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Tactical Positioning 
 
As we discuss below, wild swings in equity markets continue. Three factors dominate investor sentiment: 
COVID-19 daily new infection and death rates, macro-economic data, and the actions by central banks and 
governments to protect their economies in lockdown. The third of these factors may be having the most 
significant impact on financial markets with government spending plans coupled with colossal monetary 
liquidity programmes supporting financial asset prices. Some improved economic data and the huge increase 
in money supply seem to have been the main catalysts for the stock market recovery in recent weeks and 
whilst these persist, investors may continue to ‘buy the dips’. At this point, we are happy to maintain our 
exposure to risk assets. 
 

Market Moves 

 Equities (incl. Dividends) 

15-Jun-20 World ($) US ($) Europe1 (€)  UK (£) Japan (¥) EM ($)      Asia ($) 

Month to Date 1.0% 0.8% 1.2%  -0.1% -1.8% 3.2%  3.0% 

Year to Date -7.0% -4.5% -11.7%   -18.3% -9.6% -8.5%   -8.1% 

              

 Commodities   Currencies (vs. USD)  Gov't 

 COM2 ($) Gold ($) WTI Oil ($)  EUR GBP JPY  UST 10Y3 

Month to Date 0.2% -0.3% 4.6%  2.0% 2.1% 0.5%  7bps 

Year to Date -21.1% 13.7% -39.2%   1.0% -4.9% 1.2%   -120bps 
Note: 1Europe excluding UK; 2Bloomberg Commodity Index; 3US Treasury 10 Year Yield shows absolute, not percentage, change in yield; Source: Bloomberg 
 

Let’s pretend you invested in the S&P 500 index of US stocks at the start of 2020 and then fell asleep until the 

first weekend of June. When you woke up you were told about the pandemic, the global lockdowns, the record 

job-losses, the collapse in GDP and company profits, the mass protests against police brutality and racism, 

looming uncertainty ahead of the presidential election and the frosty relations between the US and China. By 

how much would you have expected the market to have moved?... Unbelievably, as of 8th June it was up 0.05%.  

A rather powerful reminder that the stock market is not always reflective of the current state of the economy. 

In this case, it has more to do with monetary loosening by the US Federal Reserve (the “Fed”) and the promised 

$1 trillion increase in infrastructure spending.   

Initially, June continued where May’s rally left off, with stock markets recording their best weekly gain in two 

months, as investors celebrated signs that the economic recovery could be underway faster than previously 

thought. By 8th June, the S&P 500 had risen 47% from its mid-March trough, with the period from 23rd March 

to 3rd June representing the biggest 50-day rally in the history of the index. 

The chief driver of this optimism was the US jobs report for May. In what was perhaps the greatest economic 

forecasting blunder of all time, expectations of unemployment rising from 14.7% to 19.7% with another seven 

to eight million jobs lost proved wildly inaccurate. In the event, 2.5 million additional (non-farm payroll) jobs 

were reported and the unemployment rate came in at 13.3% - still very high, but significantly lower than 

feared.  
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The second week of June saw risk assets succumb to a reality check as panic selling and profit taking led to 

stocks posting their worst weekly declines since March. The period included the heaviest daily drop since 16th 

March, with the S&P 500 falling 5.9%, as well as suffering its first three-day losing streak since February. 

Investor sentiment retreated for two key reasons: first, the Fed issued a cautious economic outlook and 

indicated that interest rates are likely to remain near zero until 2022. Second, (and more worryingly) reports 

emerged of a spike in coronavirus infections across various American states, including Florida, California, Texas 

and Arizona. Subsequent reports of rising cases in Beijing and Tokyo have heightened fears of a “second wave”, 

overshadowing more positive news that Europe continues to make big strides in reopening for business.  

Is the asset price recovery likely to reverse for longer or is it merely taking a much-needed breather before 

moving higher? It’s hard to tell, but a lot will hinge on the tug of war between fears of a resurgence in infection 

rates and the ability of central banks to continue providing unprecedented liquidity injections when required.  

At  company level, the mix of equity market volatility and on the ground difficulties faced by many businesses 

was perfectly illustrated by Hertz, which filed for bankruptcy on 23rd May owing to the collapse in demand for 

rental cars. Subsequently, over three trading days from 4th to 8th June shares in Hertz surged 577% driven 

primarily by retail investor’ purchases. In the next session, the struggling company fell 39% in the first 15 

minutes of trading, only to erase those losses and trade positive at one point in the day. Incredibly, on 12th 

June, Hertz got approval from a bankruptcy judge to sell up to $1 billion of new shares - the stock jumped 37% 

the same day. The stock subsequently fell by 34% on 15th June. 

Economic Updates 
 
The April UK GDP figure showed the economy contracted by 20.4% month-on-month, worse than predictions 
of 18.7% and the largest monthly contraction on record. This followed the Institute of Directors survey, which 
showed company directors’ confidence improved in May after the April low, although it is at the second lowest 
level on record. Meanwhile, investment and hiring intentions remain at all-time lows. 
 
