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Following a record high just last Wednesday, the market (as measured by the S&P 500 index of 
large U.S. companies) declined 7.6% through yesterday’s close. The primary cause of the decline 
was the recent spread of the coronavirus beyond China, with the implication that the U.S. and 
other economies could see a more substantial slowing than previously expected. Already, several 
large U.S. companies (Apple, Coca Cola, Mastercard, for example) have announced that the 
virus has reduced demand for their products or interrupted their supply chains, such that first-
quarter earnings will be below initial expectations. 
 
On the surface, the U.S. market had been incredibly resilient since news of the coronavirus broke 
in January. However, looking deeper, early 2020 was largely a continuation of 2019, with large 
company growth stocks, technology-related in particular, leading the market and other sectors 
(small company, value and international stocks) trailing materially. A market that’s led higher by 
just a select group of companies often is ripe for a correction, and we believe that’s at least part 
of what’s happening now. In our recent January 13, 2020, update, we wrote that, “… we judge 
that a lot of positives already are reflected in stock prices and that any negative development 
could cause a material decline.” As often happens, the specific negative development is 
impossible to predict. 
 
Current thinking. As telegraphed by leading companies, the coronavirus is going to negatively 
impact first-quarter earnings. We’ve not yet heard managements speak about an impact beyond 
March, but clearly the more the virus spreads, the greater and more prolonged the impact will be. 
In a worst-case scenario, a slowdown caused by the virus could lead to a recession. In a best-
case scenario, quarantine efforts might mitigate spreading, a vaccine and/or cure could be found 
and economies (and earnings) could rebound quickly with pent up demand. 
 
We of course have no idea how this will play out. While we believe the market was priced for near 
perfection at the beginning of 2020 (the impetus for several portfolio changes we made for most 
clients the past several weeks), the recent decline already reflects at least some of the negative 
impact of the virus. While it’s tempting to trade based on eye-catching headlines, we don’t believe 
in trading based on unknowable outcomes. Accordingly, at least for the time being, we’re happy 
with the changes we’ve made to date in 2020 and are confident that the investments underlying 
the actively managed mutual funds owned by most clients will do well when virus impacts 
subside. 
 
Other issues that bear watching in our opinion are: 

• Record low 10-year U.S. bond yields – could just be a sign of investors temporarily searching 
for safety or, together with other interest rate moves, indicate a substantial economic 
slowdown coming. 

• Actions by the Fed – had been on hold prior to coronavirus, may now be more 
accommodative. 

• U.S. elections – the stock market likely and certain stock sectors almost definitely will react 
differently depending on whether the president or the currently leading Democratic candidate 
wins in November. 
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Disclosure/disclaimers 
• Investment advisory services are offered through Dann Asset Advisors, LLC, an SEC registered 

investment advisor notice filed in New York. 

• This communication should not be construed as investment advice; it is intended to provide information 
 regarding our opinion of general market conditions and thoughts regarding the types of securities 

bought, sold or held in certain accounts managed by Dann Asset Advisors, LLC. 

• Nothing in this communication should be construed as a solicitation of or an offer to provide investment 
advice. 

• This communication is for information purposes only and does not constitute an offer to sell or a 
solicitation of an offer to buy any securities and may not be used or relied upon in connection with any 
offer or sale of securities. The information and data contained herein have been obtained from sources 
that we believe to be reliable but in no way are warranted by us as to accuracy or completeness. All 
information and ideas should be discussed in detail with your individual advisor prior to implementation. 
Investing involves risk, including the potential loss of principal. 

• This communication should not be construed by any existing or prospective client as a guarantee that 
they will experience a certain level of results if they engage or continue to engage Dann Asset Advisors, 
LLC’s services. 
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