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Covid-19 

 

 

This is the first of our regular updates on the current Covid-19 global outbreak, and the 

impact on global financial markets. 

 

In the last two weeks in particular, global and local financial markets have sold off, with the 

rapid spread of the virus to western Europe and into the Southern Hemisphere.  It has now 

become obvious that as a result of the closing of borders between countries, and ongoing 

restrictions around the movement of people, this is having a major economic implication of 

growth. 

 

As a result, the markets have been spooked, with the general view that this pandemic will 

persist for much longer than initially anticipated, and with a much deeper impact. 

 

It’s a well-known fact that markets dislike uncertainty immensely. 

 

At the present time, there are a number of implications for the global lockdown: 

 

Already, there is significant disruption to global supply chains, where companies that source 

products, components, and other key supplies from countries such as China are being affected.  

This will ultimately affect the earnings of these companies.  As a consequence, this will impact 

on valuations in the shorter term. 

 

The ongoing consequence of this is that Economic Growth is slowing as activity falls.  This will 

almost certainly impact on exporting countries such as Australia and New Zealand.  This has 

already been acknowledged by the government, with a huge $12.1 billion-dollar economic 

stimulus package announced this week. 

 

Many other countries have also announced similar huge stimulus packages, to support 

communities, and businesses to minimise the impact on workers who are at risk of losing their 

jobs. 

 



  

 

Overall, the result has been a significant increase in overall uncertainty as the world grapples 

with this current global dynamic.  

 

There is no doubting that we will continue to see more financial markets volatility going forward 

from here.  Already there is a flight to quality, with high demand for US dollar denominated 

Bonds and the US dollar.  Conversely, we have seen currencies such as the New Zealand and 

Australian Dollar being sold off. 

 

 

What are we doing with the Accordia Portfolios? 

 

We have already done it. 

 

This situation is not outside the design scope for the portfolios.  We have always expected that 

at some point in time investments can and will experience a market shock.  We have one at the 

present time.  

 

It’s for this reason we focus on risk management, with an emphasis on a well-diversified 

approach to the management and selection of assets for the portfolios. 

 

It’s important to note that they are not 100% exposed to shares, to reduce the impact of market 

volatility such as this.  

 

- The International Share exposure is extremely well-diversified and highly structured to 

ensure that there are not concentrations and clusters of risk that can occur in raw indices.  

We’re seeing that with some high profile “growth” stocks selling off more than the rest of 

the market.  

 

- The Portfolios are not over-exposed to smaller economies with a few narrow planks to 

their economy such as NZ and to a lesser extent Australia.  

 

- There is a foreign currency exposure to currencies such as the US dollar in the portfolios 

which is another level of diversification which provides some downside protection at times 

like these.  The Alternative investments will not move in the same way as the share 

exposures and can benefit from some of the market movements we’re seeing.  They have 

a number of different types of strategies and exposures that are working well in this 

environment.  

 

- We have not replaced cash and bonds with high risk corporate debt which will inevitably 

drop in value now – we have the appropriate assets in the less risky areas of the 

Portfolios. 

 



  

 

The Portfolios will be impacted by these market movements, but we don’t focus on short term 

market movements when aligning your objectives with investment solutions.  The Portfolios are 

designed for the long term to weather this event and move on.  

 

 

In Summary 

 

• We are seeing the markets in shock, as until recently, they have been somewhat 

complacent about the spread and impact of the Covid-19 virus. 

 

• This type of shock is not very frequent but not abnormal for growth assets in a portfolio. 

 

• The Accordia Portfolios will be impacted in the short-term.  

 

• The Portfolios are well-diversified and designed to withstand these sorts of market 

movements – the underlying assets and structures are sound and will serve you well over 

your investment time horizon. 

 

 

With regards 

 

 

 

Mark Wooster 

Chief Investment Officer 

Caliber Investment, the Manager for the Accordia Portfolios 

 

 

 

 

 

 

 


