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Markets volatility narrows, but ongoing risks require continued diversification 
 
The markets this week have pretty much done as many commentators expected.   
 
Economic data, which tends to be backwards looking, is only just starting to confirm what analysts 
have been forecasting for some time. Economic sentiment in the UK and across the Eurozone was 
dropping in the first half of March even before restrictions such as social distancing were imposed, 
according to the latest figures from the European Commission.  In Europe the fall was the biggest since 
records began, driven mainly by a collapse in sentiment in Italy, perhaps the best guide to where other 
countries in the region are headed. 
 
This week I have been on two conference calls with Artemis and AVIVA where they outlined their 
views on specific market and sector risks.  There were some common themes but the standout view 
was that investors will need to manage risk very carefully over the next three to six months.  An 
example of those given were Gold, Corporate bonds and Fixed Interest instruments.  These are 
normally considered low risk investments that you would turn to in periods of extreme volatility, 
however, because the falls in the markets have been so severe, they themselves are now being 
stressed.  This is my main consideration for a portfolio rebalance. 
 
We all know that every investment and savings product contain risks of some sort.  Let us not forget 
that even cash holds risk through inflationary erosion, particularly evident when the Bank of England 
set interest rates at 0.10% at a time when annual inflation still runs at 1.70% per annum (as of February 
2020).  
 
Given these ongoing risks, our Portfolios continue to weather the storms well by comparison.  I 
regularly continue to run the chart below from the start of the year, comparing it to the FTSE100, 
FTSE250 and FTSE All Share indices.  
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According to Fidelity, “Investors are taking the view that, calamitous as a global economic lockdown 
might be, it is not a re-run of the financial crisis. The expectation is that a sharp slide in both GDP and 
corporate earnings this year will be followed by a robust recovery later this year and into 2021. 
Twelve years ago, a credit crunch triggered recession and a slow recovery as the world’s financial 
plumbing seized up and business and consumer confidence was hit hard.  Pockets of real distress are 
emerging. In the UK, retail landlords are starting to threaten legal action against tenants who say they 
won’t pay their rent. Airlines are cutting back their schedules to bare bones or, in the case of EasyJet, 
grounding their fleets entirely and looking to defer or cancel orders of new aircraft. Airbus shares fell 
10% on that news. 
 
The first glimmers of hope are showing through in China, however. Overnight, the purchasing 
managers index for manufacturing there rose to 52. Anything above 50 signals growth and the latest 
reading compares with 36 in February”. 
 
The European Coronavirus levels seem to be peaking and the UK is still on target to do so by the third 
week in April.  Where the UK goes from there, is still open to interpretation. 
 
We continue to review our portfolios daily on your behalf.  We will be in touch shortly via email with 
updated positions and allocation changes for your approval. 
 
We are all at your service during these unprecedented times where all members of the team continue 
working hard from home as efficiently as ever.   
 
Have a good weekend and stay safe.   
 
Kindest regards 
 
Wesley Fox Dip (PFS) 
Managing Director 


