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Why the coronavirus crisis might not be as bad as
2008; and why it might be worse
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In percentage terms, the decline in market valuations on both sides of the
Atlantic has been either nearly as bad or worse than it was during the financial
crisis of 2008, according to analysis published by Liberum this week.
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Thus, in the first two months since the coronavirus outbreak US equities, have
dropped by nearly 30%, as against the 40% drop endured in 2008, while
European stocks have dropped by 30%, roughly on a par where they were two
months into the global financial crisis.
And if the patterns followed in 2008 are anything to go by, things may well get
worse before they get better. After initial precipitous drops in 2008, US and
European markets then recovered somewhat as the panic subsided, only then
to decline at a gentler rate but no less significantly, to levels slightly lower than
those to which the initial selling had taken them.
But are the two crises comparable in that regard?
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The epic scale of the financial shock certainly is comparable. This is without
doubt the most serious financial crisis the world has seen since 2008, and may
yet surpass it for severity.
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The open question though, is how long it will last?

Synairgen is a drug discovery and
development
company
founded
by
University of Southampton Professors
Stephen Holgate, Donna Davies and Ratko
Djukanovic. The business, focused primarily
on severe asthma and COPD, uses its
differentiating human biology BioBank
platform and world-renowned international
academic Key Opinion Leader network to
discover and develop novel therapies for
respiratory
disease.
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Back in 2008, there was a clear understanding that the financial system itself
had been fatally compromised. And that in turn lead to an ongoing sense of
uncertainty that lasted, in some sectors, for years.
This time round, there's no such underlying problem: the initial causes of the
crisis lie outside of the financial system. In broad terms the mechanisms that
allow national and transnational economies to function are still in place.
And that advantage has allowed governments a freedom to manoeuvre that
they didn't have in 2008, when the domino effect of the collapsing banks
threatened to undermine the very efficacy of credit itself.
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UK Prime Minister Boris Johnson is talking about a 12 week go-slow period, and although that may prove overlyoptimistic, it does represent a direct contrast to the ripple-effects of 2008, which were felt for years, and in ways which
are only now being understood.
On the other hand, the effects of the crisis will undoubtedly run deeper. Back in 2008 we witnessed a horrific inversion
of the famous trickle-down effect: that when banks collapsed the corresponding destruction of wealth seeped down into
the wider economy, and growth turned to recession.
This time round though, the effects of the reduction in economic activity have been immediate and have run right
through society, from the very bottom - people like music teachers, contract caterers and restaurateurs - to the hedge
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fund managers and corporate warriors at the very top. In the middle, housing sales are stalling and productivity will
necessarily drop off a cliff.
This shock is sharper, and more immediate, and this is borne out in the pattern of the relative stock market falls. In the
coronavirus crisis the falls were more precipitous and steeper than they were in 2008. It remains to be seen what the
after-effects will be, how many dead cats will bounce, and whether small changes to the oil price, like the one we've
witnessed towards the end of this week will herald anything more than false dawns.
But there are bright spots.
Certain health companies, like Synairgen PLC (LON:SNG), are doing very well. Its shares have risen nearly eightfold
since the start of the year. No surprise to learn that its speciality is health and that it is currently trialling a treatment for
the coronavirus.
More generally though, there will be winners elsewhere too. If Mr Putin and the ruling Saudi elite decide to reach some
sort of accommodation the oil price could jump markedly, and all those oil majors like BP (LON:BP.) and Royal Dutch
Shell (LON:RDSA) that have been oversold even in comparison to the general crash will bounce.
And then there are the gold producers. Gold dropped significantly as investors who were sitting on stock market losses
sought to balance portfolios by booking gains in gold. But that dynamic is slowing now, the gold price is back on the
rise, and gold equities are likely to bounce too.
One company, Trans-Siberian Gold PLC (LON:TSG), said as much this week, in an operational update.
"Current events have resulted in material changes to commodity prices and foreign exchange rates, which are expected
to impact positively on the overall profitability of the group," said Trans-Siberian.
"The company's dollar-denominated revenue from gold sales remains strong in a supportive gold price environment.
The recent oil price decline is expected to considerably reduce the group's energy costs, and the connected devaluation
of the Russian rouble is equally anticipated to contribute to overall cost improvement, as the majority of the group's
operational costs are rouble-denominated."
The read across to other producing gold companies like Pan African Resources (LON:PAF) and Caledonia Mining
(LON:CMCL) is clear enough. Profits could be up, not down this year. And that's a nice thing to be able to say in a
market like this.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
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where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Synairgen PLC named herein, including the promotion by the Company of
Synairgen PLC in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty Five
Thousand
dollars
($25,000).
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