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The Corona Virus Creates a Buying Opportunity 
 
The S&P 500 is currently trading at 10% below the closing high of 3386 on 19 February and near 
term risks remain high.  The markets had largely ignored Covid-19 while it was mostly contained to 
China and the S&P was still at 3337 on 21 February.  However, Italy, which had only 3 cases a couple 
days earlier, suddenly reported a jump to 152 cases on 23 February. This rapid jump shocked the markets 
and equity prices started a sharp adjustment because of the apparent likelihood that the virus will spread 
widely in the West, which we think remains a substantial risk.  The probability that a supply-side shock 
could cause a decline in production and earnings in the near term is a substantial reality.  Some estimates 
now suggest that the Chinese economy could contract as much as 10% in the current quarter.  A 
contraction in the Western industrialized nations is also a real short-term risk.  
 
A year from now we suspect that the crisis will have passed.  It is the suddenness of the rise in cases in 
the West that has truly caused the shock to confidence.  Nonetheless, we need to keep in mind a few 
things. The virus has been referred to as the “novel” corona virus, but the world has faced pandemics 
before, including the “Asian Flu” of 1957-58 which killed 2 million worldwide and the “Hong Kong Flu” 
which killed a million people in 1968-69. Second, the health systems of Western nations are better 
capable of dealing with this virus than China.  Third, there are already tests underway for treatments 
including Gilead Sciences Remdesivir, which was originally developed to treat the coronavirus that 
causes Middle East respiratory syndrome (MERS). Remdesivir has been found to have significant activity 
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against Covid-19.  Fourth, a massive effort is now underway to develop a vaccine and one is expected to 
be ready within a year.  Fifth, some respite is possible as we now move into the spring season in the 
Northern Hemisphere. Virus’ live longer and are more easily transmitted in colder, drier air, which is why 
people typically get colds in January and not July.  
 
We think it is prudent to now begin to buy stocks.   Because the level of uncertainty remains high, 
volatility is going to remain high.  Therefore we think a conservative approach is to add to equity 
positions gradually over the next month or two.  We cannot know when equity prices will make their 
lows, but factors other than the economic effects of the virus remain positive and the markets are still 
likely to remain in what we believe may be a 20 or more year secular bull market that began in 2009.  
History tells us that when we look back from a year from now, conditions will have normalized and we 
will recognize this crisis, while a tragedy for many people, was also an opportunity for allocating capital 
to equities.  Panic often creates opportunity.  
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