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Market Update and Covid-19 
 
The spread of the coronavirus and its impact on global economic activity 
has resulted in huge changes to the investment outlook for 2020, as you 
might expect.  
 
We know that during times like those seen in recent months, you’ll have 
been understandably concerned about your investments, and how these 
were being affected. Now the markets have settled, to some degree, we 
are able to update you on what we’ve seen so far, and what we expect may 
happen over the coming months. 
 
It’s important to consider how the government and central bank 
interventions are currently working to try and avoid lasting scars to the 
global economy and aid an economic recovery. 
 
Many countries have had some success in controlling the virus by 
implementing drastic social distancing measures, and are now reducing 
these restrictions. Economic activity is starting to pick up across a range of 
economies as lockdowns are lifted, but the pace of recovery 
remains uncertain.  
 
We expect this gradual reopening of the economy to continue, as without 
significant medical developments it will be some time before ‘normal’ 
life resumes.  
 
The impacts of this on the global economy are large and broad. The manufacturing sector is 
starting to improve in many economies, helped by workers being able to meet the social 
distancing measures needed.  
 
However, services such as airlines, hotels, restaurants, cinemas, theatres and concert venues 
are among those most affected, and so will take longer to return to normal.  
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Will government policies succeed in preventing lasting scars? 
 

We’ve seen Governments across the globe launch huge fiscal stimulus packages in recent 
months, on a scale not seen since World War II. The goal is clearly to prevent lasting damage 
to the economy, by reducing many firm’s need to make lasting cuts to their staff numbers, and 
other considerations, such as business investment and stock purchasing. 
 
Different countries approaches have varied. Here in the UK, we saw the launch of the furlough 
scheme, and in Europe several countries also implemented wage subsidy schemes, such as 
Germany’s “Kurzarbeit” short-shift programme, all aimed at limiting job losses through the 
government providing subsidies for a portion of a company’s wage bill. 
 
The US fiscal stimulus package took a different approach. They focused on strengthening the 
unemployment package, temporarily increasing unemployment insurance payments by an 
extra $600 a week. However, this increase meant some unemployed US citizens received 
more in unemployment payments than if they had continued to work, resulting in an increase 
in unemployment. 
 
A key factor to the pace of the rebound of the US economy will therefore be how quickly these 
jobs are restored. 
 
These stimulus packages will clearly lead to larger fiscal deficits. This is where central banks 
have needed to show willing to buy government debt. Nonetheless, we’re encouraged by the 
speed the central bank community has responded, and the scale of the asset purchases and 
liquidity schemes announced.  
 
In summary, policymakers have acted decisively. Economic data in the developed world has 
clearly shown the magnitude of the financial crisis, but the willingness of government to spend, 
and the speed central banks continue to respond, has never been seen before. 
 
Signs that the policy response is actually working will be critical going forward, in order to help 
a bounce back later in the year, once economies have reopened. The hiring intentions of 
employers will be a key indicator of whether these policies have helped the labour market.  
 
A second wave of infections remains a key risk, and could cause both governments and 
central banks to reassess their expectations of how quickly the global economy can normalise. 
 
So, let’s take a look a closer look at some of the global investment markets and economies, 
and some other important factors to consider…  
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United Kingdom        
 
Covid-19 has led to a severe economic contraction. The total value of goods produced and 
services provided by our country during one year, known as our Gross Domestic Product 
(GDP) is projected to fall by 14% in 2020, if we have a second virus outbreak. 
 
This could also cause the unemployment rate to more than double to 10%, and remain high 
throughout 2021. The cost of limiting the effects of a second outbreak would also push the 
fiscal deficit up to at least 14% of GDP during 2020. 
 
The UK government quickly put in place a comprehensive economic support package. Fiscal 
measures included income support for both the employed and self-employed, around 
£330 billion in state loan guarantees, to help keep companies in business, and tax deferrals. 
These measures should be available as long as they’re needed and going forward the fiscal 
policy should remain supportive.  
 
