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Spring Cleaning: Coronavirus Update 

We all experience overwhelming moments of fear and uncertainty accentuated by the disorienting changes to our daily 

routines due to the COVID-19 pandemic. The constant din of the media reinforces those insecurities, peppering us with 

messages to “be prepared for it to get a lot worse.” With the numbers directly affected by the virus growing daily, this 

has rapidly moved from a public disaster to a personal one.  All of us are impacted and all of us are truly in this together.   

So while COVID-19 and related economic news will continue to worsen, I view our job as trying to distance ourselves 

from those powerful emotions to better focus on data and opportunities, and try to continue to identify and minimize 

risks. When doing so, we conclude much of this negativity is already priced in to the markets. Though we cannot rule out 

further declines, we do see evidence of a market-troughing process.  Two weeks ago, with the fear index (VIX) at an all-

time high, credit markets completely dislocated, and amid panic selling, we advised a pause on aggressive action. We 

paused and witnessed a 20% gain in stocks and remarkable narrowing of discounts in the credit markets in 3 days 

(March 24-27).  Last week, the speed and magnitude of that increase ushered in a new phase. We wanted to take 

advantage by repositioning securities within the portfolios… cycling in names that were better positioned to perform as 

the country deals with these new economic headwinds. In general, we invest in companies less reliant on debt with 

better digital growth strategies, and with customers more likely to quickly return when the haze lifts. This again is where 

I think we still are today – doing spring cleaning.   

Why do we remain attracted to risk assets? In short, our market models remain constructive. Our experience is echoing 

that sentiment (from managing markets like 2000 and 2008 and studying playbooks from 1918, 1929, and 1987). In 

addition, research into our framework for this crisis continues to improve. I’ve included some charts from 1929 and 1987 

below, I do find it reassuring that human nature remains the same. Though so many elements of this market are 

different from previous events, investor instinctual reactions are eerily similar. The current framework to complement 

our market exposure models is as follows:  

1. The medical crisis took another positive step and is less in the red. Outside some of the drug studies and drug 
therapy news releases of last week, the leading data out of Asia and more recently Italy suggests that daily 
cumulative confirmed case growth below 10% closely precedes a tentative peak in active cases. When the 
cumulative growth rate falls into the single digits, death and recovery rates have a greater potential to exceed new 
confirmed cases. The US single day cumulative confirmed case growth metric saw its first print below 10% since 
the outbreak started.1 We are still monitoring for re-accelerations as we suspect the country level data could track 
an oscillating trajectory via the potential for sequential regional outbreaks. That said, most state and county trends 
are decelerating for now.  The NYC momentum data decelerated from the 30% to 10% threshold in half the time it 
took the Italian trajectory to cover that ground.   

2. The economic crisis is still yellow but has improved as well. The federal stimulus package is very targeted toward 
middle class consumers and small businesses with direct payments. This is very different than the stimulus after the 
2008 Financial Crisis, when the funds were used to shore up the regulated banking system and inflate asset prices 
rather than economic ones. In short, this should be a much better transmission mechanism to the real 
economy. There is a growing movement against share buybacks with a desire to see corporate cash flow used to 
either pay higher wages or make real investments that can drive greater productivity and growth. And finally, a 4th 
stimulus package is already being discussed, with Congress effectively taking a “whatever it takes” tone to defeat 
this enemy.  

3. The liquidity crisis remains fairly green. The Fed’s $4 trillion worth of additional balance sheet expansion and money 
printing has nearly ended the discussion.  
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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. 


