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Strange times indeed. Since the FTSE 100 Share Index touched a low of 4922 on 23rd March it has 

rallied by more than 15% and the S&P 500 Index by around 19%, even as the news of shutdowns in 

the US – New York in particular – and restrictions across Europe have continued.  What has driven 

this rally? 

 

It is important to understand what drives markets.  As we have commented before, markets are 

driven by the twin impulses of Fear and Greed – basic instincts that make normally rational investors 

act irrationally.   CNN have run for many years the “Fear & Greed Index” which seeks to measure 

where the investment world lies between these two extremes. 

   

 

As you can see, while we are still in “Fear” territory, we are a long way from the “Abject Terror” of a 

month ago and the “Extreme Fear” or a week ago.  This is the result of a couple of factors.   

 

Firstly has been the news flow.    The Coronavirus was an “unknown unknown” which came out of 

the blue and created a lot of questions for which investors simply didn’t have answers. All estimates 

and forecasts were thrown out of the window and all that was left was blank page and comment 

after comment from companies about how dreadful business was.  However,  China has begun to 

show strong signs that the economy is reopening and that life is returning to normal as has a large 

part of Asia.  In short, there is a path to redemption that those countries entering a lock down phase 

can look to. 

 

Secondly, the policy responses of Central Governments have been unprecedented. A few hundred 

billion here, a couple of trillion there and pretty soon you have a stimulus package globally 

estimated to be $7 trillion which, since there are 7.8 billion people on the planet is £1,000 for every 



man, woman and child. Quite how it will all be paid for is an entirely separate issue and one that we 

will worry about another day.  However, the economic consequences of the global economy shutting 

for several weeks warranted action – nobody was going to sit back and watch the global economy go 

into meltdown in the same way that no-one was going to sit back and watch the global financial 

system crumble in 2008. 

 

These factors have all helped markets to find some stability in one of the most extraordinary periods 

of my career.  Wall Street has delivered its worst quarterly performance since 1938, yet last week 

was the best performing week since 1933.  Historic times, indeed.   

 

I certainly would not be brave enough to say that we have seen the end of this crisis.  There will, 

inevitably, be some days where the news flow is negative and markets may well move down 

again.  Company profits will, equally inevitably, be lower and many companies will cut or reduce 

their dividend payments as they seek to conserve cash, while others will have to seek funds from 

shareholders or bailouts from governments. 

 

However, as the information vacuum is filled, there is at least a basis for moving forward and, like 

crises before, the fear will begin to abate and the index above move back to more neutral 

territory.  As this happens and the view becomes clearer, we can assess better the outlook for 

individual companies and their prospects.  In the meantime, we need to continually assess the 

robustness of our holdings and, where necessary, make changes. We have already used this 

downturn to deploy some cash at these low market levels and have also yesterday opportunistically 

bought a bond fund that is mainly invested in very high quality bonds but has fallen around 15% and 

is now yielding around 5%. We see this as a very good purchase and a more defensive way of 

capturing some upside in these uncertain times. 

 

Volatility is, I am afraid, likely to remain high for a while to come yet, but I think/hope that we have 

passed the point of maximum danger and can look forward to more stable conditions over the 

months ahead.  As Warren Buffett is quoted as saying 

 



 

 

Personally, I am not feeling very greedy at the moment, but I am very much looking forward to 

feeling less fearful! 

 

I hope that you and your families are all staying safe at this difficult time.  As ever, if I can be of any 

further assistance, please do not hesitate to contact me. 

 


