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Market Recap 
Entering February, global equity markets had just 

suffered a mild-to-moderate pullback as news 

emerged of an outbreak of coronavirus (COVID-19) 

infections in China. Naturally, stock markets in Asia 

were hit the hardest when the news first broke. In 

contrast, the rest of the world appeared to shrug off 

the virus risk and spent the first three weeks of 

February rallying strongly.  In fact, the S&P 500 closed 

at an all-time high on February 19th despite the 

coronavirus dominating headlines for nearly a month. 

Only after the virus was recognized as having spread farther and faster than expected outside of China did developed markets 

begin to focus on the potential risks. The result was the fastest correction (a drop of 10% or more from a peak) in U.S. market 

history. The most extreme weakness during the decline was experienced by economically sensitive stocks, although even more 

traditionally defensive companies experienced severe declines in the last two trading sessions of the month. Meanwhile, U.S. 

government bonds soared as investors sought safe havens and long-term interest rates fell to all-time lows. 

Several factors arguably contributed to the extreme market volatility experienced in the last week of February, including elevated 

investor optimism and equity positioning heading into the decline and the evolving democratic primary race. However, the 

trigger and by far biggest contributor was likely the realization that the coronavirus appeared to be spreading at an accelerating 

rate outside of China and carries the potential to severely disrupt the global economic outlook in the coming months. In this 

regard, investors’ economic fears regarding the virus are not irrational. 

Recent epidemics such as SARS did not spread as rapidly or as widely – and thus there is no easy historical precedent that can 

help assuage fears. Moreover, there is still relatively little known about the virus in terms of its true mortality rate and if warmer 

weather will help to slow its transmission. And, of course, developing a commercially available vaccine is likely to take at least a 

year. With key global supply chains in China and South Korea both impacted by the virus, this outbreak could present a 

concurrent shock on both the supply-side and the demand-side of the global economy.  Such disruptions to investment and 

consumption disproportionately harm small and medium-sized businesses.    

With interest rates already at or near record low levels around the world, central banks possess limited options for monetary 

stimulus.  Thinking back to the financial crisis, G7 10-year bond yields averaged 4.5% during June of 2008 (source: Deutsche 

Bank).  In contrast, the current average yield on those same G7 10-year bonds is 0.40%. The current shock has also occurred 

during a period of deglobalization stemming from decoupling of the U.S.-China trade relationship and thus could further 

suppress global growth.   

Clearly the risk of a significant downturn in the global economy has increased as a result of the virus’s spread. However, there are 

also more optimistic scenarios which must be considered. The most widespread population testing for the virus appears to be 

happening in South Korea and suggests the mortality rate, although still far higher than the seasonal flu, may be significantly 

lower than what has been reported in other countries which are primarily testing individuals with obvious symptoms. There are 

also several countries where after an initial surge, new cases of the virus have greatly dwindled due to containment efforts, the 

weather, or some characteristic of the virus itself.  

Regarding China, although their official data should probably be viewed with some degree of skepticism, the situation does 

appear to be steadily stabilizing.  Chinese stock markets have recovered nicely in recent weeks, and many factories are resuming 

operations (albeit not yet at full capacity).  Many of the hardest hit countries have already announced large-scale fiscal stimulus 
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programs to help support their economies and global central banks are likely to launch a coordinated monetary easing campaign 

in the coming days. So far, despite the extreme equity market volatility and mounting public fears, corporate bond markets have 

held up relatively well and have not yet exhibited the type of selling pressure seen in the months leading up to prior recessions. 

Finally, the U.S. economy has appeared on reasonably solid footing in recent months. Notably, recent housing data has shown a 

degree of strength inconsistent with any prior recession and this positive momentum may help offset some coronavirus 

disruptions for a period of time. 

Looking forward, we will be balancing the increased near-term risks with what we still view as some reasons for optimism in the 

second half of the year. Should the spread of the virus peak in the coming weeks and deflationary pressures subside, the overall 

macro environment could remain favorable with extraordinarily low interest rates, low inflation, supportive financial conditions, 

and relatively favorable global equity valuations. However, we will also be looking to trim exposure to any current holdings that 

do not appear to be pricing in significantly heightened near-term economic risks. Over a longer-time horizon, we continue to 

believe the odds are tilted in favor international equities generating solid performance over the coming decade due to their 

compelling relative valuations. 

