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April 9, 2020
Peak in Sight
According to the Institute of Health Metrics and Evaluation (IHME), the peak usage in
the United States for total hospital beds, intensive care beds and ventilators is April 11,
2020. The peak in deaths per day is projected to be April 12. Total U.S. deaths are
projected to reach 60,415 by August 4. 60,415 deaths are a greatly reduced estimate
from the roughly 100,000-240,000 projected a couple of weeks ago.

These updated COVID-19 projections help explain the strength in the market this week
despite worsening economic news.
Although the U.S. appears to be having some success in “flattening the curve,” it
remains unclear how and when the U.S. economy will be brought back on line,
particularly in advance of a vaccine. Bloomberg reports that it is possible we will see a
gradual reopening of the economy in May based on a program of vastly increased
testing both for the active virus and for anti-bodies to indicate who may have developed
immunity.
A two to three month shut-down of the economy is difficult but not catastrophic. A much
longer shut-down could lead to economic depression. The stock market appears to be
anticipating a reopening sooner rather than later.
China removed the lockdown on Wuhan (city where COVID-19 first discovered) this
week after 76 days. Wuhan provides an example of how the U.S. may reopen. The 11
million residents are going back to work and may now travel freely throughout China.
Shops and malls have reopened but there are limits on the number of customers in a
store at one time. China is using a smart phone app to track the owner’s health status
and travel. Schools have not been reopened.
California governor Gavin Newsom issued the Stay at Home order on March 19. Using
Wuhan as the model, California and much of the rest of the U.S. may begin its partial
economic reopening during the first week of June. This helps explain the recent
strength in the market.
As a follow-up to our commentary on the CBOE Volatility Index (VIX) in the past couple
of weeks, it is now trading at about 42. This is materially below the 50 level and

suggests the “crisis” nature of COVID-19 is diminishing. In the 2008-2009 bear market,
the S&P 500 found its lows when the VIX was trading in the 40s. The stock price
recovery began on a sustained basis when the VIX fell into the 30s.
Give Us a Call Today
We have unique and sophisticated investment methods that seek to capture the stock
market’s gains while minimizing drawdowns in bear markets. If you would like to learn
more about how we manage money, we invite you to give us a call at (415) 249-6337,
visit www.deltaim.com or email us at info@deltaim.com.

(Delta MSI is published every week in Barron’s)
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