
A new strain of coronavirus (officially named as COVID-19) which has caused

respiratory disease first discovered in China and spread to the entire world, has been

declared a public health emergency of international concern by the World Health

Organization (WHO). As of writing,  there are more than 780,000 coronavirus cases

and sadly it has caused 37,000 deaths worldwide.

 

The virus outbreak has ravaged the markets in the first quarter of the year and the

impact has brought equity markets to retreat by an average 25% from its highs.

Countries all over the world implemented drastic measures to contain the virus,

imposing lockdowns which have halted business operations worldwide and caused

extreme uncertainties across industries and sectors, disrupting supply chains and even

threatening the global economy to fall into an economic recession.

 

As COVID-19 continues to spread, the global impact will also continue to evolve while

drug companies ramp up research in finding potential coronavirus treatment entering

the second quarter of the year.
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How the stock market performs during past outbreaks

The new coronavirus has caused wild gyration in the stock market.  Over
the past week we have seen the biggest drop since the Black Monday
crash of 1987 as the fears of economic fallout deepens due to countries
shutting borders and implementing lockdowns. We have also seen the
Dow Jones Industrial Average (US Market) posting its largest one-day
gain in history on hopes of a government aid bill. 
 
Previous epidemic have shown that markets recovered and gained an
average 8.50% post crisis. Notably, global stock markets rose by 39.96%
in 2009 during the Swine Flu pandemic. Post SARS outbreak in 2003,
travel also returned along with consumer spending that set for an
economic rebound and markets eventually gained 21.51%. 
 
Whether COVID-19 is more severe than other outbreaks, this too will
ultimately pass and the stock market is expected to bounce back
stronger.
 
 



GLOBAL ECONOMIC STIMULUS

Governments and Central banks all over the world have enacted fiscal and monetary stimulus to
counter the economic disruption caused by the COVID-19 pandemic. 
 
The US Central Bank has taken a number of significant measures to provide monetary stimulus by
slashing interest rates and massively adding $1.5 trillion of liquidity to the financial system. The US
government also passed a $2 trillion coronavirus relief bill to help businesses and deter layoffs.
 
China's central bank launched $79 billion stimulus for virus-hit companies. The central bank cut reserve
requirements for banks that will free up cash to lend to companies hit by the outbreak. 
 
The European Central Bank also unveiled €750 billion stimulus against coronavirus. The fund will be
used in bond purchases to calm down sovereign debt markets. To further reassure markets, the bank
also said that it would consider relaxing some self-imposed restrictions on bond pruchases to help
countries like Italy whose bond yields have soared over the coronavirus outbreak.
 
The Bank of Japan also bought billions of dollars of Japanese government bonds  and the Reserve Bank
of Australia injected $5.6 billion into the financial system.
 
The collective efforts of governments and central banks to combat the current pandemic have calmed
the markets for now, however, the volatility may still persist until we reach the peak of virus infection
all over the world and see cases reduce.  Governments must also step-in to help private companies in
research to fast track development of a vaccine against COVID-19.
 
 
 
 



Short-term Crisis, Long-term Opportunity

Few could have predicted that the coronavirus would end the longest-running
bull market in US history. The current crisis has pushed back stock indices
from its peak and has fallen 25%.
 
While this volatility can cause investors to panic, we are reminding our clients
to stay calm, it also helps to keep a medium  to long-term perspective. 
 
History has proven time and time again that riding  out a volatile market is the
best course of action. For example, In 2009, the S&P 500 Index ended the year
with a 23% return, even after a decline  of 28% intra-year. On a longer time
frame, the S&P 500 gained over 1,300% since 1987 despite multiple market
corrections and financial crisis.
 
The global economy post crisis has also done well. The COVID-19 pandemic
will lead to significant changes in businesses, industries and consumer
behavior as well. The coronavirus sell-off also represents a 'golden buying
opportunity' for businesses that will adapt to these changes, and our fund
managers are constantly searching for these opportunities that will ultimately
benefit our clients. 
 
The current crisis similarly presents a unique opportunity not seen since the
Great Depression of 1933, 1987 Black Monday and 2009 Subprime crisis.   Long
term investors who have excess cash, can profit significantly from the eventual
market rebound due to heavily discounted equities.
 
 
 
 



IMPORTANT INFORMATION

 
Past performance is not indicative of future  results. The value of investments and the income from them
may go up as well as down and investors may not get back the amounts originally invested. All investments
involve risks including  the risk of possible loss of principal. The views are subject to change at any time
based upon market or other conditions and are current as of the date of publish.
 
information herein is believed to be reliable, but Astra do not warrant its completeness  or accuracy. This
material is intended to be for information purposes only. The material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. 
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