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Coronavirus – what do we know  
and what can we do?
The coronavirus outbreak is an ongoing situation which we are monitoring closely.  
At present, we don’t feel it is necessary to alter our investment strategy.

The problem with providing an investment update related to 
an issue like the coronavirus is that the situation is so fluid, 
any comments can quickly become out of date. However, 
there are certain investment conclusions which can be  
drawn irrespective of how events unfold. 

Economic growth will be impacted

Undoubtedly, the virus is a major source of uncertainty and 
we recognise that a potential escalation of the epidemic is 
a key risk to our continued optimism on the global economy 
and risk assets for 2020. China is fundamentally ingrained 
within global supply chains - and companies worldwide will 

need to deal with supply disruptions. It’s therefore no surprise 
that officials from the US Federal Reserve, Bank of England 
and European Central Bank have warned that the impact of 
the coronavirus may have a dampening effect on economic 
performance outside of China.

At present, we believe that there will be a transitory,  
short-term impact on global growth. Should the outbreak 
begin to recede by the end of the first quarter, economic 
growth should rebound later in the year and financial markets 
will be prepared to look past any temporary short-term 
weakness. Much depends on the spread of the disease  
and the continuing response of the Chinese government. 

Should the outbreak begin to recede by the end of the first quarter, 
economic growth should rebound later in the year and financial markets 
will be prepared to look past any temporary short-term weakness. 
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The SARS episode provides a potential, but  
imperfect, playbook

The key metric for financial markets to monitor appears  
to be the number of new coronavirus infections. During 
the SARS outbreak of 2003, equity markets reached their 
short-term nadir when the number of new infections peaked. 
However, any direct comparison between SARS and the 
current situation may underplay the economic effects as 
China was less important to the global economy when SARS 
emerged. For example, in 2002 China accounted for 6.6% 
of global oil consumption and 22.6% of steel consumption 
compared to 2019, when these figures were 13.5% and 47.5% 
respectively. So too, in 2002, 5% of semiconductor sales 
and 11.2% of smartphone sales were from Chinese sources. 
Today, the numbers stand at 34.6% and 29.2%.

Since it entered the World Trade Organisation in 2001, China 
has grown from being the world’s sixth largest economy to 
the second largest, accounting for 16% of global GDP in dollar 
terms. Consequently, any improvement in investor sentiment 
may have to withstand a greater hit to economic growth than 
was necessary during the SARS episode.

China’s response is key

It should be recognised that the scale of the Chinese 
government’s response to the coronavirus has far superseded 
the actions taken when battling SARS. There were only mild 
disruptions to travel and retail in 2003, but this time the 
Chinese authorities have placed certain areas in complete 
lockdown. This means that manufacturing production in  
many regions has halted and the longer this persists, the 
greater the economic impact. The corollary is that the 
chances of the epidemic escalating into a pandemic are 
similarly reduced - the greater the short-term pain, the better 
the long-term prognosis may be. Similarly, the monetary 
and fiscal support offered by the Chinese authorities will 
outweigh the action taken during the SARS outbreak. The 
People’s Bank of China has already injected RMB1.2trn into 
the banking system, while commitments to significant 

infrastructure spending were already in place. These will likely 
be accelerated, with a particular focus on transportation and 
local infrastructure projects. 

The fact that the outbreak coincided with the Lunar New 
Year celebrations might be viewed as a double-edged sword. 
Manufacturing output during this period is often lower anyway 
and any pent-up demand for durable goods may simply be 
deferred until later in the year. However, spending on services 
is elevated during this holiday season and this spending won’t 
be easily replaced. A postponed restaurant booking, for 
example, won’t necessarily be rescheduled.

Take any economic forecasts with a pinch of salt

As the fight to contain the virus continues, it’s very difficult to 
provide a definitive figure as to how much economic growth 
will slow. Some estimates have suggested that China’s GDP 
growth could be cut to 5% or lower in the first quarter, which 
would reduce total growth for 2020 to between 5.5% and 
5.7%. Should this be the case, global GDP would be reduced 
by between 0.1% - 0.15%; a meaningful but not catastrophic 
outcome. However, we would caution that such figures are 
highly subjective and rely on assumptions which may yet 
prove unrealistic.

In summary, if the coronavirus outbreak does not escalate 
significantly and is brought under control within the  
next month or so, the economic impact will likely prove  
short-lived and in this scenario, financial markets should  
look through any short-term economic weakness and  
focus on a rebound in economic growth later in the year.  
It’s expected that this, combined with the economic stimulus 
provided by the Chinese authorities, would allow equity 
markets to make further ground moving forward. Should the 
epidemic escalate, then the economic and financial impact will 
be more damaging. However, for our discretionary clients, in 
this situation we would be prepared to adjust our investment 
strategy quickly thanks to the highly liquid nature of our 
underlying investment holdings.

This article was written for you by Justin Oliver, Deputy Chief Investment Officer, International.

