
What is the Coronavirus? 

 Under an electronic microscope the Coronavirus looks like a crown worn by royalty. This 

name represents a category of viruses. Coronaviruses are commonly found in many animal 

species including humans and are responsible for the common cold.  

This specific strain (COVID-19) however is not found in humans; therefore, we do not 

have immunities to fight the virus. It has been suggested that the virus first spread through 

animal to animal contact, then human contact which has been sourced to a large seafood and live 

animal market in Wuhan. Evidence of human to human transmittal became apparent when cases 

of infection were reported from a population not exposed directly to the seafood and live animal 

market.  

Within one month the World Health Organization declared the outbreak an international 

concern for public health and the Health and Human Services secretary announced a public 

health emergency in the United States.  

The markets originally did not react to the news of the Coronavirus and most analyst 

were not concerned with the virus as it pertained to the economy. The economy is strong and 

although we are very much a globalized economy, most growth in the stock market is centered 

around the strong American consumer and is focused on American companies.  

However, in addition to the humanitarian toll, the spread of this disease can contribute to 

a broad slowdown in the global economy. China is a powerhouse of manufacturing and if a 

slowdown continues it will have a spill over effect on global manufacturing and the money that 

is pumped into the global economy will continue to slow all over the world. Many companies 

have renewed forward guidance based on the Chinese economy and production slow down.  

Throughout this time of uncertainty and confusion my goal is to address how this virus 

can impact the economy and the stock market, as well as try to diffuse myths surrounding the 

coronavirus.  

The coronavirus is not the first viral outbreak to infect a large population on a global scale:  

1) 1994 Pneumonic Plague  

a. 26% rally T – 12 months 

2) 2003 SARS infected more than 8,000 people in 29 countries  

a. 20% rally T – 12 months  

3) 2013 MERS  

a. 18% rally T – 12 months 



 

 

 

4) 2014 Ebola  

a. 10% rally T – 12 months  

Looking at this past data, we see a pattern of “recovery” which is characterized by a sharp 

economic decline, followed by sustained recovery. If history repeats itself, we could expect a 

similar outcome.  

 

Why this time could be different.  

1) Number of those infected and countries affected – rate of spread 

a. Travel and Globalization 

1. 10 million Chinese traveled outside of their country in 2000 

2. Upwards of 140 million Chinese travel outside of their country 

today 

2) The Unknowns  

a. Uncertainty driving the market down 

a) Incubation period – 14 days or greater?  

b) Symptom free and transmission possible 

c) Mortality Rate Unknown – China data could be inaccurate or incomplete  

d) Containment is common sense but not the final answer 

e) 1 case in the US not sourced. This relates to incubation periods. Could this 

virus have spread before symptoms appeared. 

f) Economic uncertainty if the United States has reports of new cases 

1. Business, Projection, Manufacturing, Schools would shut down 

b. Mitigating factors of a downturn 

a) Pharma and Health organizations are making a vaccine and cure #1 

priority 

1. Moderna created a potential vaccine in phase 1 trials  

a. Unprecedented speed to get to phase 1 (fast track)  

b. 1 year to bring it to market – trial results expected in 

summer months 

2. Gilead working with Chinese Government to find current drugs 

that may combat symptoms (remdesivir – Ebola) 

b) Some viruses cannot survive the summer months 

1. Winter dry air makes it easier for viruses to spread  

2. Spring would cause the virus to simply “die off”  

c) Quarantine is temporary solution 

1. Panic in markets are due to the possibility of widespread quarantine 

and the effect on production and consumerism, which could impact 

revenues and profits over the next few quarters.  

 

 



 

 

What are we doing to protect my account? 

As we continue to monitor the market and its reaction to the coronavirus, we must have a plan 

for various scenarios:  

1. Scenario 1  

a. The Virus is contained – which means 2 things 

i. Slowing of new cases in affected areas  

ii. No newly reported countries with incidents of infection 

b. Action – we believe the recovery will resemble a V shaped recovery with China 

based companies and those that benefit from a strong Chinese economy, 

manufacturing and travel taking longer to recover.  

2. Scenario 2  

a. The virus is not contained – which means we have an acceleration in new cases 

reported in affected areas as well as new documented cases in areas not 

previously infected 

b. Action – begin shifting accounts to positions of safety including but not limited to 

cash, bonds and gold.  

i. Federal reserve now considering a rate cut 

3. Scenario 3  

a. Virus hits the US and evidence of widespread infection is clear 

i. Evaluate safety and move to a 100% position of security 

ii. Make a wish list of companies that have high cash balances and low debt  

iii. Plan for reinvestment when market returns  

 

Final Wrap Up. 

Unfortunately, the market hates uncertainty and we do not yet know enough about the severity of 

this virus. Between China perhaps withholding truthful data and having limited knowledge of the 

virus itself, we are in the dark on how this could potentially affect the economy. We will 

continue to monitor and evaluate risk and the potential of slowing growth here and abroad.  

 

 


