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Although	there	are	short	term	nega've	reac'ons	to	epidemics,	
ul'mately,	the	health	of	the	global	economy	and	magnitude	of	

monetary	&	fiscal	s'mulus	dictate	the	direc'on	of	equity	markets.	

History	of	Epidemics	/	Pandemics



Source:	Strategas	Research

Perspective	on	the	Coronavirus

3

Although	there	are	short	term	nega've	reac'ons	to	epidemics,	
ul'mately,	the	health	of	the	global	economy	and	magnitude	of	

monetary	&	fiscal	s'mulus	dictate	the	direc'on	of	equity	markets.	



Source:	Strategas	Research

Perspective	on	the	Coronavirus

4

Although	there	are	short	term	nega've	reac'ons	to	epidemics,	
ul'mately,	the	health	of	the	global	economy	and	magnitude	of	

monetary	&	fiscal	s'mulus	dictate	the	direc'on	of	equity	markets.	



Source:	Strategas	Research

Perspective	on	the	Coronavirus

5

Although	there	are	short	term	nega've	reac'ons	to	epidemics,	
ul'mately,	the	health	of	the	global	economy	and	magnitude	of	

monetary	&	fiscal	s'mulus	dictate	the	direc'on	of	equity	markets.	



Source:	BCA

Perspective	on	the	Coronavirus

6

Although	there	are	short	term	nega've	reac'ons	to	epidemics,	
ul'mately,	the	health	of	the	global	economy	and	magnitude	of	

monetary	&	fiscal	s'mulus	dictate	the	direc'on	of	equity	markets.	



Source:	Bespoke,	FS	Investments

Perspective	on	the	Coronavirus

7

Markets	have	shown	a	tendency	to	overes'mate	the	impact	on	GDP	
and	global	growth.	Historically,	markets	and	economies	have	recovered	

a	quarter	aRer	the	pandemic’s	growth	rate	slows.	
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• Is	this	'me	different?	Wuhan	was	a	central	rail	hub	during	Chinese	New	Year	
fes'vi'es.	

• Goldman	Sachs	forecasts	a	0.4%	drag	on	US	GDP	for	a	quarter	and	the	Street	is	
forecas'ng	a	1.5%	hit	to	Chinese	GDP	this	quarter.	SARS	represented	a	similar	drag	
on	the	Chinese	economy.	

• Sources:	Ma_hews,	Bloomberg,	Bianco	Research.
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• Economists’	es8mates	currently	show	the	coronavirus	will	have	a	smaller	impact	than	SARS	did	
in	2003.	Many	of	these	forecasts	are	predicated	on	the	virus	slowing	in	the	next	week	or	two.	

‣ It	is	impossible	to	assess	the	true	economic	impact	un'l	the	growth	rate	begins	to	subside.	

‣ So	far,	the	mortality	rate	is	reported	at	2%,	but	this	is	extremely	premature	as	some	 
exis'ng	pa'ents	may	yet	succumb	to	pneumonia	or	related	illnesses	(for	reference,	SARS	 
had	a	9%	mortality	rate).	While	so	far	this	virus	looks	to	be	less	fatal,	it	does	appear	to	be	
more	contagious.	

• In	2003,	the	Chinese	economy	only	accounted	for	4%	of	world	GDP	and	the	US	economy	was	
7.5x	larger	than	China.	Today	China	is	16%	of	global	GDP	and	the	US	economy	is	only	1.5x	larger.	

‣ China’s	economy	was	on	steadier	ground	in	2003—unlike	today.	

• In	2003,	global	markets	were	in	the	nascent	stages	of	recovery	aUer	a	brutal	recession,	50%	
equity	decline	over	two	years,	and	the	aUermath	of	9/11.	Markets	may	be	more	vulnerable	to	
selling	pressure	this	8me	around:	

‣ The	virus	news	struck	aRer	a	decade	without	a	recession	and	the	second	longest	bull	market	in	the	
history	of	the	US.	Further,	most	market	indicators	were	well	overbought	aRer	a	30%	year	when	the	
virus	news	hit.	

Could	this	be	more	impac2ul	than	SARS?	

Source:	Bianco	Research
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• Although	there	are	short	term	nega've	reac'ons	to	epidemics,	ul'mately,	the	health	of	the	global	economy	and	
magnitude	of	monetary	&	fiscal	s'mulus	dictate	the	direc'on	of	equity	markets.	

• Markets	have	shown	a	tendency	to	overes'mate	the	impact	on	GDP	and	global	growth.	Historically,	markets	and	
economies	have	recovered	a	quarter	aRer	the	pandemic’s	growth	rate	slows.	

