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Investment Market Review & Outlook

Stock markets have recovered impressively since the COVID-19 induced falls in 
the first quarter of this year. However, concerns regarding how severe and long-
lasting a second spike in cases could be, as well as the ongoing economic impact 
of the pandemic, continue to weigh on investors’ minds. The companies that 
have managed to grow throughout the tougher conditions this year have been 
rewarded with much higher share prices, while those that continue to struggle 
have been left behind. Whether or not a vaccine is approved in the coming 
months may set the tone for the next year and beyond.
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Economy
Following the poor economic data in the second 
quarter of 2020, stock markets settled and we didn’t 
see any more of the dramatic falls we experienced 
earlier in the year. COVID-19 case numbers rose 
rapidly in September, culminating in some chilling 
projections from Professor Chris Whitty, the 
government’s Chief Medical Officer, and Sir Patrick 
Vallance, the top scientific adviser. The second spike 
was largely anticipated, so there were no extreme 
reactions in markets as a result of this.

There was further controversy over the government’s 
proposed Internal Markets Bill, which seeks to over-
write some parts of the Withdrawal Agreement for 
Brexit, conflicting with internationally recognised 
law. This would resurrect the issue over Northern 
Ireland’s border with the Republic as it may 
contravene the Good Friday Agreement, which 
has maintained peace in the region for decades. 
We maintain our expectation that a structure for a 
Free Trade Agreement will be settled upon prior to 
the appropriate deadlines, but are mindful that the 
communication between the UK and EU has been 
significantly less cordial in recent meetings. 

The UK government’s furlough scheme comes to an 
end in October and has been replaced with the Job 
Support Scheme to subsidise pay for workers who are 
working reduced hours. It remains to be seen how 
much support this will provide to the labour force and 
how it will affect the potentially considerable rise in 
unemployment, which is inevitable.

The US Election will take place in November and 
Democratic candidate Joe Biden is currently ahead in 
national polls. Much can change in the intervening 
period and postal votes are already being cast, so we 
would not be surprised by swings in either direction, 
especially after some fiery exchanges at the first 
Presidential debate. We do not anticipate a big market 

reaction whatever the outcome, as both candidates are 
relatively business-friendly, but Biden may usher-in a 
more constructive geopolitical approach, while Trump 
would likely seek to maintain low taxes and promote 
domestic agendas. A democratic win is now seen as 
relatively more favourable to stock markets because 
a slew of fiscal stimulus is likely to follow, including a 
generous support package for displaced workers and 
a hefty environmental infrastructure plan. If there is a 
prolonged period of uncertainty after the votes have 
been counted, which could occur if the race is close, 
this could cause short-term falls in stock markets.

Japanese Prime Minister Shinzo Abe stood down from 
his position on health grounds and his successor was 
named as Yoshihide Suga. While there were some 
falls immediately after the announcement, there is 
unlikely to be further impact on markets as Suga has 
indicated that he will follow similar policies to Abe 
and will continue to take on structural reforms and 
deregulation as his goals. 

Fixed Interest
Bonds were boosted over the last quarter as most 
central banks gave assurances that interest rates would 
not be rising for some considerable time, possibly not 
for several years. It is likely that if we were to see any 
additional stimulus from the Bank of England it would 
be after a resolution on Brexit issues, and not before. 
The US central bank indicated once again that rates 
would not move up for the foreseeable future. The 
overall skittishness of investors over COVID-19 weighed 
on equities but supported bonds, especially in the high 
quality corporate space. 

Government bonds have remained steady over the last 
quarter, reflecting the degree of tension over equity 
market performance but these assets move very little in 

2020 RPI (%) CPI (%) Unemployment (%) GDP Growth* (%)

April 1.5 0.8 3.9

May 1 0.5 3.9 Q2 = -20.4

June 1.1 0.6 3.9

July 1.6 1 4.1

August 0.5 0.2 - Q3† = +14
*Based on percentage change on previous quarter  †TradingEconomics Estimate, 2020

UK Economic Data



these conditions, as they are already at high valuations. 

Yields remain very low and there are few signs that this 
is likely to change. We hold on to the highest quality 
government bonds (i.e. those with good credit ratings) 
as protection in our portfolios but complement this 
with some higher-yielding assets that carry a lower 
credit rating and therefore a slightly increased risk.

Our allocations across portfolios into higher yielding 
bond assets have increased in value over the period 
and contributed to a more steady investment return. 
An element of carefully curated lower-quality bonds 
can contribute as much as equities in the right 
circumstances but with a lower degree of volatility. 

Equities
The vast majority of international stock markets 
have continued their healthy recovery from the 
second quarter of the year, but those focused on 
higher growth, technology-related and quality assets 
did especially well. Those in financials, aerospace 
and property did less well as demand has not yet 
recovered in all areas.