The World Bank’s latest global economic prospects report forecasts that global growth will contract 5.2% in 
2020. It anticipates that advanced economies will contract by 7%, while emerging markets and developing 
economies (“EMDEs”) will contract by 2.5%. By contrast, their 2021 forecast sees the global economy 
recovering by 4.2%, reflecting a 3.9% rebound in advanced economies and a recovery of 4.6% in EMDEs. The 
World Bank states that this road to recovery is contingent on restrictions starting to lift by the end of this 
month…  
 

JONATHAN BELL 
IVO COULSON 
HITEN KHETIA 
 
15th June 2020 
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Important Information 
 
The information contained herein (the “Information”) has been prepared by the Stanhope Group. The Stanhope Group comprises Stanhope 
Capital (Switzerland) SA and its subsidiaries, including Stanhope Capital LLP and Stanhope Capital SAS. Stanhope Capital (Switzerland) SA is a 
company incorporated in Switzerland and a member of the Swiss Association of Asset Managers (SAAM), a Self-Regulating Body approved by 
the Swiss Financial Market Supervisory Authority (FINMA). Stanhope Capital LLP is a limited liability partnership incorporated in England and 
Wales authorised and regulated by the Financial Conduct Authority (FCA). Stanhope Capital SAS is a “Société par Actions Simplifiées” 
incorporated in France and regulated by the Autorité de Marchés Financiers (AMF). Acceptance of delivery of any part of this Information 
constitutes acceptance to the conditions of this legal disclaimer. 
 
The Information attached is being disclosed by the member of the Stanhope Group indicated in the Information and exclusively to the intended 
recipient (the “Recipient”). 
 
The Information does not constitute an offer to sell or a solicitation of an offer to buy any investment fund or other financial products. The 
Information does not constitute investment advice or advice with respect to the suitability of any investment. 
 
Restrictions 
The Information is private and confidential and provided for information purposes only. No part of the Information is to be distributed, copied 
or disseminated directly or indirectly to anyone other than the Recipient and its professional advisers (for the sole purposes of obtaining 
advice). The Information should not be relied upon for tax, auditing or other purposes. The Information is not intended for any person in any 
jurisdiction (by way of nationality, residence, domicile or otherwise) where the publication or availability of it would be in contravention of any 
applicable law or regulation. 
 
Opinions, estimates and statements contained in the Information constitute judgments of the Stanhope Group at the time of their preparation 
and are subject to change without notice. 
The value of investments can fall as well as rise; potential income or profits are accompanied by the possibility of loss. The Recipient may not 
receive back the original amount invested. Past performance is not a reliable indication of future results. Performance figures included in the 
Information are unaudited except where indicated. Please refer to the risk warning notes provided next to any performance figures included 
in the Information. In certain circumstances prices stated may be historic because of the delay in obtaining prices and/or valuations from third 
parties. Valuations are based on either market prices available at the time of the preparation of the Information or on the Stanhope Group’s 
reasonable estimates thereof at the time made. Valuations based upon other models or assumptions or calculated as of another date or time 
may result in different values. The valuation or returns on investments in currencies other than the base currency of a client’s account may 
increase or decrease as a result of currency fluctuations. 
 
The Stanhope Group may recommend or make investments for its clients in illiquid or volatile instruments or funds which may carry a high 
degree of default risk or in funds which utilise leverage/gearing which can exaggerate performance and may lead to large falls in value. 
 
Any description of any investment process or investment management process described in the Information may change from time to time at 
the discretion of the Stanhope Group or otherwise. 
While reasonable skill, care and diligence have been taken to ensure that the Information was accurate as at the date of writing, the Stanhope 
Group has not verified and accepts no legal responsibility for any third-party Information. In addition, the Stanhope Group makes no 
representation, warranty, undertaking or guarantee, express or implied, as to the accuracy or completeness of the Information and opinions 
therein. No members of the Stanhope Group shall be responsible for or have any liability to any Recipient or third party for losses or damages 
(whether consequential, incidental or otherwise) arising (i) out of errors, omissions or changes in market factors, conditions or circumstances 
or (ii) from making any use of the Information. 
The Information does not replace, supplement or amend the contractual documentation entered between the relevant member of the 
Stanhope Group and the Recipient, including but not limited to (i) the required qualifications of the Recipient in order for such Recipient to 
receive the Information and (ii) the disclaimers and limitation of liability contained in such contractual documentation. Further, the Information 
does not replace, supplement or amend the documentation applicable to any investment fund or other financial products referred to in the 
Information. 
 
United Kingdom 
To the extent that the Information is aimed at residents of the United Kingdom, the Information has been approved for issue in the United 
Kingdom by Stanhope Capital LLP. Stanhope Capital LLP’s advice is categorised by the Financial Conduct Authority as “restricted” because it 
advises on investment funds, which are only one type of “retail investment product”. Stanhope Capital LLP does not provide investment advice 
on other retail investment products, such as life insurance, stakeholder pensions or personal pension schemes. 
 
France 
Stanhope Capital SAS does not provide investment advice on retail investment products, such as life insurance, stakeholder pensions or 
personal pension schemes.  
 
United States 
The Information is not intended for residents of the United States or for any U.S. Person. The Information is not an offer to sell any securities 
to or for the benefit of United States persons or the solicitation of any offer to buy securities on the part of or for the benefit of any such United 
States persons. For the avoidance of doubt a U.S. Person does not include a U.S. Citizen resident outside the U.S. 
 


