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February 25, 2020 

 
75 State Street, 22nd Floor 
Boston, MA 02109 

 
4707 Executive Drive 
San Diego, CA 92121 

 
1055 LPL Way 
Fort Mill, SC 29715 

 
Dear Valued Investor: 

Monday was a tough day in the stock market, with the S&P 500 Index down more than 3% as the number 
of coronavirus cases reported outside of China jumped. Monday’s losses reversed all of this year’s gains so 
far for the S&P 500 Index and the Dow Jones Industrial Averages. The Nasdaq Composite Index appeared 
to be holding onto a small year-to-date gain through Monday’s close. After several months of relative calm 
in the markets, Monday’s volatility probably felt worse than it might have otherwise, but a 3% one-day 
decline never feels good. 

Every virus outbreak is different, but looking back at other major global outbreaks over the last three 
decades (SARS, bird flu, swine flu, Zika, etc.), we see that the impact to the U.S. and global economies 
and stock market has tended to be short-lived. We think the current outbreak has the potential to follow a 
similar path, although we recognize there is still significant uncertainty. The coronavirus has spread more 
quickly than SARS, the most comparable outbreak, but the policy response also has been more aggressive, 
and the survival rate has been higher. 

To put Monday’s decline into perspective, even in positive years for stocks, the S&P 500 historically has 
experienced an average peak-to-trough intra-year decline of about 11%. In other words, the S&P 500 has 
risen and fallen an average of 11% within the year in most years. This latest pullback that we’re 
experiencing has not yet reached 5%, and it is still well within the normal range of market volatility. On 
average, the S&P 500 has experienced three to four pullbacks of around 5–10% per year. 

It’s also important to remember that the global economy had started to see a pickup in momentum in late 
2019/early 2020, before the outbreak. Leading indicators of economic activity were pointing higher. 
Purchasing managers’ surveys for the United States and Europe had improved. And corporate America 
delivered solid better-than-expected fourth quarter 2019 earnings results, with many companies saying 
good things about their 2020 outlooks.  

We see the coronavirus as a delay in—not an end to—the global economic acceleration story that has been 
unfolding since December’s U.S.-China trade deal. That momentum has put the global economy and 
corporations in better positions to weather the coronavirus storm. We believe we will see global economic 
impact from the coronavirus over the next several months, but we believe investing fundamentals make the 
case for a rebound in the second half of this year, potentially with some help from government stimulus. 

As difficult as it may be to stay the course in the face of recent market volatility, we would suggest that 
long-term investors consider that approach. Based on history and our belief in solid investing 
fundamentals, we look for a return to pre-outbreak levels of global economic growth and corporate profits 
within the next several months—which we think may continue to power the current bull market and 
economic expansion through 2020 and possibly beyond. 
 
We wish you good health and recommend that you contact your financial professional with questions. 
 
Sincerely, 

        
Burt White 
Managing Director, Chief Investment Officer 
LPL Research



Member FINRA/SIPC page 2 of 2  

   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This material is for general information only and is not intended to provide specific advice or recommendations for any individual. There is no assurance that the views 
or strategies discussed are suitable for all investors or will yield positive outcomes. Investing involves risks including possible loss of principal. Any economic forecasts 
set forth may not develop as predicted and are subject to change.  
References to markets, asset classes, and sectors are generally regarding the corresponding market index. Indexes are unmanaged statistical composites and 
cannot be invested into directly. Index performance is not indicative of the performance of any investment and do not reflect fees, expenses, or sales charges. All 
performance referenced is historical and is no guarantee of future results. 
All information is believed to be from reliable sources; however, LPL Financial makes no representation as to its completeness or accuracy. 

 
 
 
 
 
 

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 and 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: 
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