COVID-19
A weekly response: 7 May 2020

A look inside the Princely Collections
For more than 400 years, the Princes of Liechtenstein have been
passionate art collectors. The Princely Collections include key
works of European art stretching over five centuries and are now
among the world’s major private art collections. The notion of
promoting fine arts for the general good enjoyed its greatest
popularity during the Baroque period. The House of Liechtenstein
has pursued this ideal consistently down the generations.
We make deliberate use of the works of art in the Princely
Collections to accompany what we do. For us, they embody
those values that form the basis for a successful partnership with
our clients: a long-term focus, skill and reliability.
www.liechtensteincollections.at

Cover image: Johann Jakob Schmidt, Detail from
“View of Vaduz from the Swiss bank of the river Rhine”, 1833
© LIECHTENSTEIN. The Princely Collections, Vaduz–Vienna
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A message of reassurance
We would like to reassure you that, as part of the LGT Group,
we are well protected in the event of negative economic
developments. LGT Bank’s liquidity is well above the legally
required minimum liquidity ratios, due to the bank’s solid
refinancing and asset base. With a core capital ratio (Tier 1)
of 19.9%, LGT is very well capitalised and has high liquidity.
LGT Bank Ltd. is one of the few private banks that has had its
creditworthiness checked regularly for many years by both
Moody’s and Standard & Poor’s, consistently achieving very
high ratings (Moody’s: Aa2 ; Standard & Poors: A+). The
creditworthiness of LGT Bank’s parent company, LGT Group
Foundation, is an important factor for the rating. The first-class
credit ratings are attributable to LGT’s strong balance sheet,
conservative lending strategy and earnings power, the latter
based on over CHF 200bn of Assets under Management, as at
March 2020.
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The investment landscape

A weekly overview

Equity markets continue to balance the stimulus packages
and long-term prospects against the collapse in economic
activity. As the reporting season progresses, companies
are suspending or cutting shareholder compensation and
abandoning forward guidance, reflecting the uncertainty
created by the pandemic. On the positive side, many
countries are now looking at ways to ease back on the
lockdown restrictions to get their economies up and
running again.

“Governments are balancing the benefits
of slowing the rate of infection with
the economic damage inflicted by the
restrictions. Countries that locked down
first and most rigorously are likely to
emerge from this crisis first. ”
Jonathan Marriott, LGT Vestra Chief Investment Officer

In this respect, the UK and US may well be behind countries
in the Far East and Continental Europe.
Government action
Earlier in the week, the US administration appeared to
announce that the pandemic task force would be wound
down by the end of the month. In the face of opposition,
President Trump said it would continue its work, but with
new members. This reflects his frustration that the US
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economy is not reopening as fast as he would like. He
has encouraged protests against shutdown in states with
Democrat Governors. He has stepped up attacks on China,
blaming them for the pandemic, and has said he will review
the phase one trade agreement. The US-China trade deal
at the end of last year was welcomed by markets as a step
forward from the tit for tat trade war that had developed.
When the latest US job figures are published on Friday, we
expect unemployment to jump to 15-20%, reflecting the
depth of the damage done despite the various measures to
support employment.
The UK Government hit its target of 100 000 tests in a day
by the end of April. However, the tests carried out daily in
May appear to fall short of this. They now place their hopes
on ‘track and trace’ using an app on smartphones. A similar
process helped South Korea contain the coronavirus spread
and was in place some weeks ago. Concerns have been
expressed that this could be an invasion of privacy and the
UK has started testing its own system in the Isle of Wight.
The affordability of paying for furloughed staff will mean
that Chancellor, Rishi Sunak, will be hoping that we can get
people back to work as soon as possible.
In Europe, countries are beginning to ease restrictions.
Spain, which was hit hard early on and imposed strict
controls, allowed children out of their homes for the first
time in six weeks. German Chancellor, Angela Merkel,
announced that shops would be reopening with additional
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hygiene measures and the football season could resume
without fans. So far, these are small steps but welcome
moves. Infection rates will be watched closely to see the
impact of easing on the healthcare system. The German
Constitutional Court has reviewed the legality of European
Central Bank (ECB) bond purchases. The judgement this
week was a ruling on a previous package rather than the
latest pandemic support programme. It put into question
the Bundesbank’s ability to contribute to future aid and
may restrict the ability of the ECB to provide financial
support to Italy in the future.
Monetary action
The Bank of England Monetary Policy Committee met this
week and unusually announced the outcome of the meeting
at 7am today, rather than the middle of the day. They had
already cut rates to 0.1% and increased Quantitative Easing
(QE) previously. The Committee voted 7-2 to keep rates
and QE at the same level. The two dissenters wanted to
increase QE by £100 million with immediate effect. Market
expectations will now be for this to happen at the June
meeting. Ahead of the meeting, the pound marginally sold
off and was little changed after the announcement. The
Bank of England scenarios stress the difficulty in making
predictions. However, they do see inflation dropping
below 1% on a lack of demand and lower oil prices before
recovering towards their 2% target.
Markets
Markets continue to balance the economic collapse with the
stimulus package. Daily movements in equity markets reflect
moves in short-term sentiment swinging sharply in both
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directions but overall movement in the last week has been
small. Following the support packages, and deferring the
deadline tax payments from April to July, the US will need
to fund $2.99 trillion this quarter. They will issue 20 year
treasuries for the first time since 1986. This supply appeared
to weigh on longer-dated US bonds with 30 year yields up
0.15% to 1.4%.
Conclusion

