
 

INVESTMENT REVIEW – April 2020      
 
The extraordinary month of March was entirely dominated by the impact of the coronavirus Covid-19 
on families and society as well as on the global economy and markets. There was notable volatility in 
financial assets as investors reacted to the increasing certainty of a sharp global recession as well as to 
the substantial resources governments and central banks brought to bear to counter it. We cannot be 
sure when the crisis will ease, and it seems likely that it will take some time still, but it will. Markets 
do recover over time, and often sharply from set-backs prompted by specific events, although this 
time they may come to reflect a world that has been changed, or has at least seen an acceleration in 
changes that were already underway. 
 
A striking element in markets has been the collapse in the oil price, driven by the drastic drop in 
demand for transportation in particular but compounded by a refusal between Russia and Saudi 
Arabia to agree the production cuts that would limit supply. This is part of a wider issue for them of 
dealing with the increased output from the shale fields of the US, where producers will go out of 
business but may start up again promptly. The issue raised concerns over the exposure of banks to 
heavily-indebted companies, over the ability of major oil companies to continue with their generous 
dividend payments (part of a wider phenomenon which will see a reduction in income from shares 
given cuts across industries) and over the longer-term viability of the sector given the shift from 
carbon fuels. The lower oil price does provide a boost to countries that are importers of energy, such 
as India, as also usually to consumer demand, even if few people should be out driving at present. 
 
The world economy had been showing signs earlier this year of an improvement from the trade war-
induced slow-down in manufacturing in 2019. We have moved, however, from gradual adjustments 
in forecasts to radical shifts to encompass a sharp recession: JP Morgan, for example, have estimated a 
drop in US GDP of 10% in the first quarter followed by one of 25% in the second as the lock-down 
there takes hold. The quantum of the fall is hard to quantify, and we can only be sure that we have 
seen the end of the protracted period of economic expansion since the financial crisis over a decade 
earlier, and earlier than most had forecast. The focus is more on the trajectory of the recovery, which 
may yet be a sharp V-shape, or a more gradual U- or perhaps W-shape if the enforced restrictions on 
economies persist or need to be re-imposed (while other alphabets might help). There have been some 
encouraging signs from China that manufacturing output has re-bounded and that the disruption to 
global supply chains will ease.  
 
Central banks have made unprecedented moves to support economies as have governments to help 
businesses and individuals, although many will still suffer. The new Chancellor of the Exchequer 
announced successive measures while the Bank of England cut interest rates twice in the month, first 
to 0.25% and then to their lowest level in history at 0.1%, if unlikely to stimulate demand in the short-
term given the restrictions in place. The coronavirus has eclipsed Brexit in all aspects yet it is still a 
consideration. The US Federal Reserve also cut rates twice to near-zero and the Trump administration 
also agreed a stimulus package of up to $2trn, while the authorities are expected to deliver ‘helicopter 
money’ by making direct payments of cash to citizens. The president’s popularity has dropped and 
another consequence of the current events is that the November election is no longer as clear-cut as it 
had seemed, assuming it takes place. The European Central Bank seemed a little slow to react and in 
Japan the expected boost to the economy from the 2020 Olympics has been postponed. The economic 
impact from the virus in many developing countries may have less of a global bearing but it may still 
be devastating in human terms given a limited health service. Governments and central banks will 
emerge with balance sheets that are stretched further, when levels of debt were already a factor, but 
these are exceptional circumstances.  
 
Given the continued uncertainty over the full economic impact of these circumstances we have 
maintained a focus on the resilience of funds and companies in which invest, which has prompted 
some changes, as well as on retaining a core exposure in portfolios to markets given the prospect of 
their recovery and the difficulty of timing them. We shall also work to find new opportunities in what 
we expect to be a different world, in which sustainability and sensitivity to the environment are likely 
to be more significant. 
 



 

 
 
Equity markets had a testing month although they recovered from their lows. In the UK the FTSE 100 
fell by 13.8% over March to end at a level of 5672, having been under 5000 briefly, to complete its 
worst quarter since 1987 with a drop of 24.8%. The mid-sized companies in the FTSE 250 index fell by 
21.9% in the month and the FTSE SmallCap index by 20.8% given their perceived sensitivity, while 
the FTSE AIM All-Share lost 20.4%. The FTSE All-Share return including income was -15.1% in the 
period. 
 
In the US the S&P 500 fell by 12.5% in March, the concentrated Dow Jones Industrial index by 13.7% 
and the NASDAQ index by 10.1%, as technology shares again showed some resilience. Smaller 
companies, as represented by the Russell 2000 index, fell by 21.9%, similar to the UK.  
 
In Europe the EURO STOXX 50 fell by 16.3% in the month, with the Italian and Spanish markets 
under greater pressure, while the Euromoney index of smaller companies dropped 17.8%. In Japan 
the Nikkei 225 index lost 10.5%.  
 
The MSCI Emerging Markets index in US$ fell by 15.6% in the month; markets in China were again 
more resilient given previous falls and the start of a recovery, while those in Brazil and India saw 
sharp declines. The Hang Seng index in Hong Kong was off 9.7%, and the MSCI Frontier Markets 
index was down 23.2%. 
 
In the bond markets the UK 10-year gilt yield dropped from 0.44% to 0.32% and the total return for 
the FTSE Gilts All Stocks index was 1.4% in the month. In the US the 10-year yields fell sharply, from 
1.15% to 0.67%, another record low level, although in Europe they rose with those in Germany a little 
less negative at a level of -0.47%. The month saw positive returns from UK and US government bonds 
although index-linked gilts and the riskier high-yield and emerging market debt indices declined.  
 
Sterling was volatile too, weaker against the US$ by 3.1% in the month to close at a rate of $1.24:£ and 
down 3.2% against the euro at €1.13:£. The price of gold closed the month off 0.5% at $1577 per troy 
ounce, its defensive attraction offset by some apparent forced selling. The price of Brent oil more than 
halved over the month to close at $22 per barrel. The main metals were all weaker and agricultural 
commodities were mixed. The Vix index gauge of expected volatility in the US market rose a third in 
the month and was nearly three times higher over the quarter.  
 
 
Julian Cooke – Director                                                                                                          1st April 2020 

 
Vintage Asset Management  
7a Wyndham Place, London W1H 1PN 
Tel.: 020 7989 3110  
Email: info@vintageassetmanagement.co.uk 
www.vintageassetmanagement.co.uk 
 
Vintage Asset Management Limited is authorised and regulated by the Financial Conduct Authority, 
No. 489408.  
 
IMPORTANT NOTICE: Any forecasts, figures, opinions or investment techniques and strategies set 
out, unless otherwise stated, are Vintage Asset Management’s own. They are considered to be 
accurate at the time of writing, but no warranty of accuracy is given and no liability in respect of any 
error or omission is accepted. They may be subject to change without reference or notification to you. 
The views contained herein are not to be taken as an advice or recommendation to buy or sell any 
investment and the material should not be relied upon as containing sufficient information to support 
an investment decision. It should be noted that the value of investments and the income from them 
may fluctuate and investors may not get back the full amount invested.  
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