
Coronavirus

It feels a little uncomfortable writing about the stock market reaction to Coronavirus when there are
tens of thousands of souls around the world suffering from the virus itself.

As well as experiencing the symptoms, all must be at least a little scared that they may be one of the
2% or 3% who lose their lives to its attack.

Then there are the countless others, who do not yet have the virus, but know they may have been
exposed to it and are in quarantined areas, hoping for the best but fearful of the worst.

However, while there is clearly a huge level of global cooperation aimed at wrestling this enemy to
the ground, the speed of its spread away from its origins in China and the nature of some of the
measures adopted to arrest that, have, inevitably, spooked the speculators.

Fully aware that we have said it so many times before, it still warrants repetition; stock markets really
dislike uncertainty, and events like this, which create an abundance, are almost bound to cause a
reaction.

However, as we have also said so many times before, stock market investment should be for the
longer-term deployment of capital, not short-term speculation.

Those engaging in the latter are gambling and get very jittery about a wild card event like this. Those
engaging in the former should be prepared to take things like this in their stride, entirely aware that
they will come along now and then and will be unexpected and unpredictable by their very nature.

Unlike the speculators, stock market investors should be willing and able to simply sit tight during
difficult times and ride out the storm.

The exception to this is when something comes along which implies that stock market investing is no
longer likely to achieve their objectives of income, capital growth or both, over the medium to long
term.

An event like that would be akin to a rip in the space time continuum, discarding the reality we have
lived with for centuries and replacing it with something else.

It seems very hard to believe that a health pandemic could achieve that but, even if it did, there is
scant chance that people would look back at the event in terms of how the stock market behaved. A
catastrophe on that scale would have such a far-reaching impact it would be unprecedented in
modern history, with social and economic consequences which are hard to imagine.

That said, it is still interesting to consider what the possible economic and financial market outcomes
of Coronavirus might be.
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Since history never really repeats itself, we can’t reasonably look at past health scares and use them
as a gauge for what this one might do to the stock markets.

However, with that caveat, it is worth remembering that the worst epidemic in recent history, the
Spanish Flu between September 1918 and April 1919, which infected more than a fifth of the world’s
population and killed more than 20 million people, and possibly £50 million, by some accounts, did
not cause stock market investing to fail. In fact, in the UK, the stock market rose over 25% in both
1918 and 1919.

The end of WW1 was clearly a factor there, but we think the real message is that, unless you believe
Coronavirus is going to destroy the global economy and cause mass corporate failure and some kind
of post-viral nuclear winter, what we are experiencing is a short term reaction, with speculators once
again hijacking the markets, rather than a sustained and significant turning point in economic history.

There may, of course, be some businesses which genuinely struggle, or even go under, if the virus
does continue to spread and concerted efforts to control it fail.

For instance, if the common response is for most people to stay at home, whether by choice or by
Government edict, businesses linked to travel and tourism may suffer very badly.

There are many possible implications on a business by business level, with some potential winners
and some potential losers.

This reinforces the importance of maintaining a wide spread, both within any market and amongst
the markets of the world.

In our view, it also reinforces the wisdom of using funds based on research and analysis, rather than
those that simply track an index.

However, the core issue is that an event like this reminds investors that markets go up and down,
sometimes significantly, and that the biggest movements are nearly all caused by an event which was
not predicted and where the impact or outcome is not predictable.

We suspect that, as with more or less every such event in the past, this one will be looked back on as
an excellent opportunity for those brave enough to buy shares when all the speculators were selling
them.

Shares may well get cheaper than they are now before they recover and predicting that is impossible
since it depends on unknown future news flow.

However, even if they do, we firmly believe that stock markets will, in time, recover their poise and
go above the levels they stood at before Coronavirus struck.

We don’t know when that stage will be reached, or if it is weeks, months or years away, but we
doubt it is years, unless this virus really does turn out to be far worse than currently seems at all
likely.

What we do believe with a great deal of commitment is that patience will be rewarded and that most
stock markets were no higher than fair value, and many were undervalued against reasonable and
rational measures, before the recent sell off. That means we would need a very substantial and
sustained negative economic impact to justify even the recent falls, let alone falls beyond those seen
so far.



Our conclusion from this is that investors should sit tight, remember their portfolios are designed for
the medium to long term and that stock market reactions like this are not uncommon, even though
they are, thankfully, the exception rather than the norm.

Returning to the theme of the opening words of this commentary, probably the most important thing
to hope for is some more positive news on Coronavirus, as a global health scare like this has far more
wide reaching impact than its effect on the stock markets, and must be really distressing for those
living in the worst affected areas, or whose loved ones do.

What everyone hopes for is that the contagion and spread is brought under control, and news along
those lines would, we feel, be very well received by the investment markets.

Until we have that news, we believe investors should remain calm and remember that what really
matters is the value of their investments when they need to be sold, rather than fluctuating values
experienced prior to that, during a global crisis.

If our views change, we will, of course, let you know, but we do not feel that is very probable at all.

In the meantime, to end on a positive note, global events which create a common purpose amongst
mankind can, ultimately, help in the march of human progress from conflict to cooperation, and
perhaps Coronavirus will be another step on that long journey

We do hope you find this commentary helpful in evaluating the news flow regarding how
Coronavirus impacts investment planning,  but if you have any questions or comments on this paper
and the issues it tries to address, please do let us know.



Important notes

Any opinions expressed on the merits or disadvantages of any options are intended as a general
comment only and not as specific advice to the reader.

This document is intended as a supplement to full independent advice and not as a replacement for
it and should be read in conjunction with any personalised recommendations provided by Atkins
Bland Ltd and with any product brochures supplied.

The value of investments will fall as well as rise, as can any income produced.

Inflation can reduce the real value of capital and the income it generates

Past investment performance is not a reliable guide to the future

Any reference to taxation, regulation or legislation is based on our current understanding and
details should be checked before any reliance is placed upon its accuracy.

The impact of taxation and tax planning depends on individual circumstances and may be subject to
change, which can be retrospective.

Errors and omission excepted

Prepared by Atkins Bland - 28th February 2020

The value of investments and any income generated will fall as well as rise.
An investor may, therefore, get back less than the amount invested.

Atkins Bland Ltd is authorised and regulated by the Financial Conduct Authority.
Registration number 184046.

VAT No. 699 1338 84 Registered in England & Wales - number 3044873
Registered Office - Consort House, Princes Road, Ferndown, Dorset BH22 9JG


