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Coronavirus Update – February 26th, 2020 

Summary: 

• Recent spread of the coronavirus (or COVID-19) outside of mainland China has raised 
new global economic and investor alarms.

• The full spread and economic impact of the virus is far from known, although there are

early signs of containment within China.

• The virus has the potential to derail a recovery in economic earnings in the short term but

is unlikely to have a lasting long-term impact.

• Additional volatility is expected but this is a time to stay the course in terms of your

investment portfolio and selectively lean into areas of weakness.

What’s happened 

The coronavirus first emerged in December of 2019 and has increasingly captured more of the 

global stage as its spread continued. The epicenter of the virus was the Chinese city of Wuhan in 

the Hubei province. For context, Wuhan has a population of over 11 million people making it 

roughly the size of New York City and Los Angeles, combined.  

At the time of this writing, the vast majority of cases (95%+) remain in mainland China. China also 

houses the majority of deaths from the virus, partially a result of their overwhelmed healthcare 

system. In fact, the mortality of the virus is somewhere between 2% and 4% within the Hubei 

province in China whereas its around or below 1% in other areas of China and outside of the 

country. By either measure, mortality rates remain well below that of past outbreaks, including 

SARS (~10%), MERS (~35%) and Ebola (~50%).  

New cases have recently accelerated outside of China. More specifically in Europe (mainly Italy) 

and in South Korea, where the number of cases has reached the hundreds and thousands level, 

respectively. Containment and quarantine efforts in these areas are already being put into effect. 

Going forward 

While there have been some encouraging containment signs from China, such as a leveling off of 

new cases, the full spread of the virus is uncertain. With new cases across the globe, it’s possible 

the World Health Organization (‘WHO’) will declare the virus a pandemic in the coming weeks. 

Despite sounding frightening, this only indicates that the virus has spread globally but does not 

refer to the severity of the illness.  
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Some early signs of the economic impact of the virus are starting to emerge. As you might expect, 

quarantines and fear of traveling are likely to impact productivity and consumer spending. 

Additionally, supply chains will be disrupted – especially those that rely heavily on inputs from 

China.  

It’s rare that a disease outbreak would be the cause of a recession, although global growth was 

already in a fragile spot to begin with. Valuations are also coming into this crisis at an elevated 

level, pricing in a recovery in earnings from 2019. So far, markets have responded with a risk-off 

sentiment. The S&P 500 Index has corrected in the high single-digit range and bond yields have 

fallen further to recent or even historical lows.  

What history can tell us  

While not in this exact form, the world has experienced similar situations in the past. During past 

global disease breakouts such as SARS and the bird flu, there was a temporary slowdown in 

growth which quickly recovered after the illness was brought under control. As history often 

rhymes, it’s probable that economic data over the first half of 2020 will be disappointing only to 

recover later this year, assuming the virus is contained.  

As is typically the case, we don’t think that now is the time to panic. Additional volatility is likely 

to continue into the near future to which the best response is to stay the course. Further, it could 

be an opportune time to add to your portfolio with long-term oriented capital.  
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