One of the key underperforming regions has been the 
UK, suffering from a lack of business activity, regional 
lockdowns (and fears of another at national level), 
slower consumer demand and Brexit-related worries.  
We have held fewer UK equity assets in our portfolios 
than our peers for some time and we increased this 
gap further in our July rebalance.

We have also held very low exposure to Japanese 
assets in most portfolios and were therefore more 
insulated from the falls that occurred when Prime 
Minister Abe announced his resignation in September. 
At the last rebalance we increased our exposure to 
Europe and emerging markets, which have both 
performed well recently. The assets we hold in Europe 
have excelled in the resurgent market environment 
with the help of a generous central bank which has 
continued to supply support in the form of negative 
interest rates and quantitative easing. 

In the midst of strong performance, technology-
based stocks experienced a dip in early September, 
which was mainly based on investors selling some 
assets following strong performance since the second 
quarter of 2020.

Despite having one of the most concerning rates 
of coronavirus in the world, Indian assets have 

performed impressively over the last few months. 
Our long-held India position has been fruitful in 
the unlikeliest of times and provides a degree of 
real diversification due to its lower dependence on 
external import/export markets. Conversely, Brazil 
(to which we hold no exposure) has suffered from a 
serious rise in COVID-19 cases, but because they are 
heavily dependent on international trade, the country 
has not fared as well as India. 

If we look forward to when a vaccine may be 
available we would expect a rise in some of the 
more cyclical assets such as industrials so we do 
have one eye on the future with our allocations. This 
would be a short-term effect and would not affect 
our longer-term positioning. 

Commodities
Oil has experienced a volatile period over the quarter, 
with the recovery taking shape in many regions, 
especially in higher growth economies. We do foresee 
the oil price moving up steadily before settling back 
in the more typical range of $65-70 a barrel during 
next year. As ever, we will not be heavily invested in 
this move due to our long-held aversion to fossil fuel 
investments but it should be accompanied by wider 
growth which we will participate in.

With the upturn in activity and the prospect of 
significant spending in green infrastructure some 
base metals are on our radar for the future. Elements 
such as copper are involved in the production of 
electric cars, ecologically-friendly infrastructure and 
many more projects that are likely to be boosted by 
environmentally focused plans.

Gold rallied strongly over the period, breaking through 
$2000/oz, but has since fallen from these recent highs. 
The underlying fear that COVID-19 may become a 
more serious threat to economies as well as individuals’ 
health has kept the demand strong and we may well 
see this continue for some time. The price of silver, 
which is normally correlated to gold, but moves to a 
higher degree, has not increased as much and there 
may well be a correction in one or both of these metals 
before long. We are not currently invested in gold or 
silver, but it they are assets that we continue to watch 
for opportunity. 
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Five-Year Performance of GDIM Investment Model Portfolios

Conclusion & Outlook 
While we are constantly mindful of the downside risks 
that are perennially present in investment markets we 
are also looking forward to what the world will be like 
after a vaccine is widely available. We are optimistic that 
it may be this side of the new year, which could bring 
much more positive movements in equity markets 
and the falling away of some defensive assets such 
as government bonds and gold. If it is not, then any 
positivity relating to it may be delayed. 

Over the medium-term we may see some moderate 
inflation. Historically, equities have been the best 
defence against this, as they have a natural synchronicity 
with rising prices. This, together with the prospect of 
close to zero interest rates for the next few years make 
stocks the only really attractive asset class for investors. 

However, with the prospect of an event as impactful 
as the US election in the near future we may see more 
defensive behaviour from asset-buyers.

The year has been tough from an economic and social 
point of view, but assets have recovered and held up 
well. We have been well-positioned throughout the 
year and most of our portfolios have significantly out-
performed their benchmarks this year. While there are 
challenges ahead in the short, medium and long-term, 
we remain vigilant and are confident in our most trusted 
convictions .

GDIM Investment Committee  
October 2020

These figures are representative of the performance of GDIM’s 5 Whole of Market Investment Model Portfolios, 
initiated on the 17th April 2009 and re-balanced in-line with the latest portfolios whenever changes were 
recommended. Graph shows performance over 5 years to the 2nd October 2020. Performance does not reflect 
trading in actual accounts (and is therefore gross of all management fees, except fund charges). Data provided by 
Financial Express 2020. Past performance is not representative of future returns. Capital may fall as well as rise and 
you may not get back the full amount invested. 

C - GDIM Balanced

E - GDIM Aggressive
D - GDIM Moderately Aggressive

B - GDIM Conservative
A - GDIM Cautious
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