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Global markets have come under pressure as the number of 
coronavirus cases grows. Through January 27th, the S&P 500 
is down 3% from its mid-January peak when the U.S.-China 
phase one trade deal was signed. The 10-year Treasury yield 
has fallen from 1.85% to 1.61% over this same period, as bond 
spreads widened and the dollar strengthened.
The virus, which originated in Wuhan, China, is reported to have infected more 
than 4,000 people world-wide and claimed over 100 lives due to respiratory 
complications from a pneumonia-like infection. With the coronavirus genome 
now sequenced, scientists at key pharmaceutical companies are working around 
the clock to develop an antidote. Johnson & Johnson’s chief scientific officer 
and at least a few other pharmaceutical companies are confident that they can 
produce a vaccine from scratch in the coming months. However, these companies 
point out that it may take several more months of animal trials, human trials, and 
production before the vaccine is available to the general population.

Comparing this current outbreak with the most-similar previous outbreak out of 
Asia — SARS — this current virus spreads faster but so far has a lower fatality 
rate. The SARS outbreak lasted eight months, from November 2002 to July 2003, 
and killed approximately 800 out of roughly 8,000 cases, a one-in-ten fatality 
rate. The coronavirus was first discovered in December 2019 and while it has 
already reached 4,000 cases in the month since, the fatality rate is currently 
one-in-forty. However, while SARS symptoms began to show two to seven days 
after infection, coronavirus symptoms may take as long as two weeks to appear, 
which could lead to more widespread contagion due to the multiplicative effect 
of undetected carriers.

SARS was traced to bats. The coronavirus appears to also have originated in 
animals, and most of the initial cases have been traced to an animal market in 
Wuhan. A major logistics and transportation hub, Wuhan is about 500 miles 
west of Shanghai. Its population is approximately 11 million people. The city has 
taken a variety of steps to slow the spread of the virus, including a temporary 
closure of public transportation.
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Marquette will continue to monitor this development and assess its ramifications. If the virus keeps 
spreading and death tolls pick up materially, market volatility is likely to remain elevated. The good news 
is that through noon on January 28th, U.S. equity markets appear to be bouncing back; future news about 
containment or further spread of the virus will undoubtedly impact markets as the week continues. At this 
point, the World Health Organization has not yet declared a state of emergency. For long-term investors, 
this outbreak is likely nothing but noise; however, future news about the coronavirus could impact markets 
in the short-term. While events like this may dominate newspaper headlines, they are not constructive to 
long-term asset allocation decisions.
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