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Our Views

▪ Markets have sold off strongly, but it is too early to tell if they are cheap enough to buy. Estimates on the impacts to prof its

and economic risks are changing daily. We are not wholesale buyers of risk yet. 

▪ UK gilt yields have fallen to record lows before bouncing back a bit. While virus abatement may see yields bounce, central 

banks will want to maintain yields at low levels. High hedge ratios should continue to be maintained.  

Actions for client portfolios

▪ Rebalancing equity positions that have drifted underweight following recent market declines is appropriate. We 

recommend, as a tactical decision, to not move all the way to target weight just yet, but if market declines 

resume, rebalancing to target becomes reasonable. 

▪ Do not sell return-seeking assets to gain diversification now. If you have it, it has worked. Chasing it now is not a 

good course of action. The relative outlook for equities and credit has improved, though there is near-term risk. 

▪ Some underweight to duration may seem warranted at current yields but need care in terms of size. Yields may 

not move up very much even after the virus scare has passed.   

What we are watching:

▪ When to move overweight equities.  We have seen signs of some near-term reprieve from the gathering policy responses 

but there is insufficient basis as yet to mount a rebound that can be sustained for long.

▪ Relative value in credit markets. Recent moves have been large, and some value is starting to emerge for longer-horizon 

investors in spread markets.  
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COVID-19 Update

Source: FactSet, World Health Organization, National Health Authorities. Regions not show n above, along w ith 

countries w here there is not a signif icant COVID-19 outbreak has been categorized under “Other”. 

Tables on the left updated in line w ith the WHO’s new  summary.
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Trajectory of COVID-19 death toll

• The trajectory of the outbreak will be key in determining how long containment policies remain in 

place and how the economy fares. 
• These measures appeared to have been effective in South Korea, Japan and China so far, but a 

“second wave” outbreak is a risk if containment measures are lifted.  

Source: Aon, John Hopkins University

Updated March 29,2020
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The fastest Bear Market Ever
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Source: Aon Calculations, S&P, FactSet

Date of Market Peak

• The S&P 500 took 16 days to close in a bear market

Number of trading days to close down 20% or more from its peak
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Market Reactions

Bond yields collapsed 

initially but are no longer 

falling

Spike in volatility

Past performance is no guarantee of future results.
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Market Reactions

Saudi price war has led to 

a collapse in oil prices

Past performance is no guarantee of future results.

Credit spreads have risen 

sharply
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Why is this happening? Economic path is very uncertain

Small V, Deep V, U Shaped… 

Expectations for future growth 

are changing day by day. 

The Economic Costs Rack Up

▪ Border closures and travel restrictions around the world

▪ Air travel and travel more generally has fallen significant. 
Airlines are warning of $63 - $113bn revenue shortfall.

▪ Conferences cancelled – Google I/O, SXSW, MWC 
Barcelona…. and many more

▪ Self-quarantine and official quarantine regimes continue. 

Many European countries have put mass restrictions on 
most of its population. USA has began implementing 

aggressive social distancing.

▪ And many more examples…

Past performance is no guarantee of future results.

Sharp downward revisions 

of growth forecasts
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Market Valuations

Source: Aon, Factset

Notes: Valuations used: Equity markets = Next Tw elve Month PE Ratio, Credit Spread = Option Adjusted Spread, Treasury Yield = Yield To Maturity

Markets have re-rated extremely fast, but there is some uncertainty around how much value there is. Forward looking 

measures of value may be using stale estimates, as the economic impact is so uncertain.

High relative to historical averages

Low relative to historical averages
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What more can Central Banks do?

Past performance is no guarantee of future results.

Source: Aon, Bloomberg OIS Pricing

• Where possible central banks around the world have eased policy, but with rates being low there is a limit. 

• Unprecedented new quantitative easing measures have been announced to provide further monetary stimulus.

BoE Emergency rate cut takes 

the base rate to an all-time 

low of 0.1%

“QE Infinity”:  

purchases of 

unlimited amount of 

treasuries, MBS, 

corporate bonds 

and student loans

QE endpoint? The BoJ is extending 

purchases of everything from 

government and corporate bonds 

to equities ETFs
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Announced fiscal packages

USA ▪ Congress has passed a c.$2 trillion fiscal stimulus package. The package expands jobless 

benefits and provides direct transfers of up to $1,200 for Americans earning less than 
$75,000 per year

▪ State of Emergency declared releasing $50bn to States to deal with virus

▪ April tax date to be delayed, providing a $200-300bn bridge loan to households

UK ▪ £330bn in loans and £20bn in other aids have been announced to provide help to 

businesses. 
▪ The government has agreed to cover 80% of salary for employees who are unable to work 

due to coronavirus related shutdowns. Similar schemes have also been introduced for 

self-employed individuals. 

Japan ▪ Variety of small fiscal measures passed. Two small business loan bills totaling $20bn. 

$4bn for mask production and stopping viral spread.
▪ Further stimulus measures of around 15 trillion yen (c.$137 billion) expected 

Eurozone ▪ Germany have launched a €156bn supplementary budget, suspending the “debt brake” 

constitutional rule that limits new borrowing to 0.35% of GDP
▪ Italy announced a €25bn spending package to deal with fall out from virus.
▪ France has announced emergency fiscal spending of up to €45bn. 
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Appendix

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a component of any 
financial instruments or products or indices. None of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain from making) 
any kind of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an indi cation or guarantee of any future performance 

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information assum es the entire risk of any use made of this 
information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) 

expressly disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, tim eliness, non-infringement, merchantability and fitness 
for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, 
incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. (www.msci.com)

This document and any enclosures or attachments are prepared on the understanding that it is solely for the benefit of the ad dressee(s). Unless we provide express prior written 
consent, no part of this document should be reproduced, distributed or communicated to anyone else and, in providing this document, we do not accept or assume any 

responsibility for any other purpose or to anyone other than the addressee(s) of this document.

Notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of a r ating in this document, it is not always possible to 

detect the negligence, fraud, or other misconduct of the organisation being assessed or any weaknesses in that organisation's systems and controls or operations.

This document and any due diligence conducted is based upon information available to us at the date of this document and take s no account of subsequent developments. In 
preparing this document we may have relied upon data supplied to us by third parties (including those that are the subject of due diligence) and therefore no warranty or 
guarantee of accuracy or completeness is provided. We cannot be held accountable for any error, omission or misrepresentation ofany data provided to us by third parties 

(including those that are the subject of due diligence). This document is not intended by us to form a basis of any decision by any third party to do or omit to do anything.

Any opinions or assumptions in this document have been derived by us through a blend of economic theory, historical analysis and/or other sources. Any opinion or assumption 
may contain elements of subjective judgement and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by us of any future 
performance. Views are derived from our research process and it should be noted in particular that we cannot research legal, regulatory, administrative or accounting 

procedures and accordingly make no warranty and accept no responsibility for consequences arising from relying on this docume nt in this regard.

Calculations may be derived from our proprietary models in use at that time. Models may be based on historical analysis of da ta and other methodologies and we may have 

incorporated their subjective judgement to complement such data as is available. It should be noted that models may change over time and they should not be relied upon to 
capture future uncertainty or events.

http://www.msci.com/
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