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Archer March 9, 2020 Special Update 

If it is not a problem in five years, then it is not a problem today. (We said this last time) 

If the coronavirus wasn’t enough, Saudi Arabia/OPEC has decided to pile on here and cut the price of oil 

nearly 30% in the open market.  This is an attempt to drive some of the competition out of business so 

that higher prices in the future will create more profit for the OPEC countries.  This is sending the stock 

market lower today with the energy companies taking the brunt of this price cut.  The vast majority of 

the expected earnings growth for 2020 was to be attributed to the energy sector.   

Our last special update called for earnings to drop by 10-15% for the first quarter and by 5-10% by the 

second quarter before rebounding to the norm in the third quarter.  If we look at the averages of these 

two numbers we would expect a 20% decline in earnings.  This is likely to cause a recession in the overall 

economy for the first two quarters for 2020.  The chart below shows the possibility of recession.  It is 

interesting to note that usually when the market expects a recession it is too late to trade for a 

recession.  It is usually the time to buy. 

 



I would like to discuss the past recessions we have had and the decline in earnings associated with each.  

The chart below shows the decline in earnings and the corresponding decline in the stock market.  I 

would like to remind everyone this is not 2008 recession.  As of this morning we will be down 18% from 

the high of the S&P 500 (based on the expected opening).  This means on average the market would be 

down another 8% possibly and earnings will decline by the average as well.  

 

Coronavirus:  We would like to say this with all due respect as this flu is highly contagious.  Ultimately it 

is possible that 1/3 of the people contract the Flu.  This is close to the same numbers who get our 

current flu now.  In Indiana they closed a school for two weeks this morning because one of the children 

now has tested positive.  They kept saying there was only one case here in Indiana.  There may be well 

over 1000 cases in Indiana.  Most are mild and never go detected or are written off as a mild cold, 

cough, and congestion with a light fever.  We do not want to dismiss the severity of cases, but would like 

to remind people to be diligent and wash their hands and get lots of fluids and medicines if they are sick.  

This too shall pass. 

Looking Ahead: 

Again, we expect earnings to falter for the next quarter or two.  However, this will be a temporary 

decline in earnings.  The recent decline in interest rates and now the decline in oil prices will put billions 

of dollars into the hands of the average consumer as folks refinance their home at all time lows and save 

money when they fill up their gas tank each week.  This money will find its way back into the economy, 

but we will have some headaches along the way. 

Regards,  The Archer Team 


