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Markets are very weak and volatile, as you would expect with such uncertainty around the Covid-
19 outbreak. Some days the moves are indiscriminate and everything plunges to a broadly 
similar degree, on other days our higher quality names are outperforming. As markets have 
slumped, and governments and central banks have tried to make sense of what is going on, our 
portfolios have so far coped very well. Companies that are operationally impacted – restaurants, 
airlines etc – are seeing severe weakness. Parallel to this is the interplay in the oil market 
between Saudi Arabia, Russia and the US which has led to sharp weakness in the oil price, and 
that means the energy sector is also suffering. 

 

We have not needed to undertake much dealing in funds since the end of February – and what 
we have done has been very much “business as usual”. There have been no major liquidity 
issues and we have been able to satisfy all client requirements (there is currently no question, for 
example, of having to “gate” any of our European equity funds). In our smaller companies 
strategy we have reduced some positions where stocks have performed well in relative terms as 
they breached our 3% limit on exposure to any stock. We also reduced some of the larger 
capitalisation names: for example Takeaway.com became a large company following its merger 
with Just Eat. Mostly we did this just to fund withdrawals. 
 

Looking to the future it is difficult to judge the final macroeconomic or medical outcome with any 
great certainty. We do not have much strong insight, but nor does anyone – including doctors 
and governments. China at least is going back to work and seeing very few new cases, with the 
country reporting no new cases for two days1. Europe, however, is way behind on this trajectory, 
with Italy and Spain posing big problems. If Germany and the UK go the same way, this will be 
an even tougher problem short term. But China seems to show that this virus is perhaps not 
going to last a long time, and there are signs of a peak in some areas of Northern Italy. 
  

We still believe that longer term the effects should generally help our investing style and after 
some short-term shock maybe a recovery will be in train. Value funds will be having a tough time 
currently if they are holding banks, for example, as interest rates inflation and growth will remain 
very low. Instead, in a recession you want hold strong business resilient business models – 

 
1 The Guardian, China reports second day with no domestic cases, 20 March 2020  



which we do. Even our cyclicals will win market share as they are strong enough to survive and 
win market share as competitors disappear. Generally, in a market like this it can be a good idea 
not to be too active if you are well positioned at the start of the phase: a volatile market means 
low trading volumes, which means it is expensive to trade, and we would be wasting clients’ 
money by trading at the wrong price and paying large amounts in transaction costs.  
  

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 

Important information: For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail clients). 
Past performance is not a guide to future performance. Your capital is at risk. The value of investments and any income is not guaranteed 
and can go down as well as up and may be affected by exchange rate fluctuations. This means that an investor may not get back the 
amount invested. This material is for information only and does not constitute an offer or solicitation of an order to buy or sell any securities 
or other financial instruments, or to provide investment advice or services. Where references are made to portfolio guidelines and features, 
these are at the discretion of the portfolio manager and may be subject to change over time and prevailing market conditions. Actual 
investment parameters will be agreed and set out in the prospectus or formal investment management agreement. Please note that the 
performance targets may not be attained. The analysis included in this document has been produced by Columbia Threadneedle 
Investments for its own investment management activities, may have been acted upon prior to publication and is made available here 
incidentally. Any opinions expressed are made as at the date of publication but are subject to change without notice and should not be 
seen as investment advice. Information obtained from external sources is believed to be reliable, but its accuracy or completeness cannot 
be guaranteed. Any opinions expressed are made as at the date of publication but are subject to change without notice. Information obtained 
from external sources is believed to be reliable, but its accuracy or completeness cannot be guaranteed. This document includes forward 
looking statements, including projections of future economic and financial conditions. None of Columbia Threadneedle Investments, its 
directors, officers or employees make any representation, warranty, guaranty, or other assurance that any of these forward-looking 
statements will prove to be accurate. The mention of any specific shares or bonds should not be taken as a recommendation to deal. This 
document and its contents are confidential and proprietary. The information provided in this document is for the sole use of those receiving 
the document. It may not be reproduced in any form or passed on to any third party without the express written permission of Columbia 
Threadneedle Investments. This document is the property of Columbia Threadneedle Investments and must be returned upon request. 
This document is not investment, legal, tax, or accounting advice. Investors should consult with their own professional advisors for advice 
on any investment, legal, tax, or accounting issues relating an investment with Columbia Threadneedle Investments. This document is 
distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the Dubai Financial Services Authority (DFSA). For 
Distributors: This document is intended to provide distributors with information about Group products and services and is not for further 
distribution. For Institutional Clients: The information in this document is not intended as financial advice and is only intended for persons 
with appropriate investment knowledge and who meet the regulatory criteria to be classified as a Professional Client or Market Counterparty 
and no other Person should act upon it. Issued by Threadneedle Asset Management Limited, registered in England and Wales, No. 573204. 
Registered Office: Cannon Place, 78 Cannon Street, London EC4N 6AG. Authorised and regulated in the UK by the Financial Conduct 
Authority. Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies. 
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