
 

 

Dear Client, 

I think it is fair to say that none of us could have imagined, only a few short weeks ago, that we 

would now find ourselves in the midst of a situation unprecedented in recent history.  Whilst paling 

into insignificance in comparison to the tragic outcomes already faced by families all over the world, 

the disruption to both ordinary people’s lives and economic activity is on a par with anything seen in 

modern times. 

The Coronavirus pandemic is exactly the sort of unforeseen global event that has the biggest impact 

on markets, and anyone with an investment portfolio with exposure to equities, like your own, will 

have seen its value drop in recent weeks.  The extent of the reduction in value will depend on the 

level of equity content, but the size of the falls are such that even more cautiously positioned 

portfolios will have fallen in value. 

This is obviously a very worrying time for investors, but whilst market downturns of this size are 

relatively rare events, big shocks like this have happened before and they have recovered.  It is 

therefore important to maintain a long term view, but equally crucial is holding in mind that when 

things do improve, the best prospects for recovering any losses will almost certainly be the types of 

investments that have taken the worst hit.  To illustrate, at the time of writing, the UK FTSE 100 

index has closed up over 9% after a single day’s trading.  Whilst this may not make up for losses 

incurred over the last few weeks, and volatility will continue as markets respond to further 

developments, it is a useful reminder in the current extreme circumstances that investments can still 

go up as well as down.  Taking a more conservative position now when values are already well down 

will simply restrict your portfolio’s ability to participate in any sustained market ‘bounce’.  Similarly, I 

would advise those contemplating withdrawing capital that they do not actually need in the short 

term from their investments or disposing of them altogether, purely because of the state of the 

markets, not to rush to turn paper losses into actual ones. 

The more seasoned investors amongst you may recognise that, far from being a time for offloading 

investment capital, the current depressed state of markets represents an opportunity to make new 

investments.  The short term picture may be far from certain, but it would be difficult to deny that 

many investment assets have more upside potential now than they did a matter of weeks ago. 

This is not to say that things will not get worse before they get better; the big unknowns as far as 

markets are concerned in these situations are where is the bottom of the market, and knowing 

when the recovery has genuinely started and how long it will take.  “Sitting tight” in these situations 

is very much a strategy in itself, and the best thing investors can do is keep holding in mind the 

longer term picture, which I appreciate can be difficult when the present is so challenging. 

I trust this provides at least some comfort, but if you need to talk this through further at any point, 

your PSA adviser will always be more than happy to do this with you. 
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