UK GDP fell by 19.1% in the three months to May 2020 as government restrictions on 
movement, which began on 23rd March 2020, drastically reduced economic activity. 
 
At present, and providing there’s no second wave, the UK GDP is predicted to fall by 10.2% 
in 2020. 
 
We’ve shown below the UK GDP growth from Quarter 1 (Jan to Mar) 2005 until March to 
May 2020. 
 

 
Source: Office for National Statistics 
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Below we’ve shown the Monthly GDP Index, January 1997 until May 2020 

 
Source: Office for National Statistics 

 
Monthly GDP grew by 1.8% in May 2020.  
 
Current inflation rate: 0.6% / Target: 2.0% 
 
The below graph shows the UK inflation over the last 10 years. 

 
Source: Office for National Statistics 
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The current Bank of England Base Rate: 0.1% (next review due 06/08/2020) 

 
Source: Bank of England 

 
 
As you can see below, following a sharp fall at the start of lockdown, UK stocks are starting 
to make a recovery. 
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United States        
 
The race for the US Presidency has begun and the outcome of the 2020 US general election 
in November will have an impact around the world. 
 
President Donald Trump, the Republican nominee, and Mr Joe Biden, the Democratic 
nominee, have effectively had their US election campaigns derailed by the outbreak of 
the coronavirus. 
 
It brought the longest economic expansion on record to a sudden stop, and within the first 
quarter of 2020 GDP contracted by 5% at an annualised rate and the unemployment rate 
suddenly escalated. A second virus outbreak could see the US GDP fall by over 8% in 2020. 
 
The US unemployment rate will remain high after states remove their shelter-in-place orders, 
(lockdown measures). As with here in the UK, industries such as hospitality, tourism and retail 
will continue to be affected for longer than other sectors, with inflation projected to stay low 
while unemployment remains high, although less likely if further lockdowns are avoided. 
 
Substantial monetary and fiscal responses have protected households and businesses, but 
still, more will be necessary in order to reduce large numbers of bankruptcies and job losses. 
 
Below we’ve shown the performance of North American stocks over the last 12 months.  
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China          
 
Following the steepest quarterly collapse on record in the first quarter of 2020, GDP is 
anticipated to fall by around 3.7%. Economic activities around the country have been affected 
by the COVID-19 outbreak and numerous businesses still remain shut even though lockdown 
measures have been lifted. 
 
There has been an increase in saving as consumer confidence has been eroded, weakening 
short-term consumption prospects. The lack of private investment and foreign demand will 
affect infrastructure investment which will hold up growth. 
 
Even though lockdown measures have been lifted, tourism-related industries and firms heavily 
dependent on foreign demand haven’t fully resumed their business activities. Unemployment 
levels have increased due to the number of smaller companies that operate within the tourist 
related industry. 
 
Extension of loans and tax exemptions may help those who are eligible. However, businesses 
and people still need to pay their fixed costs, so in order to finance these costs, many rely on 
shadow banking. This is an underground financial activity that takes place outside of traditional 
banking regulations and systems. Further support from the government is therefore needed 
to help with these costs. 
 
We’ve shown the performance of China stocks over the last 12 months below.  
 

 
 
 
 
 
  



Page 8 of 16 
Hoyl Investment Newsletter – July 2020  

Europe          
 
The lockdown measures put in place to suppress the COVID-19 pandemic have led to a major 
recession. If we don’t have a second pandemic wave, and the virus is contained at the end of 
the lockdowns, then GDP is anticipated to fall by over 9% this year, the unemployment rate 
will reach double figures and the average Maastricht public debt will exceed 100% of GDP. 
 
Substantial monetary and fiscal support will reinforce the recovery, but output and employment 
will still be much below pre-pandemic levels by the end of 2021.  
 
A proposal by the European Commission for a large European recovery plan, funded by 
common debt issuance and possible substantial grants to the most affected countries, has 
been welcome. If the member states of the European Union accept the recovery plan in its 
current form, then the recovery plan would provide a significant boost to European countries. 
 
