
Virus or the Cure?  
 
With our financial independence at stake, we need to create a strategy for dealing with this crisis.  

 
“A strategy is not a lengthy written plan but rather the evolution of a central 

idea to continuously changing circumstances.” – Helmuth Von Moltke, Sr. 
 

Key Terms  
 
Without becoming an investment geek, here are some concepts to help navigate the investment side of 
the crisis. 
 
Recession: A recession is a decline in economic growth measured by Gross National Product. The length 
of time varies depending on who you ask, but some people use the UK definition of two successive 
quarters. The knowledge that we are entering a recession creates behaviors that exacerbate the decline 
by laying off workers and hoarding money, rather than spending.  
 
Stock Value: A perfect market represents the present value of future earnings. Stock prices do not 
reflect precise mathematical representations. Emotion plays a large part in determining what people will 
pay, which is why a money-losing but well-promoted company like Tesla sells at a higher price relative to 
its earnings than International Buggy Whip, a solid, but uneventful, earner. (This is neither a 
recommendation to buy nor to sell stock in International Buggy Whip.) 
 
Price-to-Earnings (PE) ratio. The PE ratio tells us whether a stock or the entire market is either over or 
underpriced. Since future earnings are unknowable, this ratio floats on the optimism or pessimism of 
the investing public. For example, the PE for the market fell to 13 after the failure of Congress to 
approve the federal action its high-level bipartisan committee negotiated. This failure demonstrated 
incompetence at a time that required leadership. When it looked like an agreement would be reached, 
thanks to the public outcry, the PE rose to 16, after the single highest one-day gain ever in the market.  
 
Investors value stocks the same way they bid for a house, a car, or a racehorse. They buy a property 
because they want to derive pleasure from it, but they also hope it will gain in value. They buy stocks 
because they hope future earnings will increase. You don’t want to pay too much for your home, 
because you may never get your money out in the future. Similarly, the PE ratio helps you determine 
whether you are paying too much for your stock.  
 
Earnings Reports: Companies will report their first-quarter earnings during the first week of April. In 
2008, the sharpest decline in the stock market occurred after the earnings announcements. Although 
reports this quarter may have a similar effect, most investors already have an opinion on the impact of 
the government shutdown of our economy. Come July, earning reports released for the second quarter 
could see a further shrinkage in economic activity, an increase in unemployment, and a rising tide of 
bankruptcies. But these findings may already be priced into the market, or “baked into the cake,” as 
people like to say.  



Could the Cure be Worse than the Disease? 
 
Unlike 2008, this is not a solvency recession, but a black swan health event that forcibly closed an 
economy that may well have been relatively the strongest in world history. The closest analogy to the 
current situation comes from World War II, not the 2008 financial crisis. 
 
Shutting down the economy to enforce social distancing was a declaration of war against a global 
enemy. To save lives in our fight against this microscopic enemy, we may jeopardize the health and well-
being of hundreds of millions of people worldwide, which is what we mean by “The Cure is Worse Than 
the Disease.” 
 
Some elected politicians, such as New York’s Governor Cuomo, have said, “All this is worth it if it saves 
one life.”  
 
Thankfully, I was not driving when I heard this, or I may have driven off the road. (Would that have 
counted as a COVID-19 death?) 
 
Then why not ban cigarette smoking? Why not reduce the speed limits to 30 miles an hour? If the 
government would ban cars entirely, we could save over 100 lives each day. Why not use the army to 
end open-air drug markets and get serious with the war on drugs? What are we doing to reduce the 
over 3,000 deaths per day worldwide from Tuberculosis?  
 
There are limits to what our society should do to “save one life.” We want our government leaders to 
realize that every decision has consequences, both intended and unintended. We ask them to make 
decisions based on what is best for the greater number of their citizens, both for now and for the long 
term.  
 
COVID-19  is a scary disease, but foolish responses are just as frightening.  
 

What Can You Do? 
Until the government-imposed shutdown ends, unemployment will continue to rise, and businesses will 
fail. The three Congressional bills to date will try to reduce the loss of jobs, keep businesses alive with no 
revenues, and reduce expenses, taxes, and health costs. When we return to normal, the economy will 
improve, so long as there is no relapse. Markets, which anticipate economic recovery, will begin to move 
sooner than the economy.  
 
As an investor, you want to develop a strategy that will keep you on the long-term track toward financial 
independence. There are a few tactics you can pursue: 

1) Grin and bear it. Ride the markets down, knowing you will be there when they bounce back, 
which is what I advised over the last few market drops, such as December 2018. 

2) Run and Hide. Sell your investments, put them in cash. When everything gets better, buy back 
in. If the market goes down more, you protected what you have. On the other hand, you will 
have locked in your losses by waiting to buy until after the market improves. You will not know 
the market hit bottom until long after it has. 

3) Sell all and Dollar Cost Average (DCA) Back. This way, you protect what you have against a 
massive drop, but you are systematically buying back in. You can take advantage of the volatility 



this way, randomly investing when the market is at a short-term low. DCA does not provide a 
guarantee you will make more money this way versus any other tactic, but it may keep you from 
holding off until you think the time is perfect. The risk of this strategy is that the worst may have 
already happened, but at least you have a plan to get back in. To pull this tactic off, you must 
decide: 

a. How much? (Dollars per transfer)  
b. How often? (Daily, weekly, monthly 
c. How long? (To keep it going) 

4) Hedge Against Losses. Some investments offer protection against market loss while giving you 
the chance to earn something when the markets go up. There is always a cost to a guarantee, 
but if it protects money from further loss while enabling you to participate in some of the gains, 
the price may be worth it to you. 
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