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As volatility in global financial markets continues to
escalate, we want to provide our latest thinking on
investment implications related to the COVID-19
coronavirus and a sharp decline in oil prices. Our
sympathies continue to be with everyone affected by
the virus.

Coronavirus poses a significant threat to near-
term economic activity. While new cases in China
have moderated, the spread of the virus appears
strongest in Iran, South Korea, and Italy — and
the U.S. is seeing an increase in reported cases.
GDP figures around the world will fall far short of
prior estimates for the first quarter, and the
downturn could last longer depending on global
progress in limiting the spread of the virus.

After OPEC+ (Organization of the Petroleum
Exporting Countries and allies including Russia)
talks collapsed, Saudi Arabia decided to cut oil
prices and boost output despite existing threats to
oil demand from the coronavirus epidemic. This
decision surprised markets, as investors were
largely expecting an agreement regarding
additional supply cuts. An oil price war could
have significant geopolitical and investment
implications. We note that over the past year,
Bessemer equity portfolios have benefitted from
an underweight to the energy sector, which itself
has also become a smaller percentage of the
market. The energy sector represents under 4% of
the S&P 500 currently, down from over 25% in
1986.

Recent stock-price declines have been
substantial; the S&P 500 is down roughly 18%
from peak-to-trough as we write this. To put this
in context, during the bull market of the last
decade, stocks fell by significant amounts four
times — including drops of about 20% in 2011
and 2018. Markets are likely to remain volatile in

the coming weeks as investors factor in oil price
movements and new data comes out on the pace
of virus contagion and fatality rates. Any positive
news could lead to sharp market recoveries in
light of favorable fundamentals in corporate
earnings, inflation, and employment at the onset
of this shock.

Corporate funding is an area of particular focus
for us. In prior sell-offs, marked tightening in
credit markets has intensified the downdrafts and
hurt economic activity. More important than rate
cuts, the message from central bankers — that
they are focused on ensuring well-functioning
markets — can help steady sentiment. The
Federal Reserve has already increased liquidity
assistance to markets in the form of higher
overnight repurchase levels this morning. In
addition to our focus on credit markets, we are
closely monitoring jobless claims, small business
optimism, and consumer sentiment to gauge the
potential for lasting impact from the virus on
economic activity.

Defensive aspects of the portfolio are providing a
level of protection. Bond portfolios are benefiting
significantly from rising demand for fixed-income
securities, most of our equity portfolios are
beating benchmarks year-to-date (though remain
negative), and managed volatility sleeves in large
and small/mid-cap portfolios are outperforming
equity indexes. Within our alternative investment
programs, hedge fund vehicles appear to be
performing as intended, and private equity
exposures are oriented toward technology and
healthcare sectors, which are less likely to be
affected by coronavirus on a relative basis.

Finally, our ongoing preparation for disruptive
events means that our entire investment team is
equipped to work remotely as needed. We are
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monitoring events closely to make appropriate Investment Insights, “Taking a Long-Term View
decisions to keep employees safe and provide the During Volatile Times,” and our February 25
ongoing investment management that our clients Investment Insights, “Portfolio Positioning Amid
rely on. Fortunately, we can conduct our daily Recent Market Moves.”

activities from anywhere. We continue to wish you and your family safety and

For more information on the recent market turmoil, good health. Please reach out to your Bessemer team
we encourage you to read our February 28 for any support you may need.
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To view these and other recent insights, please visit www.bessemer.com.
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family office services, we help clients achieve peace of mind for generations.
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