
 

 

 
 

Coronavirus Update on Financial Markets & Investments – 1st May 2020 
 
We have written separately regarding ongoing client reviews.  This bulletin is about investments and financial markets. 
 
At the time of our first general ‘CV-19’ comment/update in mid-March global stock markets saw substantial day to day 
movements and, as we then forecast, this continued.  We now know that most countries went into recession in the first quarter of 
2020, economies shrinking by 4%, 5% or more.  Noting that restrictions did not start for many until March this means that normal 
economic activity for the first 8+ weeks of the year was then more than offset by the drop off in just the last few weeks of March.  
It therefore seems very likely the quarter ending 30th June 2020, regardless of what happens in the near term, will indicate a more 
severe contraction.  We will not be surprised to see another dip in market levels, particularly if companies earnings report and 
profit levels fall by more than markets are expecting.  However, as one of the asset managers we deal with recently said:  “we 
estimate that Stock Market valuations are suggesting that every one of the equity investments we own will not make any profit for 
another two and half years – this level of caution appears to be far too high”. 
 
Many of the Government’s financial initiatives are now active and our colleagues at Mapus-Smith & Lemmon Chartered 
Accountants have been working hard to ensure that businesses that are entitled to assistance and support can secure this. This 
government support is aimed to ensure the economy and industry is well placed to recover quickly as the restrictions are eased. 
 
Markets still seem to be anticipating that as the global lockdown is eased, economic activity will recover relatively quickly (albeit 
not across all sectors) with a similarly quick return to profitability.  Fund managers are working hard to try and position their 
portfolios as best as possible, identifying companies they believe are likely to fail and holding/buying others they expect to 
benefit, or where they believe returns are likely to be more reliable. 
 
Dividends 
 
We are now seeing some reductions and even some suspensions as indicated in an earlier note. The global lockdown is 
significantly reducing immediate cashflow and profits for some (but not all) companies, for example airlines, energy (particularly 
oil) and many high street retailers, and/or is increasing risks to future profits such as banks and insurers.  Some others are less 
affected, or are even benefiting, such as food/household goods suppliers, pharmaceuticals, supermarkets and some technology 
companies. Even if total dividends were to halve from their prior level this still represents an income return higher than can 
currently be achieved by cash accounts and with no prospect for the latter of any improvement in capital values. 
 
This reinforces the need to have a well-diversified portfolio.  We typically recommend using ‘collective’ investment funds that 
invest across not only a range of assets (so is not just shares) but also in different companies and market sectors, limiting exposure 
to any one in particular. We know that it is possible to make substantial gains by investing in just one or a small number of 
company stocks, but this carries much bigger risk compared to investment funds.  
 
Investing is for the long term 
 
During unsettled times is it sometimes easy (for all of us) to lose sight of this.  We have conducted research for investment returns 
over differing time periods: 1 Year, 10 Years & 15 Years.  We compared the FTSE All Share index (this includes dividends), 
Balanced Fund Sector (this sector is probably a good indicator for many of our client portfolios and again this includes dividends), 
the average 90 Day Notice Deposit accounts and finally RPI inflation. The table below summarises the returns for each: 
 

All data shown here and below was sourced from FE Analytics 
on 1st May 2020 and all are for periods ending 30th April 
2020. 
 
 

 
 
 
On the next page are 3 graphs that show these total returns over each period but also the movements in value that 
occurred over each period.  Please note this data does not relate specifically to your portfolio but to the specific indices and 
benchmarks referenced. 

Period FTSE AS Balanced Sector 90 Day Cash RPI 
1 Year -16.36% -4.79% 0.94% 1.53% 
10 Years 63.40% 66.33% 9.16% 31.33% 
15 Years 132.91% 136.68% 27.43% 52.71% 



 

 

 
1 Year – This graph shows that total annual return for 
the FTSE All Share and Balanced fund sector at 5%-
7.5% up until mid-March but the FTSE All Share then 
fell by c35%, the Balanced fund by c20%.  Since the 
lowest points shown these have recovered by over 15% 
and 10% respectively. As you would expect Cash is 
positive at just under 1% but is behind inflation at 1.53% 
 
 
 
 
 
 
 
10 Years – the higher risk FTSE All-Share (it is 100% 
shares) gives a total return that is slightly lower than the 
Balanced fund, but for both total returns still in excess of 
60%, even after the recent sharp falls as shown.  This is 
still well ahead of what would have been earned by Cash 
accounts and is double inflation for the period.  Cash is 
well behind the rise in the cost of living, RPI inflation. 
 
 
 
 
 
 
15 Years – here the FTSE All Share and Balanced Fund 
sector returns are both more than double the 10 year 
figures, the latter again outperforming, albeit just another 
5 years.  Note this longer period now includes the impact 
of the ‘credit crunch’. You may not recall but from July 
2007 - March 2009 the FTSE All-Share fell by about 
50%, a much greater extent than seen recently, albeit 
over a longer period.  
 
Both FTSE All Share and Balanced Fund sector are still 
significantly ahead of both Cash and RPI inflation – Cash 
now well behind inflation for the period. 
 
 
 

What does this history tell us? 
 

• Market volatility is inevitable, but the reasons for it will differ.   
• The extent and timing of falls and rises cannot be predicted with any certainty. 
• Do not invest in stock markets with only a short-term in mind - the short-term risks are always too great.   
• Cash provides security in the very short-term but with very little prospect for positive returns over longer periods. 
• A suitable long-term investment strategy has still provided a competitive absolute return (growing the value of money) 

and a real return (when considering inflation) even after the recent falls. 
• It is virtually impossible to avoid falls in value without also risking missing out on recoveries. 
• If you don’t need to draw capital from investments, it is rarely beneficial to try and ‘time’ the market by selling and 

reinvesting later when the situation is more settled.  This would mean selling when values have fallen and reinvesting 
when they have gone back up again - so effectively losing twice. 

• We commented in previous notes that having Cash/Deposit savings and resources are always fundamental in our 
discussions with all clients and for annual reviews. This is not only to provide for planned or unexpected personal capital 
expenditure but the unforeseen events, such as now. This ensures clients are not forced sellers at a low point – having 
savings should mean not having to sell investments. Sometimes you want to do so, but you should not need to. 

 
We know that future returns depend, to some extent, upon when money is first invested and those that have done so for 
the first time within the 12 months will have been more affected than those that did so earlier.  Nevertheless, this data 
indicates that over the longer term, which should be the basis upon which any money is invested, short-term movements 
become gradually less relevant and apparent. 
 


