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Latest on the Coronavirus 
 

Unfortunately, since our last update on February 28th on the coronavirus (COVID-19), we have no better 
knowledge of what the end stage of this virus will be.  Will the virus run its course over the next few 
months, or will it turn into a global pandemic?  Information from world governments and health officials 
is often vague, not very helpful and generally not that reassuring, which has made the general population 
assume the worst.  Unfortunately, all we can do is sit and wait which is very frustrating.  Keep in mind 
from a personal health standpoint that we live in a country with the world’s best health care system. 
 
Economic Impact 
 

Prior to the coronavirus outbreak, the U.S. economy was performing extremely well as evidenced by 
strong employment and corporate profitability.  Unfortunately, there is growing concern that this 
trajectory will be severely impacted as consumers and businesses hunker down to weather the crisis.  
No one knows how much of a negative impact on economic activity this will have in the short-run, and 
when growth will resume.  We believe that because the economy was strong going into this crisis that it 
will be able to recover quickly.  Lower interest rates and possible government stimulus will aid in the 
bounce back.  We still expect that unless the coronavirus is much worse than health experts are currently 
forecasting, the recovery should begin in the second half of 2020. 
 
Stock Market Impact 
 

It is interesting to note that today marks the 11th anniversary since the S&P 500 bottomed on March 9, 
2009, and as of last Friday’s close has posted a 16.80% compounded return.  Of course, that is of little 
solace based on today’s market decline, but it does highlight the fact that the market has roared back 
when a lot of skeptics in 2009 incorrectly forecasted that the market would never recover.  Companies 
are in much better shape today than in 2009, and banks are very well capitalized.  As Warren Buffet likes 
to point out, it’s never a good bet to bet against the U.S., and we concur.  While we acknowledge that 
recent market declines are unsettling, it is never a good trading strategy to act out of fear.  Keeping a 
cool head in the midst of a tumultuous market is difficult, but essential, to ensure better long-term 
investment outcomes. 
 
Portfolio Actions Taken 
We have repositioned the portfolios slightly over the past few weeks to respond to the near-term 
economic impact from the coronavirus.  We have trimmed or sold companies that are going to be the 
most impacted in the short-run and added to companies that will be less impacted by the coronavirus 
and we believe will snap back quicker.  We have also raised a modest amount of cash to have on hand to 
scoop up bargains as they present themselves.   
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It is important to remember that markets trade more violently than the underlying fundamentals, 
meaning they tend to overshoot on the upside when the economy is expanding and companies are 
performing well, and overshoot on the downside when the economy softens.  We believe that the recent 
market correction is already pricing in the prospect that the economy will weaken more than consensus 
expectations. Therefore, now is the time to consider adding to, rather than selling equities.  Conversely, 
with bond yields approaching zero, we are nearing a time where it may make more sense to trim 
exposure rather than add to fixed income investments. 
 
Conclusion 
 

We share your frustration over the violent market sell-off related to the coronavirus.  Rest assured that 
we are working hard to navigate this market and help you, our client, generate the best investment 
outcomes possible.  As this fluid situation unfolds, we will continue to keep you up to date on our 
thoughts and investment actions. 
 
 
 

This newsletter contains material received from outside sources that we consider reliable as of the date 
herein.  However, Vestor Capital makes no representation as to the completeness or accuracy of data 
received from outside sources, and no duty is hereby assumed to update or in any other way to make 
current and/or complete and/or accurate any of the said information.  Securities are identified for 
illustrative purposes only.  This should not be construed as a recommendation to purchase or sell any 
securities. 
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