• Goldman	Sachs	forecasts	a	0.4%	drag	on	US	GDP	for	a	quarter	and	the	Street	is	forecas'ng	a	1.5%	hit	to	Chinese	GDP	this	
quarter.	SARS	represented	a	similar	drag	on	the	Chinese	economy.	

• It	is	too	early	to	tell;	however,	the	path	appears	similar	to	SARS	and	MERS,	but	could	be	more	impacgul	than	SARS.	

• Economists’	es'mates	currently	show	the	coronavirus	will	have	a	smaller	impact	than	SARS	did	in	2003.	Many	of	these	
forecasts	are	predicated	on	the	virus	slowing	in	the	next	week	or	two.	

• It	is	impossible	to	assess	the	true	economic	impact	un'l	the	growth	rate	begins	to	subside.	

• So	far,	the	mortality	rate	is	reported	at	2%,	but	this	is	extremely	premature	as	some	exis'ng	pa'ents	may	yet	succumb	to	
pneumonia	or	related	illnesses	(for	reference,	SARS	had	a	9%	mortality	rate).	While	so	far	this	virus	looks	to	be	less	fatal,	
it	does	appear	to	be	more	contagious.	

• In	2003,	the	Chinese	economy	only	accounted	for	4%	of	world	GDP	and	the	US	economy	was	7.5x	larger	than	China.	
Today	China	is16%	of	global	GDP	and	the	US	economy	is	only	1.5x	larger.		

• China’s	economy	was	on	steadier	ground	in	2003—unlike	today.	

• In	2003,	global	markets	were	in	the	nascent	stages	of	recovery	aRer	a	brutal	recession,	50%	equity	decline	over	two	
years,	and	the	aRermath	of	9/11.		

• Markets	may	be	more	vulnerable	to	selling	pressure	this	'me	around.	

• The	Coronavirus	news	has	struck	aRer	a	decade	without	a	recession	and	in	the	midst	of	the	second	longest	bull	market	in	
the	history	of	the	US.	Further,	when	the	virus	news	hit,	most	market	indicators	were	well	overbought	aRer	a	30%	up	year.

Summary



Past	performance	may	not	be	indica've	of	future	results.	Different	types	of	investments	involve	varying	degrees	of	risk.	Therefore,	it	should	not	be	assumed	that	future	performance	of	any	specific	investment	or	
investment	strategy	(including	the	investments	and/or	investment	strategies	recommended	and/or	undertaken	by	Opal	Wealth	Advisors,	LLC	(“OWA”),	or	any	non-investment	related	content,	will	be	profitable,	
equal	any	corresponding	indicated	historical	performance	level(s),	be	suitable	for	your	porgolio	or	individual	situa'on,	or	prove	successful.	OWA	is	neither	a	law	firm,	nor	a	cer'fied	public	accoun'ng	firm,	and	no	
por'on	of	its	services	should	be	construed	as	legal	or	accoun'ng	advice.	Moreover,	you	should	not	assume	that	any	discussion	or	informa'on	contained	in	this	presenta'on	serves	as	the	receipt	of,	or	as	a	
subs'tute	for,	personalized	investment	advice	from	OWA.	Please	remember	that	it	remains	your	responsibility	to	advise	OWA,	in	wri'ng,	if	there	are	any	changes	in	your	personal/financial	situa'on	or	investment	
objec'ves	for	the	purpose	of	reviewing/evalua'ng/revising	our	previous	recommenda'ons	and/or	services,	or	if	you	would	like	to	impose,	add,	or	to	modify	any	reasonable	restric'ons	to	our	investment	advisory	
services.	A	copy	of	our	current	wri_en	disclosure	Brochure	discussing	our	advisory	services	and	fees	is	available	upon	request.	The	scope	of	the	services	to	be	provided	depends	upon	the	needs	of	the	client	and	
the	terms	of	the	engagement.	

Historical	performance	results	for	investment	indices,	benchmarks,	and/or	categories	have	been	provided	for	general	informa'onal/comparison	purposes	only,	and	generally	do	not	reflect	the	deduc'on	of	
transac'on	and/or	custodial	charges,	the	deduc'on	of	an	investment	management	fee,	nor	the	impact	of	taxes,	the	incurrence	of	which	would	have	the	effect	of	decreasing	historical	performance	results.	It	
should	not	be	assumed	that	your	OWA	account	holdings	correspond	directly	to	any	compara've	indices	or	categories.	Please	Also	Note:	(1)	performance	results	do	not	reflect	the	impact	of	taxes;	(2)	compara've	
benchmarks/indices	may	be	more	or	less	vola'le	than	your	OWA	accounts;	and,	(3)	a	descrip'on	of	each	compara've	benchmark/index	is	available	upon	request.
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