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Markets draw breath 
  
It seems the markets ran out of steam today after a flurry of investor confidence over the last 6-9 days.   

 

Today’s snap has been largely influenced by the US president, Donald Trump who is expected to 

respond today over China’s crackdown in civil liberties in Hong Kong, a key financial hub, and his 

foreign secretary has already warned that the US no longer considers Hong Kong to be autonomous 

from the Chinese mainland.  A diversion from issues and tensions building closer to home surrounding 

the death of George Floyd in Police custody and the Coronavirus death toll surpassing 100,000. 

 

Officially, 15% of the US working population is now unemployed – unofficially the figure is likely to be 

closer to 20%. 

 

In the UK, the furlough scheme has kept the figure under 10% for now, but almost every nation in the 

world expects double digit unemployment to be the new benchmark.  The furlough cushion in the UK 

has come at a cost with government debt increasing rapidly.  The UK Government borrowed £62 billion 

in April this year, the budget for the whole year was £55 billion.  Every nation in the world is raking up 

wartime-like debt levels as they try to stabilise their economies.  

 

In continental Europe, German consumer confidence figures showed a modest rise suggesting a 

turning point may have been reached in the region's biggest economy. The country is reported to be 

ready to lift travel restrictions on 31 countries in the middle of June. 

 

In the UK non-essential retailers will be allowed to reopen on 15th June, as long as both the infection 

and death tolls remain on trend.  Economic activity in the week starting 11th May, some two weeks 

ago, were surprisingly back to 80% of normal levels, driven by higher retail sales both on and offline. 

 

As for shopping, the re-opening of non-essential stores next month will quickly show the limitations 

of bricks and mortar retail in a world of social distancing. Shopping is in large part a social activity and 

with that element removed by the need to remain apart from other shoppers, it may well be that the 

move towards online shopping accelerates. 

 

Perhaps hardest hit will be the restaurant business. Already dependent in cities on business diners, 

restaurants are at the back of the queue for re-opening and, even when they do, they face the 

challenge of persuading people that eating in a socially distanced way is something they wish to pay 

for. It is hard to see a situation where there aren't mass closures and redundancies in this people-

intensive sector. 

 

Also in focus this week is Brexit, as negotiators prepare for a fourth round of talks between the UK 

and EU which are due to start next Monday. The pound is under pressure as investors watch the clock 

counting down on Britain's ability to ask for an extension to the Brexit transition period. This is due to 

run out at the end of this year, but an extension must be requested by the end of June. 



 

COVID-19 will not affect the shape of the deal too much.  I am told the crisis has done nothing to 

improve relationships between the EU and UK, but it also has not done too much to worsen them 

either. 

 

So is this the wrong time to be more positive about the markets or should we now hide under the 

kitchen table?  Well, it is not the question that is wrong, it is the fact that short term movements in 

markets, are inevitable.  What goes up, must come down, and vice versa.  We have experienced a 

period of market progress, but the long term investment strategy is more important.   

The investment process keeps you on track for the longer term, enabling you to focus on your goals.  

A well designed strategy should always look to the future.  Predictions are easy to make, correct ones 

however, less so, particularly now.  When everyone goes round in circles and tries to make statements 

about what will happen over the coming weeks, we return to our robust investment process. 

 

The weather looks good this weekend, stay safe, enjoy the great outdoors, and enjoy further 

relaxations of the lock down next week. 
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