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Coronavirus Fears And The Market

Dear Clients and Friends of Potomac Wealth Advisors,

We are, of course, keenly aware of the sharp market moves the past few weeks. As many of you
know, we strive to not be emotional and we try not to make short term market calls as they are very
difficult to get right twice.
 
One of our approaches is to build investment portfolios with the full expectation that stocks will move
down by 20% or more, and in some extreme cases 30% or more. This is why we have careful and
detailed conversations that lead us to mutually build asset allocation models that are able to balance
the dual objectives of growth and potential downside protection.
 
In this fast and substantial downturn, the market appears to be reacting to the legitimate fear that the
Coronavirus spreads and impacts wide swaths of the economy. There is little we can do to stem the
spread of fear which overtakes typical measures of valuation. Nevertheless we have to continue to
follow proven methods of long-term stock investing—at least and until we believe that the
Coronavirus will permanently change the way commerce is conducted and cause a deep, worldwide
recession.
 
Of course we could be wrong, but we also know we were equally, if not more, concerned many times
during this 11 year bull market. Whether it was trouble in the oil patch, Greek bank failures, the
slowdown in the Chinese economy, Brexit, and the Federal Reserve rate hikes in 2018 (which caused
stocks to drop even more than they have this year for example), there have been many reasons to
exit stocks. Each time, when the data carried the day, stocks rebounded.
 
While exiting stock investments may feel like a good thing (and may actually turn out to be a good
thing) there are several reasons to consider not selling including the fact that any potential reversal
may be sharp and fast. If this happens investors may not only feel the pinch of recent losses but the
disappointment of not participating in the rebound. Furthermore, with interest rates at historical lows,
bonds and cash offer very low yields for a long term investor.
 
Every day we will look at the news and reconsider what actions to suggest. Our hope for now is that
medical science gets a handle on this as they did SARS and Ebola.
 
Below are two market commentaries from leading investment firms. Feel free to also review these
links for additional market thoughts at this important time. 
 
As always, please call us with any questions you may have on your unique situation—especially if
your health and sleep are being affected by the troubling headlines. 

Mark Avallone and the Potomac Wealth Advisors Team



Additional commentaries.

Coronavirus Fears Wash Away New Market Highs

The Coronavirus Knocked Our 2020 Outlook Off Track. But Maybe Not For Long.
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https://files.constantcontact.com/20b2fa81101/004e7f77-4e93-4a3f-aff7-64d6fab5c884.pdf
https://www.blog.invesco.us.com/the-coronavirus-knocked-our-2020-outlook-off-track-but-maybe-not-for-long/
https://www.potomacwealth.com/
https://www.linkedin.com/in/markavallonecfp/

