
 

Latest Market Commentary 
 
 
2020 began encouragingly for investors with many financial markets performing well, 
driven by expectations for moderate but sustained economic growth.  Some equity 
markets performed particularly well with the US stock markets making new all-time 
highs in February.  In March, however, the growing fears surrounding the Coronavirus 
(COVID-19) led to the fastest 20% falls in history for equity markets and, as a result, 
global equity markets entered ‘bear’ market territory.  

                 
With many countries imposing a harsh lockdown, due to strict measures to contain the 
Coronavirus, it is inevitable that economic activity will be sorely dented.   Most 
economists are now forecasting a severe drop in economic activity due to this 
unprecedented shock to the global economy.  Recent jobless claims data from many 
countries are indicating a sharp rise in unemployment rates.   
 
In order to shield their economies from the worst-ever potential recession, many central 
banks have drastically cut interest rates (to zero in most cases) and governments have 
instigated huge rescue packages for industries and consumers. The stimulus from 
authorities is on a scale akin to a war footing and is designed to prevent a recession 
turning into a depression.  
 
It is very understandable that many companies are currently not able to give forward 
guidance for earnings in this present environment.  Companies are taking action, and 
where necessary they are responsibly stopping dividend payments, thereby supporting 
their balance sheets.   
 
The sharp drop in the price of oil (circa 55% below prices of a year ago) will bring some 
benefits both to industries, especially to those heavily reliant on energy, and to 
consumers. 
 
We believe that there have been some signs of capitulation with, in our opinion, some 
assets being indiscriminately sold. The VIX (volatility index, colloquially known as the 
‘fear index’, hit an all-time high in March; and this was considerably higher than the 
levels seen at the peak of the Global Financial Crisis in 2008. 
 
More recently it is potentially encouraging to see areas of economic activity within 
China returning to more normal levels, as well as the latest data indicating that infection 
rates in South Korea (and now possibly Italy) are levelling out.  As we write this 
commentary, it is of course not possible to predict when the lockdown measures will be 
lifted, though it is encouraging to see some very recent easing in parts of continental 



 

Europe.  There is, however, a real risk of future ‘cluster’ outbreaks that could lead to 
further lockdown measures being required. 
 
The very best news will, of course, be a cure, medical treatment, and/or vaccine, but 
more scientific research is still required before this particular coronavirus can be 
properly understood.  We do, however, believe that this will pass, though we anticipate 
continued financial market volatility in the near term, particularly as predicted peak 
infection rates have not yet been reached for many countries.   
 
Since the end of March there has been some encouraging improvement to global 
markets and ultimately, as history has shown us before, we do expect asset values to 
further improve and for prices to move based more clearly on fundamentals and reason.  
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Opinions constitute our judgement as at the date of publication and are subject to change without warning.  The 
value of investments and the income from them can go down as well as up and you may not recover the amount of 
your original investment.  Past performance is not a reliable indicator of future results and forecasts are not a reliable 
indicator of future performance.  Where an investment involves exposure to foreign currency, changes in the rates of 
exchange may cause the value of the investment and the income from it to go up or down. In the case of some 
investments, you should be aware that there is no recognised market for them, and that it may, therefore, be difficult 
for you to deal in them or for you to obtain reliable information about the value or the extent of the risks to which 
they are exposed.  Certain investments carry a higher degree of risk than others and are, therefore, unsuitable for 
some investors.  It may be possible to lose all of your initial capital in certain types of investments.  Before 
contemplating any transaction you should consider whether you require financial advice.  Nothing in this document 
should be construed a solicitation, offer or recommendation to buy or sell securities or any other investment or 
banking product, nor to provide any investment advice or service.  Nothing contained in this document constitutes 
investment, legal, tax or other advice, nor should it be relied upon when making an investment or other decision. The 
information in this document is believed to be correct but LAM cannot guarantee its accuracy, timeliness or 
completeness of any such information. 
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