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Coronavirus: Global Impacts
The objective of our newsletter is to inform our clients of situations that could affect our investment strategy
now or in the future. On the forefront, is a major issue with the Coronavirus.
“Coronaviruses attack a variety of birds and mammals. The
new virus seems to have leapt from wildlife to humans in a
seafood and meat market in Wuhan, China, where live animals
were slaughtered and sold as food. That’s a familiar story. The
SARS epidemic, also caused by a coronavirus, began in China
with the consumption of a catlike animal called the palm civet.
The MERS epidemic began with a coronavirus transmitted to
humans from camels in the Middle East. In the spread of yet
another coronavirus, conservationists see a public health
lesson: If you want to prevent epidemics that begin in animals,
halt the global trade in wildlife.”1
“SARS cost an estimated $40 billion in 2003. Roughly speaking, pandemics and efforts to contain them, on
average erode up to 1% of GDP annually, or about $870 billion this year, similar in scale to climate change,
according to the World Bank. China’s vastly greater share of the global economy means this year’s bill is
bound to rise”2
“In contrast, Centers for Disease Control and Prevention estimates the flu in the U.S. has caused at least 26
million illnesses, at least 250,000 hospitalizations, and at least 14,000 deaths.”3 These types of incidents can
be exacerbated by a lack of education, training, and prevention throughout the world. It’s global impacts and
repercussions are unquestionably more than just health.
President Trump has embraced populism in the United States for a
while which has led to more isolationism from the rest of the world.
He wants U.S. companies to bring their jobs and factories back to
the U.S. This strategy is different than former administrations
where international trading pushed for countries and companies to
have lower costs, increased productivity, on-time deliveries and
greater efficiency. The promising by-product would be lower
domestic and global inflation and more economic benefits to other
countries; thereby, becoming more prosperous with a higher
standard of living and potentially less internal or external conflicts.
I believe this strategy has worked well.
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Coronavirus: Global Impacts (Continued)
According to Matt Ridley of The Spectator, “Let nobody tell you that the second decade of the 21st century
has been a bad time. We are living through the greatest improvement in human living standards in history.
Extreme poverty has fallen below 10 percent of the world’s population for the first time. It was 60 percent
when I was born. Global inequality has been plunging as Africa and Asia experience faster economic growth
than Europe and North America; child mortality has fallen to record low levels; famine virtually went extinct;
malaria, polio and heart disease are all in decline.”4
However, one negative effect of globalization is the impact the Coronavirus has on global supply and demand. It has been particularly tough on
luxury products, travel, shopping, public events, and other discretionary
spending. “China now stands as the world’s largest luxury market,
accounting for 50% of global luxury retail sales, says Xiaofeng Wang,
a senior analyst at Forrester Research, which estimates that luxury
consumption reached US$104.44 billion in 2019 in mainland China.”5
Around February 20, 2020 it was reported “More than 76,000 people in
26 countries have been infected with the SARS-CoV-2 virus, which causes a respiratory disease called Covid-19. They include health care workers in Wuhan, China, and retirees on a cruise ship that was quarantined in
Japan. More than 2,200 people have died.”6 In addition, it looks that the
virus has spread to a European country (Italy). “Emerging hot spots in
South Korea, Iran and Italy have stoked further alarm”7 If you want to
learn more, we’ve included links to three excellent New York Times articles in our Did You Know section.
This virus has also disrupted many corporations worldwide such as Apple who recently announced that its
economic fundamentals have been affected by the disruption of supply channels and demand in China. Until
February 23, 2020, I believe many investors thought it was a delay in consumption rather than a destruction of
consumption. So far this is viewed as a short-term obstacle with limited illness and repercussions in the
United States. However, I believe the bond and gold markets are signaling a more serious response with bond
yields falling and gold appreciating. I believe other potential repercussions of the Coronavirus may include:
1) delayed implementation of phase one of the trade agreement.
2) a wider trade and logistic gap between the U.S. and China.
3) increased scrutiny of China’s communist party for inadequate
preparations, antiquated health care infrastructure, and possible
misinformation and coverups.
4) further decoupling of technology between China and the U.S.
especially in data infrastructure and social media. Especially since
China’s social media is regulated and managed which affects
freedom of speech and the flow of information, whereas the U.S.
social media has little regulation and more concern with privacy.
In the end, everyone will be impacted in some respect.
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Politics: Socialism
Another U.S. concern is a self-proclaimed
socialist political candidate whom some may view as a
borderline communist. Senator Sanders has stated that
the state is the answer for most of our problems and he
wants to upend capitalism. “Sanders wants to provide
workers with an ownership stake in their businesses:
Under his proposal, employees at large companies would
be given 20 percent of their shares. They would also
have control of 45 percent of the seats on the board of
directors at corporations.”6
While I believe capitalism needs fixing, it will always evolve and require adjustments. I feel the dramatic
measures he proposes would certainly scare off most capitalist investors and Americans. Consequently, if he
wins the election, I think the stock market would materially decline and the effect would magnify if he were to
carry both the Senate and House. Nevertheless, I believe most Republicans would like to see Senator Sanders
nominated because they believe he won’t beat President Trump in an election. Certainly, Senator Sanders is
not seen as centrist like other candidates who might stand a better chance. But why is his popularity growing
so much?
In my opinion, he is simply resonating with millennials and young
people. Since the 2007 market crash, I believe young people have been
looking for a social safety net and he is promising one. He’s promising
policies that aren’t realistic or economically feasible. He wants to create
a great transfer of wealth at a time of potentially the largest gap in
wealth disparity in U.S. history. He is appealing to short-term impulses
of many young people to fix issues that are long-term in nature that
either can’t be fixed or take decades to implement with little regard to
sound economics. I believe many people are enamored with the
candidate rather than the party and thus far, many believe in what he
is telling them.
Not only have millennials been active in the political process, you can see their imprint with a few stocks
such as Tesla, Virgin Galactic, Apple… “What’s the latest frenzy infecting stocks? It may be Virgin Galactic
Holdings (ticker: SPCE), which could very well be the frothiest stock around right now. Its shares are up
nearly 200% this year, 1.7 times Tesla’s hefty gain. It has risen 18% this week and is up 4.7 times since early
December.”9
Some recent advances in these stocks and others have accelerated
with their momentum investing strategy, along with commission free
trades and lower margin rates from discount firms. Whatever the
reason, many seasoned professional investors don’t like to see this
kind of investing. But I believe the correction we are seeing this
week is healthy for the stock market long-term.
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Conclusion
In conclusion, the Coronavirus potentially has major repercussions on world GNP (particularly in China’s
economic prosperity) and has put global climate change on the back burner. We need to embrace more
cooperation and unity in an era of globalization and populism. Nevertheless, we hope our fantastic scientific
and medical infrastructure will discover a cure or at least diminish the effects of the Coronavirus. Especially
since it’s a major, global health concern. We are optimistic that this is just a bump in the road for long-term
investors and hope for a quick resolution.
Optimistically Yours,

