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As we write, the S&P 500 is firmly in bear market territory, having corrected about 30% from 
peak to trough. So at current levels the market is fully discounting a recession in 2020, implying 
a double-digit earnings contraction for 2020. We are reassured by the swift policy response both 
on the monetary and fiscal sides, as this should provide support to the economy on the supply 
and demand side. However, the Vix volatility index, currently at around 75, reflects the fact that 
in the short term we have very little visibility and confidence concerning the duration and 
magnitude of the disruption from the coronavirus.  

 
News from China and other Asian countries that have taken more draconian containment 
measures and are seeing far fewer new cases has been encouraging and, in our opinion, we 
would expect the market to start bottoming out as and when we have more clarity on the peak of 
infections in Europe and the US. 
 
Taking a longer-term 12-month view, we believe this will be an exogenous shock that provides 
short-term dislocation. Therefore, over the longer term we would expect activity to resume fully 
as the underlying fundamentals of the US economy and corporate profits remain strong, heading 
back towards the long-term, mid-single-digit earnings trend in 2021.  

 
In terms of portfolios, we have made no wholesale changes to our American strategy. Our stock 
selection philosophy and process favours quality stocks with improvement in business 
momentum, and these have been able to weather the storm and performed better on a relative 
basis. Therefore we haven’t felt the need to adjust our positioning on a relative basis. 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 

Important information: For use by Professional and/or Qualified Investors only (not to be used with or passed on to retail clients). 
Past performance is not a guide to future performance. Your capital is at risk. The value of investments and any income is not guaranteed 
and can go down as well as up and may be affected by exchange rate fluctuations. This means that an investor may not get back the 
amount invested. This material is for information only and does not constitute an offer or solicitation of an order to buy or sell any securities 
or other financial instruments, or to provide investment advice or services. Where references are made to portfolio guidelines and features, 
these are at the discretion of the portfolio manager and may be subject to change over time and prevailing market conditions. Actual 
investment parameters will be agreed and set out in the prospectus or formal investment management agreement. Please note that the 
performance targets may not be attained. The analysis included in this document has been produced by Columbia Threadneedle 
Investments for its own investment management activities, may have been acted upon prior to publication and is made available here 
incidentally. Any opinions expressed are made as at the date of publication but are subject to change without notice and should not be 
seen as investment advice. Information obtained from external sources is believed to be reliable, but its accuracy or completeness cannot 
be guaranteed. Any opinions expressed are made as at the date of publication but are subject to change without notice. Information obtained 
from external sources is believed to be reliable, but its accuracy or completeness cannot be guaranteed. This document includes forward 
looking statements, including projections of future economic and financial conditions. None of Columbia Threadneedle Investments, its 
directors, officers or employees make any representation, warranty, guaranty, or other assurance that any of these forward-looking 
statements will prove to be accurate. The mention of any specific shares or bonds should not be taken as a recommendation to deal. This 
document and its contents are confidential and proprietary. The information provided in this document is for the sole use of those receiving 
the document. It may not be reproduced in any form or passed on to any third party without the express written permission of Columbia 
Threadneedle Investments. This document is the property of Columbia Threadneedle Investments and must be returned upon request. 
This document is not investment, legal, tax, or accounting advice. Investors should consult with their own professional advisors for advice 
on any investment, legal, tax, or accounting issues relating an investment with Columbia Threadneedle Investments. This document is 
distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the Dubai Financial Services Authority (DFSA). For 
Distributors: This document is intended to provide distributors with information about Group products and services and is not for further 
distribution. For Institutional Clients: The information in this document is not intended as financial advice and is only intended for persons 
with appropriate investment knowledge and who meet the regulatory criteria to be classified as a Professional Client or Market Counterparty 
and no other Person should act upon it. Issued by Threadneedle Asset Management Limited, registered in England and Wales, No. 573204. 
Registered Office: Cannon Place, 78 Cannon Street, London EC4N 6AG. Authorised and regulated in the UK by the Financial Conduct 
Authority. Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies. 
Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies. 
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