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Coronavirus Crisis: 

Using Experience and Data to Manage Through Uncertainty 

No one controls the markets, but as an asset manager it’s our job to work within them no matter the conditions. 

NorthCoast has managed client assets through SARS in 2004, Avian flu in 2008, Swine flu in 2010, MERS in 2012, Ebola in 

2014 and Zika in 2016. This time is notably different. Not simply a medical crisis, COVID-19 is decimating global 

economies and creating an extraordinary liquidity crisis. Panicked investor behavior continues as evidenced by the daily 

market whipsaw: 25% intra-day moves in stocks fueled by indiscriminate selling. In just four weeks virtually every asset 

has now come to discount a global recession.   

Our portfolio managers continue to use data, our models and 30+ years of experience to manage through this crisis for 

our clients. We are currently holding 28% in cash in our US tactical strategies and have made an “active” decision to 

mostly hold our positions. Here is the rationale and notes as of today: 

• Our models continue to be optimistic. With these extreme levels of fear and valuation, even if you forecast dire 

economic and sentiment numbers in the future, we think it’s a time to hold risk. We are monitoring daily and 

will act as needed but my best recommendation to all is to hit a 90-day pause button on aggressive action. It’s 

not time to rebalance right now in order to avoid mismatched transactions. Equity and fixed income markets are 

still experiencing wild daily price action and price dislocation. Regarding fixed income, please read our 

commentary for further details of our ETF fixed income strategies.  

• We are using data from the Spanish flu in 1918 and the financial crisis of 2008 as our main playbooks. During the 

Spanish flu the market was ahead of the illness on its way down and on the way up: The Dow Jones was -30% 

from 8/12/1917 to 12/19/1917 and then +36% in the following 7 months. Further, the market hit a new all-time 

high 7/18/1919. The duration from the low (12/19/1917) to the new all-time high (7/18/1919) was 19 months.* 

• The big 3 uncertainties that are compounding the problem will clear: 

1. The medical crisis is still expanding, with unknowns and headlines that will continue to bring about 

despair. But plans are in place to mitigate the spread of the disease and the global private sector is 

working in a more coordinated manner than ever to find remedies.  

2. The liquidity crisis has been helped by the Fed’s announcement of unlimited bond-buying, three new 

credit facilities and an upcoming small business lending program that will help stabilize the market. In 

addition, the Fed’s recent expansion of asset purchases to municipal bonds, corporate bonds, 

commercial ABS mortgages and ETFs serves to further mitigate uncertainty around these investments. 

The Fed’s action further supports taking risk. 

3. The economic crisis is currently still flashing yellow as we await a stimulus package for individuals and 

businesses. 

• Take a look at the chart below and try to keep your eyes on the horizon. These numbers reflect data from 

indices inception through December 2019 – they do not necessarily reflect a single point in time such as the 

current depressed conditions.  

http://www.northcoastam.com/pdf/marketupdate/Making%20Sense%20of%20Fixed%20Income%20ETFs.pdf
http://www.northcoastam.com/pdf/marketupdate/Making%20Sense%20of%20Fixed%20Income%20ETFs.pdf
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Source: Bloomberg, GSAM. 

* Source: Marketsmith 

**Important Disclosure: Various asset classes are represented by the following indices using data since its inception dates (in parenthesis) up 

to December 2019: US Large Cap - S&P 500 Index (January 1969), International Equity – EAFE Equity (January 1970), Emerging Markets 

Equity - MSCI Emerging Market Index (January 2001), US Agg – Bloomberg Barclays US Aggregate Index (January 1986), Emerging Market 

Debt – 50% JPM EMBI Global Diversified (June 2005) and 50% JPM GBI-EM Global Diversified (June 2005), Global High Yield - Bloomberg 

Barclays Global High Yield Index (January 1999), Bank Loans - Credit Suisse Leveraged Loan Index (January 1992). Past performance does 

not guarantee future results, which may vary. The indices are unmanaged and the figures for the Index reflect the reinvestment of dividends, 

but do not include any deduction for fees, expenses or taxes. 

Additional Important Disclosures: 

The information contained herein has been prepared by NorthCoast Asset Management LLC ("NorthCoast") on the basis 

of publicly available information, internally developed data and other third party sources believed to be reliable. 

NorthCoast has not sought to independently verify information obtained from public and third party sources and makes 

no representations or warranties as to accuracy, completeness or reliability of such information. All opinions and views 

constitute judgments as of the date of writing without regard to the date on which the reader may receive or access the 

information, and are subject to change at any time without notice and with no obligation to update. This material is for 

informational and illustrative purposes only and is intended solely for the information of those to whom it is distributed 

by NorthCoast. No part of this material may be reproduced or retransmitted in any manner without the prior written 

permission of NorthCoast. NorthCoast does not represent, warrant or guarantee that this information is suitable for any 

investment purpose and it should not be used as a basis for investment decisions.  

PAST PERFORMANCE DOES NOT GUARANTEE OR INDICATE FUTURE RESULTS.  

This material should not be viewed as a current or past recommendation or a solicitation of an offer to buy or sell any 

securities or investment products or to adopt any investment strategy. The reader should not assume that any 

investments in companies, securities, sectors, strategies and/or markets identified or described herein were or will be 

profitable and no representation is made that any investor will or is likely to achieve results comparable to those shown 

or will make any profit or will be able to avoid incurring substantial losses. Performance differences for certain investors 

may occur due to various factors, including timing of investment. Investment return will fluctuate and may be volatile, 

especially over short time horizons.  

INVESTING ENTAILS RISKS, INCLUDING POSSIBLE LOSS OF SOME OR ALL OF THE INVESTOR'S PRINCIPAL.  

The investment views and market opinions/analyses expressed herein may not reflect those of NorthCoast as a whole 

and different views may be expressed based on different investment styles, objectives, views or philosophies. To the 

extent that these materials contain statements about the future, such statements are forward looking and subject to a 

number of risks and uncertainties. 