On 21st July 2020 European leaders have reached an historic agreement on a €750 billion 
coronavirus pandemic recover fund and their long term spending plans. This new economic 
reconstruction fund should comprise of €390 billion in grants and €360 billion in loans to 
members of the European Union. These loans and grants will be attached to a new €1.074 
trillion seven year budget, the Multiannual Financial Framework (MFF) bringing the total 
financial package to €1.82 trillion. 
 
We’ve shown the performance of European stocks over the last 12 months below. 
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Japan          
 
Japan has one of the world’s largest economies, and even though Japan has faced a far less 
deadly coronavirus outbreak than Europe and the U.S, but due to the COVID-19 pandemic, 
Japan’s economy has been hit hard. With travel bans still in place for over 100 countries, it 
has had a considerable effect on the tourism industry and what with the Olympic Games 
postponed to 2021 and a reduction in demand for Japanese exports, it has significantly 
impacted the Japanese economy. 
 
The government has launched a range of measures to support households and protect 
businesses and employment. This includes rent subsidies, increased subsidies for special 
paid leave, cash handouts to households, deferrals of tax and social insurance premiums, 
emergency loans and credit guarantees. While reopening of the economy should progress 
gradually, it may require further support from the government for those facing sustained 
economic hardship. 
 
The Bank of Japan expects the Japanese GDP to shrink by 4.7% to March 2021, but projecting 
a recovery the following year. 
 
The Bank of Japan has said it would maintain its monetary easing program by keeping short-
term interest rates at -0.1% while keeping long-term rates around 0%. 
 
Below we’ve shown the performance of Japenese stocks over the last 12 months.  
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Emerging Markets 
 
The COVID-19 pandemic has delivered a global economic shock of an immense scale, leading 
to steep recessions in many countries.  
 
However, while the global economic impact this time may be greater than the 2008−09 Global 
Financial Crisis, emerging markets have become more domestically driven over this period. 
 
The configuration of emerging markets has shifted towards domestic sectors such as 
consumption, financial services, and e-commerce and away from more global sectors i.e. 
energy and materials. Therefore making emerging markets less exposed to a global downturn 
than they were during both the Global Financial Crisis and the SARS outbreak. Nonetheless, 
the global crisis this time is more global and the economic hit is larger.  
 
Governments across emerging markets have stepped up with wide-ranging policy support to 
the COVID-19 outbreak. 
 
Below shows the performance of emerging markets stocks over the last 12 months. 
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Fossil Fuels 
 
Crude oil is one of the most in-demand commodities and a benchmark for global economic 
activity. The COVID-19 outbreak occurred at a time when the oil market was already weak 
and under pressure, but the global demand for oil is expected to be a record 9.3 million barrels 
per day lower in 2020 than in 2019. 
  
The impact across the globe from the global lockdown had almost brought global mobility to a 
halt. The recovery in the second half of 2020 is expected to be gradual, as economies come 
out of lockdown and global movement levels rise.  
 
The chart below shows the cost of a barrel of West Texas Intermediate Crude Oil over the last 
3 years. 
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Ethical and Sustainable Investing 
 
Covid-19 has enforced massive change around the world, with years of behavioural shifts 
happening in just weeks. Despite its impact on our health, livelihoods and economies, one 
thing this crisis hasn’t changed is the increased concern and sensitivity to the impact of 
investments on the environment and their sustainable practices, such as how companies treat 
their workforce, suppliers and customers, and the governance of the company itself (basically, 
how well the company is run). 
 
We saw in March that UK equities were hit particularly hard, amid initial Covid-inspired 
volatility, given the index’s large exposure to the oil, mining and airline sectors. With the 
recovery prospects for these areas anything but straightforward in the short or longer term, 
there’s an argument to invest in companies that have an active sustainable focus, that’s still 
benefitting from positive structural growth will stand a good chance of outperforming 
the market. 
 
Responding to the COVID-19 pandemic  
 
The COVID-19 pandemic is having an impact on all companies whether this is through the 
effects on their staff, customers, supply chains or wider communities.  
 
