
MARKET UPDATE: 

WEIGHING THE IMPACT OF THE CORONAVIRUS

Dear Client, March 4, 2020

2020 was already shaping-up to be a noisy and messy year with the run-up to the U.S. presidential election. But just two 
months into the new year, we’ve already seen two crises take shape: the confrontation with Iran and now the spread of the 
coronavirus. As we write, the S&P 500 is down -7.04% year-to-date, but it is important to keep perspective and remember 
that the market posted a +31.5% gain in 2019. As the old saying goes, “never a dull moment.”

Last week, the S&P 500 notched seven consecutive days of decline and fell into correction territory (a decline greater than 
-10%). Along the way, the S&P 500 and the Nasdaq Composite posted their largest one-day percentage declines since
August 2011. From a management perspective, Private Wealth Partners has very little—if any—exposure to the most vul-
nerable sectors, such as airlines, the hospitality industry, and energy. Even still, we have been actively pursuing opportunities
to selectively raise cash1 to cushion the volatility.

Many clients are likely worried about what happens next, and we empathize with your concerns. Continued volatility is to 
be expected—over a 38-day trading period during the height of the SARS virus back in 2003, the S&P 500 index fell by 
-12.8%. During the Zika virus, which occurred at the end of 2015 and into 2016, the market fell by -12.9%. Corrections
and knee-jerk responses happen during virus outbreaks, and the swirl of media coverage makes matters more difficult on
investors. But history shows the selling pressure is almost always transient:
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THE VIRUS CYCLE: SHORT-TERM SELLING PRESSURE FOLLOWED BY LONGER-TERM RECOVERY2

Source: Charles Schwab1 In taxable accounts, we give close consideration to the capital gains impact of selling, which can be substantial. 
2 Listed returns are for the MSCI World Index, price returns. Past performance is no guarantee of future results.
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Historically, selling into virus outbreaks has proven costly. The Swine Flu pandemic in 2009 and 2010 infected nearly 1 
billion people and caused over 280,000 deaths—but it also corresponded with the start of the longest economic expansion 
of the last century, which continues to this day. Selling stocks into the Swine Flu pandemic would have been a mistake.

Supply shocks caused by factory closures and workers/consumers staying home are meaningful, and will no doubt neces-
sitate downward revisions to growth and earnings forecasts for 2020. Capital goods exports to China, along with imports 
from China, are likely to feel pressure as Chinese factories are still only operating at about 50-60% of capacity. On the 
bright side, demand remains strong and there has been no visible impact yet on the job market as shown by initial unem-
ployment claims. Supply disruption appears to be the biggest issue, which is fully amendable once the crisis abates. 

CONCLUSION

Investors often want to respond to what’s happening in the moment, and that’s understandable. But liquidating entire equity 
positions now, in response to the coronavirus outbreak, would mean pricing-in an imminent recession and bear market—
two outcomes we see as unlikely in the short-term. Ongoing volatility will give us opportunities to tactically raise some cash 
and look for attractive opportunities, but above all we want to remain patient and stay the course. 

If you have any questions about this letter, or about the markets or this situation in general, please do not hesitate to reach 
out to us. We understand this is a challenging time, and we’re here to help. If you still feel uneasy about the current situation 
and your portfolio, please contact us as soon as possible so we can revisit your investment allocation and liquidity levels to 
ensure they are appropriate. 

Thank you, as always, for your confidence. We remain vigilant and attentive. 

Kenneth F. Siebel Peter K. Maier William F. Dagley David P. Wong  

This letter has been prepared by Private Wealth Partners LLC, a registered investment adviser solely for informational purposes.  This letter is not an offer of or a solicitation of offers to buy or sell security or investment.  
The opinions expressed herein represent the current, good faith views of the authors as of the date hereof and are provided for limited purposes, are not definitive investment advice, and should not be relied on as such.  The 
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HERE’S A LOOK AT THE 3 MOST RECENT OUTBREAKS ON A CHART OF THE S&P 5002

Source: Bloomberg data


