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Fear and Greed (Part 2) 

 

In one of my previous commentaries about a fortnight ago, I talked about the twin factors of Fear 

and Greed, how these two emotions drive investor behaviour and, ultimately, how they move 

investment markets.  At that time, the index stood at 26 (out of 100) and a long way above the levels 

of hysteria (3/100!) we witnessed in March. 

 

Where are we today? 

 

 

 

As we hoped, markets have recovered from their low levels, with the FTSE 100 recovering 13% from 

its low on 23rd March and this is reflected in the reading above, however I do not really feel that we 

are poised to surge to new highs in the short term until we have greater visibility of the path back to 

normality.  Still, I think we would all welcome a period of calm after a tumultuous month.   

 

Are we out of the woods yet? 

 

While we have, hopefully, passed the crisis point, there is still a great deal of uncertainty of when 

and how we exit movement restrictions, both in the UK and across Europe and the US.  Regardless of 

the approach taken, any return to normality is likely to be a gradual process, with governments keen 

to see a return to economically productive activity counterbalanced by a desire not to see a 

resurgence of new cases.  Despite this, global economies have been supported by a raft of measures 



from governments from across the world to support businesses and to avoid the kind of economic 

slowdown, multiple bankruptcies and mass unemployment that this would result in.  

 

So, can we relax? 

 

Not quite.  I have talked before that we will have some more “bad news” days before this is all over 

and I would stick with that thought.  We are seeing a raft of company results coming out and, almost 

uniformly, they talk of the dislocation being caused by the current situation.  Many are choosing to 

suspend dividend payments in an effort to conserve cash as cash is, for the moment, an invaluable 

asset.  We have been here before – or at least if not here, exactly, but somewhere similar where 

dividend cuts were not that unusual back in 2000-2003 – and we should recognise both the 

extraordinary conditions that business owners and managers find themselves in and the fortitude 

with which they have responded in extraordinary times.  There remain concerns, too,  over the gap 

between the political rhetoric of economic support and the concrete action that “support” measures 

involve – how do you get the pounds, euros or dollars into the hands of those that need 

it?  However, the desire is there to provide an outcome and politicians will be all too aware that they 

will be judged on any failure to do so. 

 

Should we still be worried?  

 

Worried is not the right word, but we should certainly not be complacent.  This is a fast moving 

environment in which industries and business models are being tested in a way that they (and, 

indeed, we) did not believe possible.  Economic data for the last quarter will be bad, and, for the 

next quarter, it will be frightful with some forecasters estimating that GDP (how we measure 

economic growth) might fall by as much as 30%.  

 

However, this is a “known unknown” as Donald Rumsfeld would say – we know the number will be 

bad, so, really, it is just a question of degree.  In fact, in these strangest of times, the number itself 

doesn’t matter; if it is bad, that isn’t terrible as it simply means there will be more steps taken to 

support the economy (which is good), while if they are better than feared, that is good news! 

 

We have to remain extremely focussed on the robustness of businesses’ activities and processes and 

ensure that the quality of our investments remains as high as possible.  For some companies, 

especially, technology companies and for those still able to provide a “business as ‘almost normal’ 

service”, this has been a vindication of their business model.  Payment companies like Visa and 

Mastercard, Amazon and even trusty “old school” supermarkets have been very solid, while highly 

indebted retailers, restauranteurs, property companies, airlines etc. have found this to be a far more 

challenging environment. 

 

What further action have we seen from Central Banks & Governments? 



 

There have been two further developments of note over the past week, both of which from Central 

Banks. Firstly, the US Federal Reserve (Central Bank) announced that they are now willing to buy 

“junk” bonds which had previously only extended to investment grade (higher quality) bonds. This 

provides further support and confidence to the bond market and perhaps is part of the reason the 

market has been willing to look past some of the more negative data we have seen. Secondly, at the 

end of last week we also saw The Bank of England announce the expansion of the “ways and means 

account” which is effectively the Bank of England giving the government an overdraft facility. This is 

ahead of what will undoubtedly be a phenomenal amount of gilt (government debt) issuance over 

the coming months to offset the current economic hardships.  At the moment the demand for 

government bonds remains extremely high but that is likely to change once the issuance volume 

picks up and under those circumstances the ability to bridge between issues using the ways and 

means account as an overdraft will help to keep markets orderly.   

 

In summary? 

 

We have seen a decent recovery from the very oversold position of a few weeks ago.  Fear has been 

replaced, if not with hope, then at least by an understanding that there will be an ending to this at 

some point - we have not all been given a life sentence of home imprisonment – and that, at the end 

of this saga, the economy will still be standing.  A peril of the Information Age is that this latest 

downturn was the sharpest on record, as indicated by the chart below which shows the number of 

days from the high to a fall of 30% for the US market: 

 

 

 

As I have said before, we live in historic times and it would be foolish to assume that we will return 

within a matter of weeks or months to the way that we were before – although the fall was 

spectacular, a recovery is more likely to be built on the “march of a thousand miles” than it is on an 

“elevator to ecstasy”.  Nevertheless, history tells us that good assets, that good companies, that 

good funds will come through this and will be in a position to fully capitalise on the recovery in the 

days and months to come. 



 

And Finally…Important Information Regarding Tax Packs – Change of Production Date 

 

Please be advised that we will be sending out the consolidated tax vouchers for the 2019/20 tax year 

in July 2020.  This is a result of the HMRC Requirement to Correct regime, which requires UK 

taxpayers to disclose full details of Excess Reportable Income for offshore funds.  Whilst this 

information is included in our annual tax reports, we are reliant on this data being provided to us by 

external third party fund managers.  We have decided to issue the annual tax reports later than in 

previous years in order to reduce the likelihood of any additional income amounts being identified at 

a later stage, which would result in amendments being required.  Please be assured that in the event 

that any residual income amounts are identified after the annual tax report has been issued, we will 

still notify clients accordingly. 

 

I hope you find the above useful and of interest. As ever, if I can be of any further assistance, please 

do not hesitate to contact me or my colleagues. 

 


