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Our View on the Coronavirus  
and the Stock Market  
For over a week now, global stock markets have been reacting to the latest news 
reports of the new coronavirus. Like many, our equity teams have spent 
considerable time thinking through the cascade of “what happens if” scenarios. 
Most of us have lived through other pandemics to discover that in the end, the 
damage to the broader economy and stock markets is short term and recovery 
happens. Meanwhile, the media machine and talking heads are on the job to make 
sure everyone knows the coronavirus has arrived. The occasional reference to the 
early 1900’s and Spanish flu is the best example of how far it goes, with an 
estimate of over 500 million people infected. Could that happen again? Not likely, 
as our science and containment capabilities are very much advanced. 

One issue that has been pointed out is the fact that the market is “high” and near 
peak levels this time around. Therefore, there is more room for a sell-off to occur, 
and the play through into technical factors could play a bigger role causing a self-
fulfilling break down and even larger sell-off. The question we must ask ourselves 
is whether the highly contagious aspect of the virus will drive a higher economic 
contagion impact. We are already seeing the reaction to travel-related stocks and 
have seen stocks of companies most exposed to China moving much lower. 
Quantifying the impact would be impossible to know but for China we have seen 
an estimated impact to GDP in the range of 50 to 150 basis points. Not a disaster, 
but when we were all thinking that trade would get better, it does add to the risk 
of a global growth slowdown. 

In client portfolios, we have reviewed all positions for exposure. In those instances 
where there is direct and high exposure to China, we have erred on the side of 
caution and reduced exposures. Some examples would include travel and leisure 
companies and companies with large end market exposure to mainland China. 
Similarly, companies with derivative exposure have also been evaluated and in 
some instances either sold or reduced in size.  In all cases, we will be monitoring 
developments with an eye toward potential disruptions and additional portfolio 
changes. Likewise, we will be reviewing the situation for opportunities to 
participate when the risk/reward ratio turns favorable. 
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So what does an investor do?  Those who are nimble, don’t have tax issues, and 
can execute a meaningful cash raise have the potential to time the market, but 
that is always the case.  The risk of selling and not being timely enough to get back 
in occurs when infection numbers reverse or just slow, and the market experiences 
a swift snap back. We don’t want to diminish the human impact and suffering that 
has already occurred with more to come, but longer-term investors should take 
solace in the historical experience which tells us that pandemics are best 
described as a buying opportunity.  

We are hopeful that medical science will leverage its already amazing progress 
and execute a safe and effective response.  For that we are bullish. 
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Ziegler Capital Management, LLC (“ZCM”) is a wholly owned subsidiary and affiliated SEC Registered Investment Adviser of Stifel Financial Corp. Past performance does not guarantee 
future results. Indices are unmanaged, do not reflect fees and expenses, and are not available as direct investments. This commentary often expresses 
opinions about the direction of market, investment sector, and other trends. The opinions should not be considered predictions of future results. The information contained in this report 
is based on sources believed to be reliable, but is not guaranteed and not necessarily complete. Any projections, targets, or estimates in this report are forward looking statements and 
are based on ZCM’s research, analysis, and assumptions made by the Adviser. Other events, which were not taken into account, may occur and may significantly affect performance. 
Any assumptions should not be construed to be indicative of the actual events that will occur. Actual events are difficult to predict and may depend upon factors that are beyond the 
control of ZCM. Certain assumptions have been made to simplify the presentation and, accordingly, actual results will differ, and may differ significantly, from those presented. Some 
important factors which could cause actual results to differ materially from those projected or estimated in any forward-looking statements include, 
but are not limited to, the following: changes in interest rates and financial, market, economic, or legal conditions. Nothing contained in this commentary may be relied upon as a guarantee, 
promise, assurance, or a representation as to the future 


