
Coronavirus Market Impact 

March 10, 2020 

Dear Clients, 

Since the end of February, equity markets continue to experience massive daily price fluctuations as anxious 

investors react to a constant stream of coronavirus (aka “COVID-19”) headlines. Last week’s surprise decision 

by the Fed to cut rates not only failed to alleviate investor concerns, but may have actually fueled them further. 

To complicate matters even more, an oil price war broke out in the Middle East this past weekend, causing stock 

markets worldwide to plummet. The S&P 500 Index closed at 2,746 on March 9th, down 19.06% from its record 

high that was set on February 19th.1 In the interest of keeping our clients well informed, we want to explain some 

of these recent events in a bit more detail. 

The Latest on COVID-19 

Over the past 10 days, COVID-19 has spread rapidly across the globe. As of March 9th, there were 114,045 

confirmed cases globally, and the disease is responsible for 4,003 deaths. Whereas COVID-19 was almost 

exclusively a mainland Chinese phenomenon just weeks ago, more than 29% of total cases and the vast majority 

of new diagnoses are now found outside of China. Of the 112 countries that are presently affected by COVID-19, 

Italy (9,172 cases), South Korea (7,478), and Iran (7,161) remain the most heavily impacted. However, the virus 

continues to make inroads elsewhere, particularly in Germany (1,191), Spain (1,102), and the US (624).2  

The World Health Organization (WHO) has so far declined to label the COVID-19 outbreak a pandemic. The 

organization has noted that the use of the term could signal that it believes the situation is no longer controllable, 

sparking panic. 

Fed Rate Cut 

In an emergency effort to combat escalating fears of the economic impact of COVID-19, the Fed decided to slash 

interest rates by 0.50% on March 3rd, the biggest cut in more than 10 years. Worried investors subsequently 

fled stocks and poured money into bonds, sending the entire US Treasury yield curve below 1% for the first time 

ever. While rate cuts normally stimulate the economy, the market response may indicate an increased 

recognition that fiscal and medical efforts are likely to be more effective than monetary stimulus at addressing 

the effects of COVID-19. As a reminder, when interest rates fall, bond prices tend to rise, which drives down the 

yield. The market expects an additional rate cut from the Fed at the end of their March meeting. Additional fiscal 

stimulus has yet to be announced, though many are speculating about a targeted stimulus package aimed at 

airlines and service workers. 

Source: www.treasury.gov 
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Oil Price War 

At the conclusion of the OPEC+ meeting last week, Saudi Arabia and Russia could not come to an agreement on 

how to handle the reduced global oil demand due to COVID-19. As a result, Saudi Arabia announced increased 

production coupled with the offering of massive discounts ($6 to $8 per barrel) in oil prices to the United States, 

Asia, and Europe. Brent crude oil prices immediately fell to $34 per barrel on March 9th, nearly half of the price 

at the end of last year ($68/barrel). The uncertainty of the price war’s effects contributed in sending global equity 

markets tumbling on March 9th. While American consumers should benefit from lower gas prices, American oil 

and gas producers are likely to suffer from lower oil prices. 

 

SageView’s Perspective 

We should not forget that the US economy appeared to be on solid footing through February, and while the 

spread of COVID-19 will undoubtedly have an economic impact, it is also impossible to know how many of the 

unknowns that are presently priced into the market will come to pass. No one knows what the future holds for 

the COVID-19 situation, and whether warmer weather will slow the spread of the virus, or if effective treatments 

or vaccinations will be developed in the near future. What we do know is that history indicates that most viral 

outbreaks tend to depress demand and production in the short term, and that these tend to rebound in 

subsequent quarters.  

As it relates to the developing oil price war, it is notable that past crashes in oil prices have only lasted a short 

time before subsequently stabilizing. Currently, it appears that certain countries are using the oil price war to 

target the US shale industry, but it is worth noting that many of these price shocks have actually benefited  

American companies in the past. For instance, when prices fell in 2014-2016, US oil producers emerged stronger 

and with a significantly higher share of the global oil market. 

Sudden bouts of market volatility are never comfortable. However, they are characteristic of all well-functioning 

equity markets and serve to align investors’ overly optimistic expectations with economic reality. Successful 

investors can learn to view these periods as exciting buying opportunities, as negative sentiment frequently leads 

to bargain prices even when more realistic earnings expectations are considered. 

Changes to investment strategy should follow a thoughtful review of personal objectives, goals, risk profile, and 

investment time horizon, and should not be a response to stock market turbulence alone. We urge our clients to 

remain patient and calm despite the present uncertainty around the markets and COVID-19. Although it is 

difficult, maintaining discipline with respect to our investments when we are tempted to make emotional changes 

is essential to one’s long-term investment success, 

As always, SageView will continue to monitor economic and market conditions and provide updates as 

appropriate. If you have questions or need additional information, please do not hesitate to contact us. 

1 Source: Yahoo Finance 
2 Source: worldometers.info/coronavirus/ 
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