Raymond F. Saleeby
President
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Did You Know
How Bad Will the Coronavirus Outbreak Get? Here Are 6 Key Factors
https://www.nytimes.com/interactive/2020/world/asia/china-coronavirus-contain.html
Coronavirus Worsens U.S. – China Ties and Bolsters Hawks in Washington
https://www.nytimes.com/2020/02/19/world/asia/us-china-coronavirus.html
Coronavirus Cases in the United States Reach 34, and More Are Expected
https://www.nytimes.com/2020/02/21/health/coronavirus-cases-usa.html
Billionaire Warren Buffett: This is the ‘one easy way’ to increase your worth by ‘at least’ 50 percent
https://www.cnbc.com/2018/12/05/warren-buffett-how-to-increase-your-worth-by-50-percent.html
19 incredible things you never knew Thomas Edison invented
https://www.businessinsider.com/little-known-thomas-edison-inventions-stories-photos
12 things people decide within seconds of meeting you
https://www.businessinsider.com/things-people-decide-about-you-in-seconds-2016-11
Americans now need at least $500,000 a year to enter top 1%
https://www.bloomberg.com/news/articles/2019-10-16/americans-now-need-at-least-500-000-a-year-to-enter
-the-top-1
Inside the life of Michael Milken, the pardoned former financier who made $500 million a year in the 1980s
before being sent to prison by Rudy Giuliani
https://www.businessinsider.com/michael-milken-trump-pardon-clemency-insider-trading-junk-bond-king1980s
Milk and juice are not as needed as you might think
https://www.nytimes.com/2020/02/24/upshot/milk-juice-health-recommendations.html
Here are the biggest takeaways from Warren Buffett’s annual letter
https://markets.businessinsider.com/news/stocks/warren-buffetts-annual-letter-to-shareholders-biggesttakeaways-2020-2-1028928853
Warren Buffett praises performance, but offers no surprises in annual letter
https://www.nytimes.com/2020/02/22/business/dealbook/berkshire-hathaway-warren-buffett-letter.html
How America’s 1% came to dominate equity ownership
https://www.ft.com/content/2501e154-4789-11ea-aeb3-955839e06441
A third of America’s economy is concentrated in just 31 counties
https://www.bloomberg.com/graphics/2019-us-gdp-concentration-counties/
Why Porsche & Toyota Are Investing in Flying Cars
https://www.wsj.com/articles/will-flying-cars-be-safer-than-helicopters-11580474166
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Disclaimer

•
•

•

Past performance is not a guarantee of future results.
While the information has been obtained from sources we believe to be reliable, Saleeby & Associates, Inc.,/Raymond Saleeby and/or Cutter &
Company does not guarantee its accuracy or completeness. Yields are annualized and also from sources we believe to be reliable.
Securities and Investment Advisory Services offered through Cutter & Company, Inc.; 15415 Clayton Road, Ballwin, MO 63011 (636) 537-8770;
member FINRA, and SIPC
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