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Market Update 
Since the lows of March, equity markets have been largely focused on the promise of economic good 

news, while ignoring the factors that could derail the recovery.  The last week has seen a change in 

this mentality.   

 

Confidence Knocked 

Stock markets around the world fell heavily on Thursday and have been unsettled since.  Jay Powell, 

Chair of the Federal Reserve delivered a sobering assessment of the challenge faced by the US 

economy, warning that the pain of the Covid-19 lockdown will leave a deep and lasting scar.  While 

little in his speech was unexpected, the cool-headed realism presented was slightly at odds with the 

levels of optimism that had been present through markets, and especially so in the US. 

 

A second factor that knocked confidence over recent days has been the rising numbers of virus cases 

detected in some US states and also in Beijing.  The potential for a second wave of infections as 

lockdown measures are reversed is the largest and most obvious risk facing investment markets, 

given that investors have so far have largely brushed off the implications of this possibility.  However 

we are perhaps starting to see a turning point.  Should these, and any further, spikes in cases be 

managed effectively with localised measures, there is the real possibility of continued stock market 

recovery.  Yet, should these flare-ups escalate into renewed widespread transmission and national 

lockdowns are re-imposed, further economic pain will be experienced.  In this scenario further losses 

from equity markets will be highly likely.  Consequently infection rates should be monitored closely. 

 

Shocking, Not Surprising 

Looking at the UK and data was released on Friday showing a chilling drop in activity in April, with 

the UK economy shrinking by 20.4% compared to the previous month.  This is by far the largest 

monthly fall ever recorded and clearly is not a good number.  Despite this, it is not overly surprising 

given the economic disruption that can clearly be seen in the interruption to our everyday lives.  As 

such, markets were not significantly affected by the data release.  

 

What will perhaps be of more interest to investors is how these numbers develop over the coming 

months and whether signs of recovery are clear in the figures for May and June, which will show the 

effects on the economy of the gradual easing of lockdown measures.  While the eventual recovery is 

very unlikely to be as rapid as the crash, record breaking positive months may well still occur as 

businesses up and down the country are brought out of hibernation. 

 

Time to Talk 

At the time of writing, Boris Johnson and Ursula von der Leyen, European Commission President are 

due to hold talks over the future of the UK-EU relationship.  Since leaving the EU there have been 

four rounds of negotiations but with little progress made.  The two sides are stuck on issues such as 

fishing access and ‘level playing field’ regulations.  It is hoped that by moving the talks from the 

negotiators to the politicians, fresh impetus can be achieved in seeking compromises.  

Unfortunately, when assessing the likely success of this, only time will tell.   
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The UK has now formally rejected the option of extending the transition period beyond the 

December 31st 2020 deadline and therefore the stopwatch has now been set.  While progress over 

the summer is hoped for, at this stage it seems likely that negotiations will drag on for many months 

yet and perhaps even to the last minute.  Expect markets to remain nervous around this topic. 
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Important Information  

Please note that the contents are based on the author’s opinion and are not intended as investment 
advice. This information is aimed at professional advisers and should not be relied upon by any other 
persons.  
 
Any research is for information only, does not constitute financial advice or necessarily reflect the 
views of the author and is subject to change.  
 
It remains the responsibility of the financial adviser to verify the accuracy of the information and 
assess whether the fund is suitable and appropriate for their customer.  
 
Past performance is not a reliable indicator of future performance. The value of investments and the 
income derived from them can fall as well as rise and investors may get back less than they invested. 
 
Important information about the funds can be found in the Supplementary Information Document 
and NURS-KII Document which are available on our website or on request. 
 
For any information about the Future Money funds please contact the authorised corporate 
director, Margetts Fund Management Ltd, on 0121 236 2380, admin@margetts.com or at 1 
Sovereign Court, Graham Street, Birmingham B1 3JR.  A copy of their Terms of Business which 
relates to investments into the funds can also be obtained using these contact details.   
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