It should be recognised that the scale of the Chinese government’s response  
to the coronavirus has far superseded the actions taken when battling SARS.
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Our investment views as at February 2020
The view in this table refers to our balanced, risk profile 5 model portfolio. This risk profile has a benchmark with 57.5% in 
equities, 35% in bonds, 5% in alternatives and 2.5% in cash.

Indicative positioning of £ ‘balanced’ portfolio.

Asset class positioning -- - = + ++ Outlook

Alternatives Gold and infrastructure are more attractive than hedge funds.

Bonds (Govt) Government bonds are becoming increasingly unattractive all over the world.

Bonds (Other) Greater returns appear to be available for strategic bond managers, but the  
additional risks taken to achieve them need to be monitored.

Commodities We are positive on gold which offers attractions both as a risk hedge as well as on 
fundamental grounds due to central bank purchases.

Convertible bonds Convertibles offer a good mix between the defensive characteristics of bonds,  
while retaining exposure to equity upside.

Equities Equity markets should continue to be supported by improving economic  
fundamentals, central bank support and diminishing trade risks. 

Property (Direct) Income, rather than capital growth, should be viewed as the primary reason for 
investment, given rising bond yields.

Cash We will continue to look for opportunities to deploy cash.

Equity allocation - - - = + ++ Outlook

Emerging markets Emerging markets have underperformed in 2019 and have not been helped by a  
stronger US dollar. India is still a secular long-term play.

Europe Economic growth is still challenged but may have passed its worst. European Central 
Bank (ECB) liquidity infusion will help.

Far East China and global trade are key to the region's outlook; markets hit the most by the 
coronavirus outbreak. 

Japan Stock market offers value and sectors of corporate Japan are in good shape.  
Leveraged to world growth but challenged by trade issues.

North America Economic and earnings momentum remains superior to other developed regions,  
but valuations appear the least compelling.

Sector specific Healthcare and technology remain long-term themes, although exposure reduced. 
Listed infrastructure introduced during 2019.

UK Fundamentals are not currently compelling but in the short term, Brexit concerns  
have eased. These concerns may re-emerge in 2020. 

Currency allocation -- - = + ++ Outlook

US dollar US Federal Reserve rate cuts have not materially dented US dollar strength, as growth  
is still higher in the US.

Euro Upside likely to be limited due to fresh central bank liquidity infusion.

Sterling Sterling's prospects remain heavily dependent upon the trade negotiations with the  
EU during 2020.

Indicative positioning of £ “balanced” portfolio. “=“ Weighting within 1% of benchmark.  
“+ / -” Weighing between 1% to 5% away from benchmark. “- - / + +” Weighting in excess of 5% away from benchmark.
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How can 
we help?

Important information 
Investment involves risk. The value of investments and the income from them can go down as well as up and investors may 
not get back the amount originally invested. The investments described in this brochure may not be suitable for all investors. 
Investors should make their own investment decisions based upon their own financial objectives and financial resources and,  
if in any doubt, should seek advice from an investment adviser.
Past performance is not a reliable indicator of future performance. Where investment is made in currencies other than the 
investor’s base currency, the value of those investments, and any income from them, will be affected by movements in 
exchange rates. This effect may be unfavourable as well as favourable.
This document is for information only and is not to be construed as a solicitation or an offer to purchase or sell investments 
or related financial instruments. This has no regard for the specific investment objectives, financial situation or needs of any 
specific investor. All opinions and estimates included in this document are subject to change without notice.
Canaccord Genuity Wealth Management (CGWM) is the trading name of Canaccord Genuity Financial Planning Limited 
(CGFPL), Canaccord Genuity Wealth Limited (CGWL), CG Wealth Planning Limited (CGWPL) and Canaccord Genuity Wealth 
(International) Limited (CGWIL). They are all wholly owned subsidiaries of Canaccord Genuity Group Inc. 
CGFPL, CGWL and CGWPL are authorised and regulated by the Financial Conduct Authority (registered numbers 154608, 
194927 and 594155).
CGFPL, CGWL and CGWPL have their registered office at 41 Lothbury, London, EC2R 7AE. 
CGFPL, CGWL and CGWPL are registered in England & Wales no. 02762351, 03739694 and 08284862.
CGWIL is licensed and regulated by the Guernsey Financial Services Commission, the Isle of Man Financial Services Authority 
and the Jersey Financial Services Commission. CGWIL is registered in Guernsey no. 22761 and has its registered office at 
Trafalgar Court, Admiral Park, St. Peter Port, GY1 2JA.
CGWL and CGWIL are members of the London Stock Exchange and CGWIL is also a member of The International Stock 
Exchange (TISE).
CGWM does not make any warranties, expressed or implied, that the products, securities or services mentioned are available 
in your jurisdiction. Accordingly, if it is prohibited to advertise or make the products, securities or services available in your 
jurisdiction, or to you (by reason of nationality, residence or otherwise) then such products, securities or services are not 
directed at you.
The products and services offered by CGWM in the UK may differ from those offered by other Canaccord Genuity Group  
Inc. offices.

canaccordgenuity.com