“The depth of the economic downturn
is no surprise but it is less important
than the recovery profile.”
Jonathan Marriott, LGT Vestra Chief Investment Officer

As countries gradually ease restrictions, economic activity
will pick up and markets will closely watch the reinfection
rate to see if restrictions will need to be reinstated. A
renewed trade war between the US and China would
not be welcome at this time. When restrictions are lifted,
interest rates will still be low and equities with solid
balance sheets and businesses not permanently damaged
will thrive. The dispersion of returns has been high within
markets and sectors reflecting this. We therefore continue
to look through the present malaise and suggest a selective
approach to equity and bond investment.
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For each other

Showing our resilience, our kindness and
our strength for each other
Thank you to those of you who have sent us your ‘For each
other’ contributions, a campaign we have created to help
foster a virtual community and reinforce the message that
we are here for each other.
We have enjoyed reading about the different aspects of life
that people are thankful for in these uncertain times created
by the COVID-19 pandemic. To see what you, our clients,
have been thankful for so far, please visit:
www.lgtvestra.com/foreachother
We hope that, by sharing the moments of thankfulness
we have received, it has helped you find gratitude for the
smaller things in life, sometimes overlooked but appreciated
now more than ever.
As the lockdown continues, please share with us what you
are doing to keep your spirits high. Please send these to your
LGT Vestra contact or by emailing thoughts@lgtvestra.com
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Come together
in celebration
“To those who gave so much, we thank you.”1

Seventy-five years ago, we were on the brink of peace
in Europe. Prime Minister Winston Churchill was poised
to announce to the nation the formal acceptance of Nazi
Germany’s unconditional surrender during World War Two,
a day that would be known as Victory in Europe (VE) Day.
An array of celebrations had
been planned for 2020 to
mark VE Day 75, including
moving the Early May
Bank Holiday, a procession
down the Mall, a service of
thanksgiving at Westminster
Abbey and street parties
across the country.
Whilst current circumstances

Painted rock commemorating
VE Day 75, found in local park.
Photo kindly shared by a client.

have curtailed many of these
activities, the occasion can still be one for celebration. In the
hope of inspiring you, we have put together some ideas for
how we can collectively commemorate the day.
If the 75th anniversary of VE Day reminds us of anything, it
is that we have been through tough times before and we
came through it together.

1 veday75.org
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A suggested day of celebrations
9.00

Start the day by baking an old family favourite. Having
rediscovered a love for baking, a client has shared with
us this three-ingredient recipe – perfect for rationing!
(See facing page)
Why not listen to some 1940s music? Try a readymade
playlist on Spotify or tune in to pop-up radio station
Absolute Radio 40s.

11.00 Two-minute silence marking national moment
of remembrance.
Watch a movie set in the 1940s, such as A Royal
Night Out, Goodnight Mister Tom, The Darkest Hour,
The King’s Speech and Dunkirk.
If you have children, you may wish to get creative: make
a ‘Tommy’ silhouette for your window or some festive
flags. Online resources, such as English Heritage, are full
of ideas to keep little ones busy.
14.45 A special tribute will be broadcast on BBC One to mark
the anniversary of Churchill’s ‘Announcement of Victory.’
15.00 As part of the Nation’s Toast to the Heroes of
World War Two, we are invited to raise a glass, cheer
and say, “To those who gave so much, we thank you.”
Socially-distanced street parties are being encouraged
by having afternoon tea in your front garden or on your
doorstep. Alternatively, you could enjoy an afternoon tea
with your household or virtually.
18.00 Katherine Jenkins will perform a show at the Royal Albert
Hall, featuring a virtual duet with Dame Vera Lynn. Watch
live on the Royal Albert Hall website, in aid of armed forces
charity SSFA and the venue’s fundraising appeal.
19.45 Clap for Victory. Stanley Northeast, a war veteran awarded
the Legion d’Honneur for his part in D-Day, is urging the
nation to applaud our war heroes.
21.00 The Queen’s televised address to the nation will be from
Windsor Castle, at the same time her father gave a radio
address 75 years ago.
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A tried and trusted recipe for shortbread fingers
Ingredients

100g butter
chilled and cubed

150g plain flour
plus extra for dusting

50g caster sugar
plus 1tbsp to finish

Method
1. Heat oven to 170C/150C fan/gas 3.
2.

