
 

 

 
 
 
        
 

 
 

 

 

 

 

 

 

 
 

 

 
 

  
 

 

 

 

 
 

 
 

 
 
 

Craig W. Hutchison 
Managing Director 
Senior Portfolio Manager 
382 Springfield Avenue, Suite 400 
Summit, NJ 07901 
craig.hutchison@opco.com 

Phone 908-273-2100 
Fax 908-273-0788 
Toll Free 800-522-7857 

     March 6, 2020 

Dear Client, 

Investor panic and fears surrounding COVID-19 have caused significant fluctuations in the global 
markets during the past few weeks. There are several different factors that contribute to why the stock 
market may move one way or another, but it’s important to remember that markets are resilient.  

The data below indicates that market movements following the start of modern epidemics, including 
SARS, the Avian Flu and H1N1, demonstrate resilience.  

S&P 500 S&P 500 
Epidemic Date 6-Month 12-Month 

HIVE/AIDS June 1981 -6.6% -16.5% 
Sept 1994 8.2% 26.3% 

SARS April 2003 14.6% 20.8% 

% Change % Change 

Pneumonic Plague
 

Avian (Bird) Flu
 June 2006
 11.7%
 18.4%
 

H1N1 (Swine Flu)
 
Dengue Fev er Sept 2006 6.4% 14.3% 

April 2009 18.7% 36.0% 

MERS 

Measles Dec 2014 0.2% -0.7% 

Measles 

Chloera Nov 2010 13.9% 5.6% 
May 2013 10.7% 18.0% 

Ebola March 2014 5.3% 10.4% 

Zika Jan 2016 12.0% 17.5% 
June 2019 9.8% N/A* 

Average Price Return 8.8% 13.6% 

Source: Bloomberg | *12-month data is not available for June 2019 Measles  

●	 Looking at this evaluation, we can see that for all but one epidemic situation, the 6-month 
change of the S&P 500 index was positive, with an average price return of 8.8%.  

●	 Similarly, looking at the 12-month change of the S&P 500 index following the start of an 
epidemic, 9 out of 11 situations were positive, with an average price return of 13.6%. 

While this provides a compelling graphical perspective of the resiliency of markets, it is important to 
remember you do not own the S&P500 – you own a portfolio of stocks and bonds weighted in 
keeping with your emotional and financial tolerance for risk and considers your long term goals 
and your spending needs. 

The stocks in your portfolio are individual companies each with their own management teams taking 
steps to address the impact the virus might have on their industry and their company.  Some companies 
such as Campbell’s Soup and Quest Diagnostics stand to benefit from the disruption and their stock 
prices are actually hitting 52 week highs.  For the most part, the bonds in balanced investors’ portfolios 
are high quality loans with a minimal chance of default and maturities spread over the next 1-4 years. 
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Their prices have barely budged. Additionally, we have long held gold and gold mining companies as 
a hedge against the unknown and those investments are responding exactly how we hoped they would. 
This diversification has not been a cure-all, but it has blunted some of the downside in your portfolio.   

Markets hate uncertainty and the spread and lethality of the virus and the efficacy of a government 
response is a big unknown. If consumers respond to their fears of the unknown and cancel vacations, 
stop going to the mall, avoid restaurants, etc., there will be a real impact on company revenues and 
consumer spending which represents 70% of our GDP.  In the near term we expect to see slower 
economic growth and elevated market volatility.  However, we believe the challenges are ultimately 
surmountable and eventually intend to use this pullback as an opportunity to make investments in 
companies with great long term prospects at a bargain price.  We will proceed cautiously and 
selectively with your needs and risk tolerance in mind. 

We understand the news is concerning, and we recognize the public health risk is very real, but as 
always we urge you to not react to the media or to short term price fluctuations and to focus on our 
long term plan.  It is a formula that has proven to be very successful in the past.  If you have any 
concerns at all, please don’t hesitate to reach out.  This too shall pass. 

Best Regards, 

Craig W. Hutchison 
Managing Director 
Senior Portfolio Manager 

     Andrew A. Westhuis, CFA, CFP 
     Executive Director 

    Portfolio Manager 

The foregoing Market Commentary was prepared by Craig Hutchison, Senior Portfolio Manager, and Andrew Westhuis, Portfolio Manager, of Fahnestock 
Asset Management and intended for informational purposes only. Fahnestock Asset Management is an investment advisory division of Oppenheimer & 
Co. Inc. (Oppenheimer), a registered broker/dealer and investment adviser. Securities are offered through Oppenheimer. It does not purport to be a 
complete statement of all material facts relating to the markets mentioned and should not be relied upon as the primary basis for any investment decision. 
The information provided herein has been obtained from sources considered reliable, but no representation is being made as to its accuracy or 
completeness, and should not be relied upon as such. All opinions expressed and information presented is current only as of the date indicated, and is 
subject to change without notice. The opinions of the author do not necessarily reflect those of Oppenheimer. Investing in securities is speculative and 
entails risk, including potential loss of principal. Diversification does not guarantee a profit or protect against a loss. Past Performance is not indicative of 
future results. 


