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How much can happen in eleven days?

¨ I wrote a post on how the Corona Virus was playing out 
in markets on February 26, two days into the market 
going into convulsion.

¨ I said that analysis was a work in progress, that I would 
revisit as we learned more about the virus and its 
economic consequences. 

¨ Eleven days later, we don't have clarity but while we 
have only a little more information on both the virus 
itself, but we do have substantially more data on what 
the market reaction has been. In this post, I will spend 
more time on the market damage, looking at where it 
has been greatest, seeking clues for the future.
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1. Updating the news on the virus: Its global
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And there is uncertainty about its evolution and 
lethality…
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II. Markets: US Equity Indices – February 14, 
2020 – March 6, 2020
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I. From percent to dollars.. And regionally
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IIa. A Sector Breakdown
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II. Best and Worst Performing Industries in US
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III. Size Classes
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IVa. Momentum Classes
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IVb. PE clases
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1a. The Rest of the Story – Treasury Rates
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1b. Gold and Millennial Gold (Bitcoin)
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1c. Oil and Gas - The Commodity front
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Back to Value: Recapping the Drivers

Expected earnings growth in next 5 years
Expected growth in aggregate earnings from 

stocks in the index

Intrinsic Value of the 
S&P 500

Earnings & cash flows 
grow at the same level 
as the economy forever

Base year Earnings
Collective earnings in most recent 12 

months on S&P 500

Risk free Rate
Current 10-year, US treasury bond 

rate

Equity Risk Premium
Market-set number, reflecting the collective 

fears & risk aversion of all Investors.
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Expected Cash Flows (E(CF)) in aggregate on the index

Required return for investing in stocks (r)

Expected Earnings in Future years
% of Earnings retuned to investors as 

dividends & buybacks

How will investor risk aversion be 
affected by fear & market sell off?How willl the risk free rate be affected 

by flight to safety, fears for the 
eocnomy & central bank actions?

How will earnings growth be affected in 
the next year and how much of this 
effect will linger for the long term?

How will fears about 
the future affect how 
much cash is returned 

by companies?
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An Earnings Update
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A Revaluation
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What to watch for…
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And what happens to stocks is less important 
than…

¨ As I write this analysis of how the virus can affect stock 
market values and portfolio returns, I am aware that 
there is a human toll that it is taking that makes any 
market effects seem trivial. 

¨ If I were given the choice, I would trade a large market 
drop for a small loss of lives and a quick passing of the 
virus. 

¨ At times like these, I am reminded again of the fragility 
of life and the importance of good health and family. Be 
well, Godspeed, and please wash your hands!


