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March 3, 2020 

Stocks See Red as Coronavirus Fears Persist 

 

Dear Great Lakes Wealth Clients & Friends, 

For the equity markets, volatility took investors on quite the ride – particularly during the 

last week of February, as coronavirus dominated the headlines. We believe volatility will 

likely be the norm until short-term fears subside. The uncertainty seems to have 

prompted investors to seek safety in more traditional defensive assets, causing bond 

yields to fall and gold prices to rise. Election primaries are underway across the nation, 

so we’ll be paying attention to how the markets react to this, as well. 

China now accounts for a fifth of the world’s economy, more so than when SARS hit in 

2003, and recent travel restrictions due to the spread of COVID-19 have spurred a 

decline in global tourism. We’re also seeing loss of sales for U.S. firms as well as 

curtailed output in Japan and South Korea.  

For the month, the S&P 500 ended down -8.4%, while the DJIA and NASDAQ declined 

-10% and -6.4%, respectively. The Russell 2000 returned -8.5%.  

 

 

 12/31/19 Close 2/28/20 Close 
Change 

Year to Date 

% Gain/Loss 

Year to Date 

DJIA 28,538.44 25,409.36 -3,129.08 -10.96% 

NASDAQ 8,972.61 8,567.37 -405.24 -4.52% 

S&P 500 3,230.78 2,954.22 -276.56 -8.56% 

MSCI EAFE 2,036.96 1,867.64 -169.32 -8.31% 

Russell 2000 1,668.47 1,476.43 -192.04 -11.51% 

Bloomberg Barclays 

Aggregate Bond 
2,225.00 2,292.49 +67.49 +3.03% 

Performance reflects price returns as of market close on February 28, 2020. 
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Here is a look at some key factors we are watching, both here and abroad: 

Economy 

• U.S. data reports have suggested a mixed, but moderate pace of growth in early 

2020, with some benefit from unseasonably mild weather. Consumer spending 

should remain supported by solid fundamentals (e.g., job growth and wage 

gains), but increased uncertainty could undermine business investment over the 

near term, he added. 

• If the virus spreads widely across the U.S., the economic impact would be 

temporary but potentially severe. We believe recovery would take months instead 

of weeks.  

• Until recently, Federal Reserve officials had maintained that the stance of 

monetary policy remains adequate. Chair Jerome Powell issued a statement on 

February 28 noting that, while the fundamentals of the U.S. economy remain 

strong, “The coronavirus poses evolving risks to economic activity.” The Fed 

chose to cut short-term interest rates by 50 bps this morning. (3.3.20) 

Equities 

• Cyclical sectors with the largest exposure to China (e.g., Energy and Industrials) 

were some of the hardest hit, while defensive sectors like Real Estate and 

Utilities fared better.  

• Will investors view the impact on earnings as a temporary setback or as a reason 

to lower valuations? We believe the situation is different from earnings weakness 

due to deteriorating business models or missteps by management and, therefore, 

as just a setback – with the timeline ultimately still TBD. 

International 

• Global equity markets declined in February, although unsurprisingly fixed income 

markets sharply rallied.  

• Concerns remain about the virus’s potential impact on international supply 

chains, as pockets of outbreaks pop up outside China, although progress is 

being made in China to contain the spread.  

Fixed income 

• As mentioned briefly above, bond markets have rallied, hastened by coronavirus 

uncertainty. Treasury bonds climbed significantly, bringing yields down. Both the 

10- and 30-year Treasury yields have reached historical lows.  

• Central banks may be forced to engage in deeper accommodative actions.  
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Bottom line 
 

• Market Corrections Are a Beautiful Thing! 

• While volatility is likely to continue to weigh on equities until the virus is 

contained, overall, we are positive on equities.  

• Other global events exist, and headlines persist. We will continue to monitor 

current situations, including: coronavirus, trade negotiations, tensions in the, U.S. 

election primaries. 

• We are in the seasonally strong part of the year for the markets, November-April. 

• Gold has broken thru $1550 and recently touched $1650 oz. We expect to see 

continued higher prices, to $1700+ per ounce. 

• We currently have a “Buy” on 11 of our strategies, while our International Opps 

Portfolio is currently on a “Hold” - which one(s) is right for you? That just depends 

on your risk tolerance, ultimate objective, etc.   

• Our current approach – Discipline and patience when both buying and 

selling. Volatility creates opportunity. 

 
As always, we’ll continue to keep you updated. If you have any questions or would like 
more information on becoming a Great Lakes Wealth client, call us at 248.378.1200.   
 
 
Sincerely,  

 

 

 

Your Investment Team at Great Lakes Wealth  

 

Wall Street Solutions with Main Street Values!  
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