
 

 

Head Office 

Thremhall Park,Start Hill, 
Bishop’s Stortford, 
Hertfordshire, CM22 7WE 
 
T: 01279 215585 
E: info@desirewm.com  

North Office 

The Craggs Country Business Park, 
New Road, Cragg Vale, 
West Yorkshire, HX7 5TT 
 
T: 01422 413696  

Authorised and regulated by the Financial Conduct Authority. 

Company Registered in England No. 9185323  

desirewm.com  

 

Recovery flattens, but as predicted  

 

 

This is our 22nd weekly update and the penultimate before our ‘staycation’ in ‘Costa Del Bishop’s 

Stortford’ (rather than the Mediterranean).  Time certainly does fly and if this is a two year recovery, 

we are now almost a quarter of the way through. 

 

Markets retreated this week with growing concerns over the relationship between America and China. 

 

As predicted, UK dividend payments have fallen in the second quarter as companies conserve cash 

and the earnings season gets into full swing.  The market recovery in April and May has rolled into a 

more sideways movement as investors review the unfolding economic data and wait for further news 

on a vaccine for Covid-19. 

 

Optimism in the spring is making way for more realistic assessments of a longer, slower recovery from 

a recession where we are getting used to living with and controlling an endemic. The belief that the 

pandemic will be over by Christmas now looks unlikely as companies continue to outline their 

processes and procedures. 

 

Despite increased nervousness, the American S&P 500, which had led global markets higher, is now 

leaning up against the level at which it started the year and the tech-heavy Nasdaq spiked higher on 

Monday to a new record close as the Trump administration suggested it is lining up another $1trn of 

support and positive news started to emerge around the development of Covid-19 vaccines.  

 

The UK markets, less favoured by big exposures to the high-flying technology sector, unsurprisingly 

remain down on the year to date and pose a relative buying opportunity in the recovery. 

 

UK shares have been hampered by their traditional reliance on big dividends to attract investors. It 

emerged this week that pay-outs slumped by more than 50% in the three months from April to June 

as companies focused on conserving cash at the expense of paying investors an income from their 

shares.  Three quarters of UK companies either reduced or cut their dividend completely in the period 

but it is worth remembering that some companies had no choice.  Banks were instructed by the 

regulator not to pay a dividend and many insurance companies have since followed suit.  Other 

companies have taken the opportunity to reduce their pay-outs voluntarily, at a time when it would 

be broadly acceptable. 

 

The outlook for dividends in the UK will be shaped by the economic backdrop as businesses prepare 

for a tapering down of government support, in particular the end of the furlough scheme in October.  

 

 



 

In Europe, a summit of EU leaders dragged on until 5.30am on Tuesday morning before agreement 

was finally achieved on the size of a package to support the bloc’s weaker countries.  A group of so-

called ‘frugal’ countries, which included Austria, the Netherlands, Denmark and Sweden had resisted 

big grants to the countries hardest hit by the pandemic. Others, including France and Germany were 

pushing for a more comprehensive deal.  

 

The creation of the recovery fund is a significant step towards pooling of resources in the EU and 

extends the union’s ability to borrow in the financial markets. As ever getting agreement from such a 

disparate group of countries was not a simple matter.  

 

It was made even more difficult because it came against the backdrop of parallel negotiations over 

the bloc’s €1trn long-term budget, which was also signed off on Tuesday morning.  This unity bodes 

well for a cohesive approach amongst member states. 

 

Tesla has been on the ‘charge’ this week posting its first full year of profits, another Tech company 

now likely to join the S&P 500 and benefit from tracker funds that replicate the index.  In the UK Dyson 

has accelerated its restructuring, announcing over 900 jobs worldwide in the hope that things will 

eventually start to ‘pick up’ next year.   

 

According to the Office of National Statistics (ONS) UK retail sales were near pre-lockdown levels in 

June, as the reopening of shops released pent up demand.  The amount of goods sold in June increased 

by 13.9% compared to May.  Online sales continue to go from strength to strength and demand at 

supermarkets remain strong. Clothing sales, however, continue to struggle and will be watched 

carefully throughout the summer season with comparisons being ‘sewn’ to last year.  

 

In summary, the mood is more down beat.  The earnings season is delivering numbers that should 

come as no real surprise to many.  Unemployment numbers will continue to worsen and companies 

will adapt their long standing out of date business models to the newly adjusted normal.  Many of the 

companies in this category include the high street present but asset burdened M&S and John Lewis 

and the many car manufacturers who face the technological challenges that are now timed with the 

pandemic.   

 

The markets will continue to be volatile over the next three weeks not helped with the seasonal 

reduction in trading volumes following the start of the summer holidays.  This is not a new 

phenomenon, but overall sensitivity to data and news flows are likely to continue to be heightened.    

 

Have a very good weekend, don’t forget the face masks. 

 

Kindest regards 

 

Wesley Fox  Dip (PFS) 

Managing Director 


