Portfolio Manager.  Mike is a Chartered Financial Analyst with a BA from Michigan State University and an MBA from the University of St. Thomas, in St. Paul, Minnesota. 
Mike has been in the financial service industry since 1989. Mike’s prior experience was with PaineWebber, Merrill Lynch and Rehmann Financial. Mike is a member of the CFA Society of West Michigan, and has served on the boards of The Builders Exchange of Grand 
Rapids and West Michigan , Mona Shores Education Foundation. and the West Michigan Symphony Orchestra. Mike lives in Norton Shores with his wife and three children. 

Investment advisory services offered through Braeburn Wealth Management, an SEC Registered Independent Adviser. * These views are those of Carson Group Coaching, and not the presenting Representative or the Representative’s Broker/Dealer, and should 
not be construed as investment advice. * This newsletter was prepared by Carson Group Coaching. Carson Group Coaching is not affiliated with the named broker/dealer. * Government bonds and Treasury Bills are guaranteed by the U.S. government as to the 
timely payment of principal and interest and, if held to maturity, offer a fixed rate of return and fixed principal value. However, the value of fund shares is not guaranteed and will fluctuate. * Corporate bonds are considered higher risk than government bonds but 
normally offer a higher yield and are subject to market, interest rate and credit risk as well as additional risks based on the quality of issuer coupon rate, price, yield, maturity, and redemption features. * The Standard & Poor's 500 (S&P 500) is an unmanaged group 
of securities considered to be representative of the stock market in general. You cannot invest directly in this index. * All indexes referenced are unmanaged. Unmanaged index returns do not reflect fees, expenses, or sales charges. Index performance is not indicative 
of the performance of any investment. * The Dow Jones Global ex-U.S. Index covers approximately 95% of the market capitalization of the 45 developed and emerging countries included in the Index. * The 10-year Treasury Note represents debt owed by the United 
States Treasury to the public. Since the U.S. Government is seen as a risk-free borrower, investors use the 10-year Treasury Note as a benchmark for the long-term bond market. * Gold represents the afternoon gold price as reported by the London Bullion Market 
Association. The gold price is set twice daily by the London Gold Fixing Company at 10:30 and 15:00 and is expressed in U.S. dollars per fine troy ounce. * The Bloomberg Commodity Index is designed to be a highly liquid and diversified benchmark for the commodity 
futures market. The Index is composed of futures contracts on 19 physical commodities and was launched on July 14, 1998. * The DJ Equity All REIT Total Return Index measures the total return performance of the equity subcategory of the Real Estate Investment 
Trust (REIT) industry as calculated by Dow Jones. * Yahoo! Finance is the source for any reference to the erformance of an index between two specific periods. * Opinions expressed are subject to change without notice and are not intended as investment advice or 
to predict future performance. * Economic forecasts set forth may not develop as predicted and there can be no guarantee that strategies promoted will be successful * Past performance does not guarantee future results. Investing involves risk, including loss of 
principal. * You cannot invest directly in an index. * Stock investing involves risk including loss of principal. * Consult your financial professional before making any investment decision.  
* To unsubscribe from the “Weekly Commentary” please reply to this e-mail with “Unsubscribe” in the subject line, or write us at Braeburn Wealth Management, 3597 Henry Street, Suite 202, Norton Shores, MI  49441. 

Sources:
https://www.cnbc.com/2018/12/31/stock-market-wall-street-stocks-eye-us-china-trade-talks.html
https://www.cnbc.com/2019/12/26/us-stocks-year-end-rally.html
https://insight.factset.com/are-analysts-slashing-sp-500-eps-estimates-for-q1-due-to-the-coronavirus
https://www.barrons.com/articles/dow-jones-industrial-average-suffers-worst-week-since-2008-recession-watch-begins-51582941142?
mod=hp_DAY_1 (or go to https://peakcontent.s3-us-west-2.amazonaws.com/+Peak+Commentary/03-02-20_BarronsThis_Downturn_Might_Just_be_Getting_Started-Let_the_Recession_Watch_Begin-Footnote_4.pdf)
https://www.economist.com/finance-and-economics/2020/02/27/markets-wake-up-with-a-jolt-to-the-implications-of-COVID-19 (or go to
https://peakcontent.s3-us-west-2.amazonaws.com/+Peak+Commentary/03-02-20_TheEconomistMarkets_Wake_Up_with_a_Jolt_to_the_Implications_of_COVID-19-Footnote_5.pdf)
https://www.barrons.com/articles/cash-rich-stocks-to-buy-amid-the-coronavirus-selloff-51582936062?mod=hp_HERO (or go to
https://peakcontent.s3-us-west-2.amazonaws.com/+Peak+Commentary/03-02-20_Barrons-The_Dow_had_Its_Worst_Week_Since_2008-
Where_to_Find_Cash-Rich_Stocks_in_the_Coronavirus_Selloff-Footnote_6.pdf)
https://www.who.int/dg/speeches/detail/who-director-general-s-remarks-at-the-media-briefing-on-COVID-2019-outbreak-on-17-february-2020
https://www.who.int/dg/speeches/detail/who-director-general-s-opening-remarks-at-the-media-briefing-on-COVID-19---28-february-2020
https://www.azquotes.com/author/14517-John_Templeton
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