
Heartwood – Daily Market Update – 23.04.2020 

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 had a more positive tone yesterday with most regions up close to 2%, 
corporate spreads a little tighter, gold up, while safe-haven bonds gave up the 
previous session’s gains. One constant though was the current volatility in energy 
markets with oil futures, particularly longer dated, up sharply in percentage terms, 
compared to the seismic collapse the previous day. The more constructive tone has 
continued this morning.  
  

 Virus update – at the time of writing, there are now 2.62 million confirmed cases and 
just over 183,000 deaths, but the curves continue to flatten in most places. Both rates 
were lower than the prior 24 hours and the previous five-day average, so once again 
we are seeing some progress.  

  

 Interestingly, it has come to light that the coronavirus caused two deaths in California 
in early February, suggesting it was circulating in the US weeks earlier than health 
officials had previously thought.  

  

 European bond markets do not appear to be suffering from indigestion given the 
amount of issuance needed for fiscal programmes dealing with the virus. Spain 
yesterday followed Italy in setting a new demand record for its 10-year debt, pulling in 
a massive €82bn of bids for a new 10-year note, exceeding by a number of multiples 
the original amount expected.   

  

 UK inflation slowed in March as we entered lockdown and oil prices tumbled. 
Consumer prices rose 1.5% year-on-year, down from 1.7% the previous month. 
Given the lockdown and the fact that this latest number only went to 17 March, the 
near-term trajectory of UK inflation is down and is likely to go through 1% shortly. 
ONS statistician Philip Gooding said panic buying made items such as flour, eggs 
and pasta more difficult to price than usual. No kidding….for those that could actually 
get those products!!  

  

 We have always said the impending US election is all about the economy, and the 
latest Gallup Poll showed Trump’s approval rating down 6% from its high in March. A 
report out yesterday showed that 43% of US adults now say that they or someone in 
their household has lost their job or had a pay cut because of the pandemic. For 
lower income adults it’s even higher at 52%. The quote from Ronald Reagan all 
those years ago when in office that “recession is when your neighbor loses his job; 
depression is when you lose yours” seems very apt right now.  

  

 As a result, you can see why Trump is in a hurry to get the US back to work and why 
he is blaming everyone else for the current state of play. The 2016 election playbook 
he used is back in full force – blame China, threaten Iran and crack down on 



immigration. The November election is beginning to look really interesting and 
markets will start to focus on this much more as the pandemic news dilutes over time 
(hopefully!).  As a team, we have been discussing the US election for some time now 
and focus our deliberations on what it will mean for markets and asset allocation.  

  

 Sticking with Trump, the irony is that his business interests, via the Trump 
Organisation, are seeking UK and Irish bailout money to help cover wages for bar 
staff, bagpipers and other employees furloughed from the organisation’s European 
golf properties because of the lockdown. The Trump Organisation’s US interests are 
not tapping bailout funds as they have been specifically written out of the economic 
relief package.  

  

 The noteworthy events of today will be the continuing discussions around how the 
European Union finance their Recovery Fund, which is designed to help member 
states deal with the economic consequences of the pandemic. As ever with Europe, 
it won’t be plain sailing and will go down to the wire. We also have the much 
anticipated (or feared) April PMI data out of some countries and the numbers are 
likely to be more dire than the previous month given the lockdowns. Japan has 
already kicked us off this morning as its services PMI slid to 22.8 vs 33.8 last month. 
To remind you, anything above 50 is indicating expansion and below 50 contraction. 
So the service sector in Japan is contracting… a lot!  

  

 And finally ….for those of you who like to risk getting ‘gored’ once a year, sadly the 
Running of the Bulls in Pamplona has been cancelled this year. One would have 
thought that social distancing rules will be adhered to given everyone will be running 
for their lives… 

 