Index Definitions 

S&P 500 TR - An index of 500 stocks chosen for market size, liquidity and industry grouping (among other factors) designed to be 
a leading indicator of U.S. equities and is meant to reflect the risk/return characteristics of the large cap universe. 
 
Russell 2000 - An index measuring the performance approximately 2,000 small-cap companies in the Russell 3000 Index, which 
is made up of 3,000 of the biggest U.S. stocks. The Russell 2000 serves as a benchmark for small-cap stocks in the United States. 
 
MSCI EAFE NR - An index that serves as a benchmark of the performance in major international equity markets as represented 
by 21 major MSCI indexes from Europe, Australia and Southeast Asia. Net return (NR) indices subtract from dividend reinvestment 
calculations the withholding taxes retained at the source for foreigners who do not benefit from a double taxation treaty. 
 
MSCI Emerging Markets NR - An index that serves as a benchmark of the performance in global emerging markets as represented 
by 23 emerging economies. Net return (NR) indices subtract from dividend reinvestment calculations the withholding taxes 
retained at the source for foreigners who do not benefit from a double taxation treaty. 
 
Barclays U.S. Aggregate - A broad base index, maintained by Barclays Capital, and is often used to represent investment grade 
bonds being traded in the U.S. Barclays Capital (BarCap) U.S. Aggregate Bond Index is made up of the Barclays Capital U.S. 
Government/Corporate Bond Index, Mortgage-Backed Securities Index, and Asset-Based Securities Index, including securities 
that are of investment grade quality or better, have at least one year to maturity, and have an outstanding par value of at least 
$100 million. 
 
Thomson/Reuters CRB - The index track baskets of 19 commodities and is intended to be a representative indicator of global 
commodity markets.  
 

Disclosures 
Columbus Macro, LLC is a privately-held boutique SEC registered investment adviser, actively managing assets in the global capital 

markets on behalf of financial advisors and their clients.  

Past performance is no guarantee of future returns. Nothing presented herein is intended to constitute investment, legal, 

accounting or tax advice.  Nor is it a recommendation to buy or sell any types of securities, to invest in any particular asset class 

or strategy, or as a promise of future performance. No investment decision should be made based solely on information provided 

herein. There is a risk of loss from an investment in securities, including the risk of loss of principal. Different types of investments 

involve varying degrees of risk, and there can be no assurance that any specific investment will be profitable or suitable for a 

particular investor's financial situation or risk tolerance. Diversification does not ensure a profit or protect against a loss. Before 

http://www.investopedia.com/terms/r/russell_3000.asp
http://www.investopedia.com/terms/b/benchmark.asp
http://www.investopedia.com/terms/b/benchmark.asp
http://www.investopedia.com/terms/e/equitymarket.asp
http://www.investopedia.com/terms/b/benchmark.asp
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investing, consider investment objectives, risks, fees and expenses.  Information provided herein reflects Columbus Macro’s views 

as of the date of this communication and can change at any time without notice. We disclaim any obligation to update or alter 

forward looking statements as a result of new information.  

 This document is a marketing communication and is not intended to serve as investment research. The views expressed are a 

general guide to our firm’s thinking. This document does not replace any product specific materials and is intended for limited 

distribution. Columbus Macro obtained some of the information provided herein from third party sources believed to be reliable 

but it is not guaranteed and Columbus Macro does not warrant or guarantee the accuracy or completeness of such information 

and accepts no liability for any error, omission or inaccuracy in such information.  The use of such sources does not constitute an 

endorsement. 

We believe that performance information cannot be properly assessed without understanding the amount of risk that was taken 

in delivering that performance. We present performance information for short time periods because we understand that clients 

and potential Investors are interested in this information, however, we recommend against making any investment decisions 

based on short-term performance information. Performance should be considered in light of the market and economic conditions 

that prevailed at the time those results were generated.  

Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such 

statements or forecasts. No reliance should be placed on any such statements or forecasts when making any investment decision. 

Our views are not intended to predict or guarantee the future performance of any security, asset class, account or portfolio. 

Data source for indices is Bloomberg.  It is generally not possible to invest directly in an index. Exposure to an asset class or trading 

strategy or other category represented by an index is only available through third party investable instruments (if any) based on 

that index.  
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