Our ethical models use investment funds that invest in companies directly involved in finding 
treatments and solutions to the crisis. 
 
For example: 
 

 Companies that produce COVID-19 diagnostic products to enable rapid testing, with 
results generated in as little as 1 to 4 hours. 

 
 Companies that collect blood plasma samples from recovered COVID-19 patients, 

which contain antibodies that may be able to be used as a treatment, and sharing its 
experience with other plasma specialists through the CoVIg-19 Plasma Alliance. 

 
 An industrial gas company increasing its production of oxygen to ensure hospitals have 

sufficient supply, and working with hospitals on the use of inhaled nitric oxide as 
a treatment. 
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Our Hoyl Model Portfolios 
 
We keep a degree of caution when selecting funds for our model portfolios. We  only focus on 
investing in funds we believe are the ‘best of breed’, which invest in companies with strong 
balance sheets, which are better positioned to cope in this challenging economic environment. 
 
Below you’ll see a performance comparison chart showing our Model Portfolio investment 
strategies over the past year and past 3 years. 
 
Standard Model Portfolios 
 
1 Year Historic Performance Comparison 

 
 
3 Year Historic Performance Comparison 
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Premier Model Portfolios 
 
1 Year Historic Performance Comparison 

 
 
3 Year Historic Performance Comparison 
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Ethical Model Portfolios 
 
1 Year Historic Performance Comparison 

 
 
3 Year Historic Performance Comparison 

 
 
Please note that while these charts don’t take into consideration the effect of plan charges, 
they do clearly show the importance of remaining invested when there’s a downturn.  
 
We should also make you aware that past performance is of course no guarantee of what 
could happen in the future. 
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Thank you 
 
Thank-you for continuing to be a valued client. We trust the information in our newsletter has 
been of interest to you, but please do get in touch with your adviser if you should have any 
questions, or would like to know more.  
 
We know the coronavirus pandemic has brought many changes, both personal and financial, 
to many of you, so please do remember we’re always here to help and support you in any 
way possible.     
 
We appreciate that not having to commute to work, being able to socialise quite as much, or 
take a holiday, means that some have found themselves actually saving money, and Bank of 
England statistics show a significant increase in cash deposits across the UK during lockdown.  
 
Please do speak to your adviser if you’d like to find out more about investment opportunities 
over the medium to long term, while interest rates remain at record low levels, and aren’t 
expected to change in the near future. 
 
You should also speak to your adviser if your personal or financial situation changes. They’ll 
always be pleased to help you, and as we say here at Hoyl, good financial advice could be 
your best investment of all!  
 
Thank you again, and we wish you and your family well for the months ahead.     
 
 
 
 
 
 
 
 
 
DISCLAIMER  
The value of investments can go down as well as up especially over the short term and you may get back less than 
the amount you invest. Past performance is not necessarily a guide to future returns. The information provided 
above is for information only should not be interpreted as investment advice. If you would like personalised advice, 
or you wish to discuss the contents of this review please contact your Hoyl Adviser on 01263 513 016.  
 
The contents of this review are the thoughts, comments and observations of the Hoyl investment Committee on 
22nd July 2020 based on information obtained from sources including: FE Analytics, J. P. Morgan, Office for National 
Statistics, US Bureau of Labor Statistics, CEIC, IEA, BMO, UBS and Liontrust. We take no responsibility for the 
accuracy or reliability of the content.  
 
Hoyl Independent Advisers Ltd is authorised and regulated by the Financial Conduct Authority (FCA)  
Our Financial Services Register number is 433927. This can be checked by referring to the Financial Services 
Register https://register.fca.org.uk/  
 
Company Number 05343956 Registered in England  
This can be checked at the Companies House Web Site https://beta.companieshouse.gov.uk/ 

Contact your Hoyl Adviser on 01263 510 782 to learn more 
e-mail support@hoyl.co.uk or visit hoyl.co.uk 

Or write to us at PO Box 46, CROMER, Norfolk, NR27 9WX 


