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Dear Clients, 

 

Over the last few days, equity markets worldwide have reacted to news reports highlighting the increase in 

diagnosed cases of the 2019 novel coronavirus disease (now formally named “COVID-19” by the World Health 

Organization) outside of China. On Wednesday, February 26, the S&P 500 Index closed at 3,116, down 8.2% 

from its record high that was set in the prior week.1 The sudden escalation of concerns this week is somewhat 

surprising given the muted market response we have observed up to this point. We think it is important to view 

events such as these objectively and from a historical perspective to better assess both the risk and 

opportunities they may present for us as long-term investors. 

 

What is the coronavirus? 

According to the World Health Organization (WHO), coronaviruses are a large family of viruses ranging from the 

common cold to more severe diseases such as Middle East Respiratory Syndrome (MERS) and Severe Acute 

Respiratory Syndrome (SARS). The strain that is presently circulating in Asia and elsewhere was formerly called 

the 2019 novel coronavirus, meaning that it had not been previously identified. It has since been named               

COVID-19. 

 

Little is presently known about the origins of the COVID-19 virus, but it was first discovered in Wuhan, China in 

December 2019 and is known to be transmitted from person to person through small droplets from the nose or 

mouth (although research is ongoing as to whether it may be transmissible by air). Since December, COVID-19 

has spread to more than 30 countries and has infected more than 81,000 people, according to official sources. 

Global deaths attributed to COVID-19 now stand at more than 2,700. It is difficult to know the true extent of the 

virus’ spread due to the inconsistent availability of test kits and the lack of consistent diagnosis methods from 

one country to another. 

 

The WHO has so far declined to declare COVID-19 a pandemic because the disease has until now been mostly 

confined to a specific geographic region. Indeed, the vast majority (>96%) of confirmed cases and deaths have 

occurred in mainland China. Outside of China, the countries with the most confirmed cases include South Korea 

(1,261), Italy (401), Japan (172), and Iran (139).2 

 

How will the coronavirus affect my portfolio? 

While it is impossible to predict how widespread COVID-19 will be on a global scale, or the extent to which it will 

impact the global supply chain, it is useful to recall how markets have fared during past epidemics. The chart 

below shows that virtually none of the past nine major epidemics have had long-lasting (or even short-lasting) 

consequences for equity investors. 
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In the short term, financial markets are likely to be very reactionary to headlines concerning COVID-19. 

Heightened volatility is likely to accompany any indications that the disease is more widespread, more 

contagious, or deadlier than is presently understood to be the case. Indications that the virus may be spread 

asymptomatically for longer periods may also spook investors, as will any confirmed reports of being able to 

catch the virus more than once. Conversely, markets will likely respond favorably to any indications that COVID-

19 is less deadly, more localized, or less easily transmissible. Any reports that an effective COVID-19 vaccine or 

treatment is on the horizon or that warmer spring weather will slow the spread of the virus are also likely to be 

welcomed by investors. 

 

From a corporate profitability perspective, we believe the disruption surrounding COVID-19 is nearly certain to 

impact companies with significant manufacturing and/or supply chain ties to China such as those in the 

consumer electronics and auto industries, as well as companies in the transportation, hospitality, and consumer 

sectors. Economic growth in China and peripheral countries is likely to fall in the first quarter as well. However, 

history indicates that these effects are typically relatively short-lived, as pent-up demand tends to boost 

productivity in subsequent quarters. JPMorgan, for instance, is presently forecasting that China’s economy will 

grow at an annualized rate of 15% in the 2nd quarter after contracting in the first. 

 

Importantly, it is impossible to predict what tools governments and central banks will use to combat COVID-19. 

Several countries, including China and Taiwan, have already undertaken multi-billion dollar stimulus measures 

to offset the anticipated drop in consumer spending and business activity. These efforts further complicate any 

attempts to predict market movements during periods such as these. 

 

SageView’s Perspective 

As a general rule, periods of extreme market uncertainty are not the ideal times to reassess one’s investment 

strategy. 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. Exiting 

stocks when panic sets into the market may seem rational, but it can lead to a cycle of selling low and buying 

high, which is counterproductive to investment success. Therefore, we urge our clients to remain disciplined 

during periods of market uncertainty, as difficult as that may be. To the extent possible, investors may even 

consider whether these periods present investment opportunities on which they may actually be able to 

capitalize.  

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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