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After a three-and-a-half-month, largely uninterrupted rally in stocks, the period of calm ended last week as 
the coronavirus outbreak led to a bout of volatility. Though it is difficult to predict when the virus will be 
contained and how many more lives might be lost, we provide some historical perspective on other major 
global health events to help assess potential market impacts. 
 

BACKGROUND 

On Monday, January 27, fears that the deadly coronavirus would spread further around the globe intensified 
and led to a 1.6% drop in the S&P 500 Index, the biggest one-day drop in the index since October 8, 2019. It 
was the first time the index had moved 1% in either direction since October 8—spanning 71 trading days—
and ended a historically long 30-day streak without back-to-back declines. The eerie calm was bound to end 
at some point, and the virus outbreak did the trick. Selling pressure then intensified Friday. 

So far, more than 200 deaths have been attributed to the disease out of nearly 10,000 cases, less deadly than 
SARS in 2003, which caused 774 deaths out of approximately 8,100 cases, or about four times the mortality 
rate. The low number of diagnosed cases in the United States along with the relatively low number of cases 
outside of China and Hong Kong (0.9% of total cases) is an encouraging sign. We are hopeful that the 
aggressive screening and containment measures, including leveraging new technologies, will help China 
contain the virus in the coming weeks. 

HISTORICAL COMPARISON 
History shows us the market impact from similar events has tended to be modest and short-lived. We looked 
at prior outbreaks, including SARS, bird flu in 2005–06, and swine flu in 2009, for comparisons [FIGURE 1].  
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We also included Ebola and Zika, but the regional concentration of Ebola in West Africa and the minimal loss 
of life from Zika made those cases less comparable (although we do not minimize the loss of a single life). 
The Middle East respiratory syndrome (MERS) was excluded as well because there were only two cases in 
the United States and no deaths. The U.S. stock market shrugged off all of these health scares and took cues 
from U.S. economic trends, which continued uninterrupted: 

SARS. After the SARS outbreak in late 2002 and early 2003, which we consider the most comparable to the 
current coronavirus outbreak, the 2003–07 bull market began. The market reflected recovery from the 2001 
recession and 2002 accounting scandals and the start of the Iraq War. The S&P 500 surged 24% in the three 
months after the World Health Organization (WHO) issued a global emergency alert. During that period, the 
Hang Seng Index in Hong Kong suffered a peak-to-trough decline of 14.8%, while the S&P 500 fell about 2% 
at its lowest point.  

The temporary and modest loss of Chinese output during the second quarter of 2003 was quickly recovered 
in the third quarter of 2003, helped by Chinese government stimulus targeted toward the most-impacted travel-
related businesses. There were no SARS-related deaths in the United States, and the U.S. economy was 
largely unaffected. 

Bird flu. Stock market gains were more modest following the bird flu outbreak in 2005. Still, the S&P 500 
managed gains of 2% and 5% over the subsequent three and six months after public interest in the disease 
peaked, based on Google search trends (source: Credit Suisse).  

Economic impacts were quite limited even in affected Southeast Asia countries. Growth of Indonesian 
economic output slowed in 2005 but returned to trend in 2006, while growth in the Vietnamese economy 
continued uninterrupted. 

Swine flu. Swine flu was the most deadly global health event in recent decades, with an estimated 200,000 
deaths. That’s a big and scary number. For perspective, however, WHO estimates that as many as 650,000 
people die from the seasonal flu each year. As with the traditional flu, a tiny fraction of swine flu cases ended 
in death—just 1 per 5,000 cases. 

During the three and six months following WHO’s global emergency alert, the S&P 500 rallied 8% and 30%. 
This period coincided with the start of the current bull market as investors anticipated the end of the 2007–09 
Great Recession and Global Financial Crisis. This outbreak had no noticeable impact on U.S. or global output. 

FOCUS ON FUNDAMENTALS 

As with heightened geopolitical uncertainty related to the Middle East, fears that this deadly viral outbreak may 
spread further are understandably unsettling for investors. In addition it is always uncomfortable to talk about 
economic and market impact when dealing with human loss. Though we certainly don’t want to be dismissive 
of the human toll, it’s our job to provide historical economic and financial context which, we hope, provides 
reassurance and perspective. 

As always, we continue to focus on the fundamentals of the economy, interest rates, and corporate profits. 
The generally favorable economic backdrop is the reason we were not sellers of stocks into weakness related 
to the U.S.-Iran conflict, nor are we sellers on the coronavirus outbreak. That doesn’t mean we expect a 
smooth ride for markets. We recognize that strong gains late last year may limit potential advances this year. 



 

Member FINRA/SIPC   3 

With the S&P 500 having reached our estimated range of fair value for 2020 already, as we outlined in our 
Outlook 2020, we expect more volatility, even though we are encouraged by the stock market’s ability to 
weather geopolitical and health risks.  

A Federal Reserve (Fed) committed to keeping interest rates at current levels, which Fed Chair Jerome Powell 
reiterated at last week’s policy meeting, along with progress on trade may improve prospects for business 
investment and productivity growth, and help power corporate profits higher. If stocks are going to move higher 
from here, we believe profits will be the key driver. 

 

WEEKLY MARKET PERFORMANCE REPORT 

Please see our new Weekly Market Performance report with insights on major asset classes.  

  

https://www.lpl.com/news-media/research-insights/lpl-financial-outlook-2020.html
https://lpl-research.com/web_users/rss/LPL_RSS_Feeds_Publications/WMP/WeeklyMarketPerformance_013120.pdf
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This research material has been prepared by LPL Financial LLC. 

Securities and advisory services offered through LPL Financial (LPL), a registered investment advisor and broker-dealer (member 
FINRA/SIPC). Insurance products are offered through LPL or its licensed affiliates. To the extent you are receiving investment advice 
from a separately registered independent investment advisor that is not an LPL affiliate, please note LPL makes no representation 

with respect to such entity.  

If your advisor is located at a bank or credit union, please note that the bank/credit union is not registered as a broker-dealer or 
investment advisor. Registered representatives of LPL may also be employees of the bank/credit union. These products and services 
are being offered through LPL or its affiliates, which are separate entities from, and not affiliates of, the bank/credit union. Securities 

and insurance offered through LPL or its affiliates are: 

Not Insured by FDIC/NCUA or Any Other Government Agency | Not Bank/Credit Union Guaranteed | Not Bank/Credit Union 
Deposits or Obligations | May Lose Value 
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IMPORTANT DISCLOSURES 
 
The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations 
for any individual. To determine which investment(s) may be appropriate for you, consult your financial professional prior to investing. All 
performance referenced is historical and is no guarantee of future results. 
 
The economic forecasts set forth in this material may not develop as predicted. 
 
Investing involves risks including possible loss of principal. No investment strategy or risk management technique can guarantee return or 
eliminate risk in all market environments. 
 
All indexes are unmanaged and cannot be invested into directly. Unmanaged index returns do not reflect fees, expenses, or sales charges. 
Index performance is not indicative of the performance of any investment. 
 
All information is believed to be from reliable sources; however LPL Financial makes no representation as to its completeness or accuracy. 


