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That was quick. After a few trading days of stock-market 

panic due to the novel coronavirus, financial markets ap-

pear to have shifted back to recovery mode. At least that's 

what you might think when looking at the S&P 500 , which is 

now1 roughly back to its pre-crisis level2 (in terms of when 

the outbreak in China began to be widely reported). This is 

remarkable. Even if the virus were soon to be contained, 

plenty of economic damage would already have occurred. 

Moreover, the economic costs are likely to increase daily, 

probably well beyond the peak in new infections. This also 

affects U.S. companies, for example those that are depend-

ent on Chinese tourists, on flights to China, on consumers 

in China or on production facilities in the province of Hubei. 

The impact is likely to be felt primarily in the first-quarter 

figures, with corresponding effects on the full-year figures. 

Similar share prices with lower earnings. This would mean 

that the S&P would once again benefit from a valuation ex-

pansion – the factor that was almost solely responsible for 

the S&P 500 rally in 2019. That is, if one takes 2019 earn-

ings as a basis, which did not grow compared to 2018. But 

for now, the market is looking ahead. And for 2020, it (still?) 

expects the S&P 500 to post an 8.5% increase in earn-

ings.3   

What could move markets more in the medium term are the 

changes in estimates. As our Chart of the Week shows, 

things look rather bleak on that front. Since July 2019, the 

S&P 500 has gained 17%, but earnings estimates for 2020 

have fallen by 3.6%. Unsurprisingly, cyclical sectors  (see 

chart) have been responsible for this, while defensive sec-

tors  (utilities, health care, real estate and defensive con-

sumption) have done so little that we have not even includ-

ed them in the chart. The only positive outlier was once 

again the technology sector, which managed to exceed the 

high expectations for the fourth quarter of 2019. But on the 

whole, the impact of the virus is unlikely to be reflected in 

the consensus estimates yet. So why are investors so non-

chalantly pretending to be immune from further health 

scares? Maybe because they are expecting what they con-

sider to be the right medicine for weak economies and mar-

kets: easy money from central banks. The People's Bank of 

China has already served up the first dose.  

HOW CONTAGIOUS ARE EARNINGS ESTIMATES? 

Markets seem to have shrugged off the coronavirus. Meanwhile, the earnings outlook 

continues to be uninspiring. What are investors hoping for? 

Sources: Refinitiv, DWS Investment GmbH as of 2/5/20 
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1As of 2/5/20 
2As of 1/17/20 
3As measured by consensus earnings expectations  
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GLOSSARY 

A consensus estimate is a figure that depicts the average of differ-

ent analysts' estimates about the performance of a particular asset. 

People's bank of China (PBoC) is the central bank of China. 

 

Pro-cyclical sectors are those likely to particularly benefit from an 

upturn in the economic cycle (i.e. stronger growth). 

The S&P 500 is an index that includes 500 leading U.S. companies 

capturing approximately 80% coverage of available U.S. market 

capitalization. 
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fering materials or other documentation relevant to such products or services. 
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thority (Registration number 429806). 
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DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS 
brand are specified in the respective contracts, sales materials and other product information documents.  DWS Group GmbH & Co. KGaA, 
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investments and strategies described or provided by DWS Group, are appropriate, in light of their particular investment needs, objectives 
and financial circumstances. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, rec-
ommendation or solicitation to conclude a transaction and should not be treated as giving investment advice. 

DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in considering invest-
ments and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, unless specified. 

Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income 
and principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any 
point in time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. The terms of 
any investment will be exclusively subject to the detailed provisions, including risk considerations, contained in the offering documents. 
When making an investment decision, you should rely on the final documentation relating to the transaction and not the summary contained 
herein. Past performance is no guarantee of current or future performance. Nothing contained herein shall constitute any representation or 
warranty as to future performance. 

Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee its accuracy, com-
pleteness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and estimates may be changed without 
notice and involve a number of assumptions which may not prove valid. All third party data (such as MSCI, S&P, Dow Jones, FTSE, Bank of 
America Merrill Lynch, Factset & Bloomberg) are copyrighted by and proprietary to the provider. DWS Group or persons associated with it 
may (i) maintain a long or short position in securities referred to herein, or in related futures or options, and (ii) purchase or sell, make a 
market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation. 
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fore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions 
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Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical perfor-
mance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this material. Forward looking 
statements involve significant elements of subjective judgments and analyses and changes thereto and/or consideration of different or addi-
tional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results 
contained herein. No representation or warranty is made by DWS Group as to the reasonableness or completeness of such forward looking 
statements or to any other financial information contained herein. 

This document may not be reproduced or circulated without DWS Group’s written authority. The manner of circulation and distribution of this 
document may be restricted by law or regulation in certain countries, including the United States. 

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be con-
trary to law or regulation or which would subject DWS Group to any registration or licensing requirement within such jurisdiction not currently 
met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, 
such restrictions. 
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