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Coronavirus Update
The escalation of the Coronavirus outbreak and its spread outside of China has 
caused a sharp fall in global equity markets this week, as traders have started to 
price in its impact on the global economy. Although this year’s Coronavirus has a 
lower fatality rate than other well publicised virus outbreaks, most notably Ebola 
and SARS, it is more contagious with the spread to most major countries already 
causing global travel to be curtailed and a disruption of industrial supply chains. 
We have already seen the latter with US technology behemoth Apple lowering 
their profit forecast for this quarter amidst reduced production from their 
Chinese factories. Whilst this presents immediate challenges to the short-term 
outlook and we are monitoring the situation closely, we anticipate that the hit 
to the global economy should be temporary with a pick-up in growth expected 
later this year as governments expand their fiscal and monetary support in an 
attempt to support their respective economies.

In this environment it has paid to remain diversified and we have been well 
served by our holdings in gold and short-dated bonds which have benefitted 
from safe haven flows over recent weeks. Against this backdrop, we have 
selectively added to equities at far lower valuations than were available a week 
ago. Although corporate earnings will almost certainly take a hit over coming 
months, we believe that equities remain attractive given that interest rates are 
set to remain at close to zero for the foreseeable future.
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