
Heartwood – Daily Market Update 24/04/2020 

To help you in your conversations with clients during these difficult markets, for the 

foreseeable future, we will be sending you a daily market update email with the latest 

thoughts from the Investment team 

What’s happening?  

 Stock markets were up yesterday in Europe, but gave up gains later in the US as 
continuing wrangling by the Europeans over how to fund a European Recovery Fund 
and disappointing results around an antiviral test in the US, knocked sentiment. The 
softer sentiment continued to permeate markets in Asia in trading overnight and 
developed markets futures indicate a weaker opening in Europe this morning. 
However, safe-haven bonds rallied on the back of this change in sentiment.  
  

 Virus update – at the time of writing, there are now 2.7 million confirmed cases and 
just over 190,000 deaths, but the curves continue to flatten in most places. Globally, 
the fatality growth over the last five days has slowed to 3.5% versus 6% over the 
previous five days, so there is progress. While Italy continues to record new cases, 
the fatality rate is now the slowest since the authorities started calculating daily 
statistics, so this is supportive of the country and its trajectory of gradually easing 
lockdown restrictions. 

  

 According to the WHO, as many as half of the people killed by the virus in Europe 
were resident in long-term care facilities, which truly shines a spotlight on this section 
of the community.  

  

 Trump’s words of wisdom yesterday re fighting the virus…’inject yourself with 
bleach’…your writer here is playing with words somewhat, but that is effectively what 
he was suggesting, so it’s not ‘fake news’! 

  

 Data yesterday showed 50% of all businesses in Germany are using the State Wage 
Support Programme to get through this period, and unsurprisingly the retail sector 
dominates these stats. This will likely be reflected in other national programmes as 
the data is released.  

  

 Economic activity surveys for March are starting to come through and these are first 
data sets that effectively include full lockdown periods in some countries. An estimate 
of private sector activity in the Eurozone plunged to just 13.5 from 29.7 in March, 
marking the lowest reading since this survey began 20 years’ ago. The quicker the 
region safely relaxes lockdowns, the better for member states and the ECB! 

  

 The UK is in similar straits with output data showing service activity falling the fastest 
in 20 years, and even worse than Europe, at 12.3.  At least three quarters of firms 
reported a downturn based on the survey compiled from April 7-21st.  

  

  



 These data points, coupled with similar evidence from Japan and Australia, illustrate 
that the economic contraction the global economy is currently suffering is faster and 
deeper than the financial crisis of 2008-09. The GFC was bad, but lockdowns were 
not part of that process, so it’s logical the near-term economic contraction is deeper 
this time round, particularly for the service sectors of the global economy. This 
highlights the tension between the ‘doves’ and ‘hawks’ in every government 
administration of how safely, quickly and broadly to start bringing lockdowns to a 
conclusion.  

  

 Evidence of the hit to the US economy was once again illustrated by the weekly 
jobless claims report which showed more than 4 million Americans applied for 
unemployment benefits last week. This brings the five-week total during the 
pandemic to 26.5 million in the steepest downturn for the US labour market since the 
Great Depression.  

  

 Some interesting data out on European dividends showed that the current estimate is 
that dividends in the region have been cut by around €110bn as a result of the virus. 
Financials, consumer discretionary and materials sectors account for an estimated 
84% of the cuts. Noteworthy, there is a huge distinction in the financial sector 
between banks and insurers, with the former having cut its pay-outs by around 
90%(€50bn), while insurers are resisting, despite regulatory pressure, having only cut 
by 10%.  
(Please refer to Jaisal Pastakia's note and podcast on how we are dealing with this 

dividend cutting scenario in our income strategies, published last week.) 

 

 Despite all of the bad economic data and corporate earnings hits, the S&P 500 rally 

over the last 20 days ranks as the second best of all time, only trailing the move 

immediately following the 2009 market lows.  The other comparable momentum 

surges include 2002, 1982, and 1974 – significant dates in market history. Clearly the 

substantial policy response, both from central banks and governments, is aiding 

investor sentiment, at least for now. 

  

 Using the historical dates above, if history chimes, it would suggest that after such a 
strong rally of late, that some sort of consolidation, or volatility, is likely to re-emerge 
in the near term, but investors will be rewarded with a longer-term investor horizon. 
History doesn’t always chime, but equally it’s dangerous to say ‘it’s different this time’ 
too!  

  

 For those using Zoom to communicate during the lockdown, some of the world’s 
most prominent companies continue to step back from it over security concerns, with 
Daimler EG, Ericsson and Bank of America having joined Tesla and government 
agencies from Taiwan to Singapore. Despite this, Zoom passed the milestone of 300 
million daily meeting participants this week, having never breached 10 million before 
the start of this year and its share price remains close to March’s all-time high.  

 