Place all ingredients into a mixing bowl. Use your hands
to combine the ingredients until the mixture takes on
a breadcrumb consistency, then squeeze until it comes
together as a dough.

3.

On a lightly floured surface, roll out the dough to a
thickness of ½ cm. Cut the dough into fingers and place
on a lined baking tray. Use a fork to create imprints and
sprinkle with the remaining caster sugar.

4.

Chill the dough in the fridge for 20 minutes, before
baking for 15-20 minutes until golden brown. Remove
the shortbread fingers from the oven and leave to cool
on the tray for 10 minutes.
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Our commitment

In order to tackle the negative effects of the coronavirus
pandemic, we have committed to supporting The Rapid
Action by The Fore and Trust (RAFT) emergency fund. The
Fore is experienced in knowing where support is needed most
urgently during these trying times. RAFT’s purpose is to enable
organisations, working with pressing social issues, to remain
operational and continue their vital work reaching people
who need help the most. Since the crisis began, there has
been a significant rise in funding requests from housing and
homelessness organisations, as well as charities that depend on
an earned income model.
We hope to raise a minimum of £100 000 to support their
efforts, kick-starting this with a £25 000 donation. RAFT is also
looking for skilled professionals to offer pro bono work to help
these organisations navigate challenges created by COVID-19.
Thank you to each of you who have already joined us in our
efforts to support RAFT’s work. For more information, please
visit: www.thefore.org/covid-19-response-raft/.

Charity in focus – Fareshare North East
■ FareShare North East’s (FNE) aim is to fight hunger and tackle
food waste simultaneously. Each FareShare franchise provides
good quality, in-date surplus food, which would otherwise
end up in landfill, to projects and charities who turn it into
meals for vulnerable people.
■ Those receiving the surplus food are often victims of domestic
violence, homeless organisations, the elderly and youth clubs.
■ With RAFT funding, FNE is able to expand their services to
meet the huge upsurge in demand for food caused by the
coronavirus crisis. Funding will support increased numbers of
drivers and warehouse staff to distribute food donations, and
allow a scale up of hours for existing staff.
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How the RAFT fund works

Financial
donation

Pro bono
donation

The
Rapid Action
by The Fore
and Trusts
(RAFT)

Providing support to hundreds of small charities
and social enterprises

Donate via The Fore website:
■ www.thefore.org/raft-donation-form/

LGT Vestra LLP
14 Cornhill, London, EC3V 3NR
Phone +44 (0)20 3207 8000, info@lgtvestra.com
www.lgtvestra.com

VALUES WORTH SHARING
Important information
LGT Vestra LLP is authorised and regulated by the Financial Conduct Authority
(“FCA”). Our regulation details are set out in the FCA register: Firm Reference
No: 471048; register.fca.org.uk/. Registered in England and Wales: OC329392.
Registered office: 14 Cornhill, London, EC3V 3NR.
LGT Vestra (Jersey) Limited (“LGTVJL”) is incorporated in Jersey and is regulated
by the Jersey Financial Services Commission in the conduct of Investment
Business and Funds Service Business. Registration number: 102243; www.
jerseyfsc.org/industry/regulated-entities, Registered office: 30-32 New Street,
St Helier, Jersey, JE2 3TE
LGT Vestra US Limited (“LGT Vestra US”) is authorised and regulated by the
Financial Conduct Authority and is a Registered Investment Adviser with the
US Securities & Exchange Commission (“SEC”). Our regulation details are set
out in the FCA register: Firm Reference No: 585547; register.fca.org.uk/ and
the SEC Investment Adviser Public Disclosure: www.adviserinfo.sec.gov/IAPD/
Default.aspx. Registered in England and Wales: 06455240. Registered Office:
14 Cornhill, London, EC3V 3NR.

Investors should be aware that past performance is not an indication of future
performance, the value of investments and the income derived from them may
fluctuate and you may not receive back the amount you originally invested.
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This publication is marketing material. It is for information purposes only.
Certain services described herein are not available to retail clients as defined
by the FCA or the JFSC, as applicable; please speak to your investment adviser
for further clarification in this regard. All services are subject to status and
where local regulations permit. The wording contained in this document is not
to be construed as an offer, advice, invitation or solicitation to enter into any
financial obligation, activity or promotion of any kind. You are recommended
to seek advice concerning suitability from your investment adviser. Any
information herein is given in good faith, but is subject to change without
notice and may not be accurate and complete for your purposes. This document
is not intended for distribution to, or use by, any individual or entities in any
jurisdiction where such distribution would be contrary to the laws of that
jurisdiction or subject any LGT Vestra entity to any registration requirements.
When we provide investment advice it is on the basis of a restricted approach
that is to say, whilst we review and advise on retail investment products from
the whole of the investment market.

