
11

Equity markets bounced back over April, as signs that the coronavirus 
outbreak has started to abate. Across Europe, most governments started 
to re-open their economies which helped bolster market sentiment. As we 
outlined in our House View a month ago, through the market turbulence of 
March we were active in re-positioning portfolios in order to withstand the 
more challenging economic environment, with an emphasis on upgrading 
the quality of our underlying equity exposures, whilst we also increased 
our weighting to the US market where we believed there was the greatest 
potential for a rapid rebound in share prices. These moves were allied 
with an increase in corporate bond exposure where yields had become 
increasingly attractive, at the expense of absolute return strategies. 
Pleasingly, these moves served to benefit portfolio performance over April, 
with US stocks delivering strong gains whilst corporate bond prices also 
pushed higher. 

Looking ahead, whilst there is obviously much uncertainty over the short-
term outlook, government monetary and fiscal policy remains exceptionally 
supportive whilst the banking system is in far better shape than was 
the case during the financial crisis of 2008/09. Allied with the attractive 
valuations within the stock market, we believe that the long-term prospects 
for equities remain strong, particularly when compared to cash and fixed 
income assets.

Virus update
April saw the economic shutdowns across western economies having a 
devastating impact on the economic data, with the US and Europe both 
having a surge in unemployment whilst activity collapsed across the 
services and manufacturing sectors. Whilst a quick rebound in growth is 
unlikely given that scientists are pushing for some form of social distancing 
until there is a widely available vaccine, it is positive for markets that several 
European countries – led by Germany and Spain – have started to relax 
their lockdown measures, with the UK and US set to follow suit over coming 
weeks, as governments attempt to return closer to normality. Whilst there 
remains much uncertainty as to whether there will be a “second wave” 
of cases later this year, we do take comfort from the fact that the health 
services across western economies would be far better prepared for this 
than they were when the virus spread first exploded in February. 
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UK
Unsurprisingly, April’s preliminary survey data for the 
services and manufacturing sectors indicated the 
largest fall in business activity on record, as all non-
essential businesses were forced to close their doors at 
the end of March. Although the labour market went into 
the shutdown with record high employment, according 
to figures from the Office of National Statistics (ONS) 
released in April covering the three month period to 
the end of February, the shutdown has completely 
changed this picture with only the government’s 
furlough scheme stopping the official unemployment 
rate skyrocketing. 

However, now that new UK hospitalisations for 
COVID-19 have started to decline across the whole 
country, led by London, we believe the pressure on the 
government to re-open the economy will grow, with 
the government set to outline their plans in early May. 
UK equities enjoyed a more positive month, with MSCI 
UK All-Cap gaining 4.7% in capital return terms. Aided 
by bond buying from the Bank of England, Gilt yields 
edged lower over the month, with the yield on the 10 
year Gilt declining by 12 basis points to end the month 
at 0.23%. 

US
The US Federal Reserve continue to expand their 
balance sheet, with their announcement mid-month 
that they will now buy sub-investment grade “High 
Yield” bonds, in addition to their existing purchases of 
US Treasuries and investment grade bonds. The aim 
of these moves have been to ensure that borrowing 
costs, which had started to spike during the market 
turbulence of March, remain manageable, even for 
those companies which have seen revenues decline 
substantially as a result of the economic lockdown. 
We had anticipated that the Fed would take this 
stance, and our decision to add to our investment 
grade bond exposure in mid-March was in part due 
to our expectation for further Central Bank support 
for corporate borrowers. The liquidity injections from 
the Fed have helped credit spreads move tighter, and 
corporate bond prices up, over the month. 

The US market led the market rebound, as liquidity 
flowed into many of the mega-cap stocks which are less 
clearly affected, and in some cases even benefitting 
from, the current economic slump. Microsoft and 
Amazon were two such stocks, gaining 14% and 27% 
respectively, with Microsoft benefitting from a surge 
in usage of its cloud computing services and released 
strong first quarter results late in the month, whilst 
the latter has unsurprisingly seen a strong pick-up 
in online orders and its own web services operation. 
Following our manager changes in March, Microsoft 
is now our largest underlying stock exposure and its 
strong bounce-back over April helped bolster portfolio 
performance over the month. The S&P 500 ended the 
month up 12.7% in US Dollar terms. 

Europe
First quarter growth in the Eurozone showed the 
sharpest contraction in economic activity on record, 
with GDP contracting by 3.8% over the period according 
to data released by Eurostat. Notably, to combat this 
slowdown in the economy, EU finance ministers agreed 
a €500bn rescue package for European countries hit 
hardest by the pandemic. Whilst this step is significant 
and would have been unthinkable a mere few months 
ago, it has still stopped short of the €1.5tn the ECB has 
said the bloc may need to tackle the crisis. MSCI Europe 
ex-UK ended the month up 5.7% in local currency 
terms. 

Asia
Despite having re-opened much of their economy, 
the Chinese economy has yet to bounce back strongly 
with factory orders declining over April amidst weak 
demand from overseas. That being said, there are some 
positive signs emanating from Asia with China’s PMI 
manufacturing survey data showing a slight increase in 
activity through March.
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Commodities
In late April the oil market hit the headlines as the 
price of a widely traded oil futures contract fell into 
negative territory. This very unusual state of affairs 
was driven by the decline in oil demand globally as 
household demand for petrol has fallen sharply amidst 
the economic lockdown across western economies, 
whilst the OPEC+ cartel have broadly maintained their 
supply as they look to force US shale producers into 

bankruptcy. The gold price gained 6.9% in US Dollar 
terms over the month, ending the period at $1680 
per oz. The precious metal has seen a strong gain in 
value this year, as investors have looked to diversify 
their currency holdings amidst the prospect of the 
huge increase in government budget deficits and 
Central Bank bond buying globally as governments 
support their economies amidst the COVID-19 induced 
economic recession. 

Asset Class Performance – End April 2020 (in Sterling terms)

Asset Class Dart Capital 
Position 1 Month 3 Months 12 Months Index

Cash +0.01% +0.10% +0.66% Bank Of England Base Rate in GBP

Fixed Interest +2.34% +5.34% +12.90% L&G All Stocks Gilt Index Trust I Inc in GBP

Equities - UK +4.66% -20.09% -21.04% MSCI UK All Cap in GBP

Equities - 
International

+8.94% -7.94% -2.72% MSCI All Country World Index ex UK in GBP

Property -1.20% -2.84% -1.85% FE UK Property Proxy in GBP

Alternatives +0.01% +0.10% +0.66% Bank of England Base Rate in GBP

Benchmarks are capital return which excludes income

Month to 30 April 2020 

All performance data supplied by Financial Express Analytics 
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