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M O N T H  I N  R E V I E W 

In line with global equity indices, the Close Portfolio Funds 
witnessed declines in February as the Coronavirus outbreak 
griped markets. The Conservative Fund fell -4.3%, the 
Balanced fund was down -6.0% and the Growth fund declined 
-6.9%. This compares with the relevant IA Sectors for the 
month, which returned -3.2%, -4.7% and -4.7% respectively.  
 
2 0 2 0 :  T H E  Y E A R  O F  P A T I E N C E  
 
Last month we christened 2020 “The Year of Patience” in 
anticipation of some market volatility during the year. And the 
forces of fear and greed are indeed evident as we assess 
recent market corrections. The Coronavirus (or Covid-19) 
outbreak has led to a widespread health scare, which in turn 
has led to an economic scare and fears of a global recession. 
Both of these categories of fear have the potential to create 
panic behaviour, which is precisely why we try to remain 
rational by looking at the data and the cold facts. 
 
C O R O N A V I R U S  F E A R S  
 
The Coronavirus outbreak is clearly a serious and concerning 
public health issue. However, it is also important to maintain a 
good sense of perspective. We note that so far this year 
seasonal flu has been the cause of almost 85,000 deaths 
globally, while at the time of writing Coronavirus has claimed 
3,219 lives. One could deduce that the fear of the virus is 
possibly spreading even faster than the virus itself. Notably, it 
is the elderly who seem most vulnerable to these viruses, 
especially if they have pre-existing medical conditions. 
 
One should not be complacent with regards to any potentially 
pandemic virus threat, but simply looking at the figures and 
observing that the number of confirmed cases in the UK 
remains small (just 116 at the time of writing), while there has 
so far been only one confirmed Covid-19 related death in the 
UK, should mean that we are someway from the need to 
panic! Especially given that there has been an average of 
approximately 20,000 Influenza related deaths annually in 
England over the past four years according to Public Health 
England data. 
 
 
 

R E C E S S I O N  F E A R S  
 
Following the Chinese example, other countries which have 
sustained Coronavirus outbreaks are responding quickly and 
implementing measures designed to limit the spread. 
Business operations and even schools are shutting down, 
non-critical travel is postponed or advised against, and 
conferences and other large gatherings are being cancelled. 
This all means that supply-chain networks are being 
disrupted and fears of a recession are rising. The economic 
health scare is becoming increasingly evident in Chinese and 
Asian data, with car sales down by more than 80% in China 
and PMI survey data hitting an all-time low of 35.7 – 
indicating a severe contraction in manufacturing. Like 
Coronavirus, there is a risk that this economic threat and fear 
spreads globally.  
 
It is clearly important that governments take action to protect 
citizens from health risks by setting restrictions to contain 
infections and minimise fatalities. At the same time, however, 
this can more significantly expose economies to a risk of 
recession. This now represents a stress test for economies 
which were still in relatively good health only a few weeks 
ago. The optimism brought about by new all-time highs on the 
US equity markets, Brexit being delivered and part one of the 
US/China trade agreement being signed only a few months 
ago have been replaced by fear, a sharp correction in risk 
assets and very negative headlines. 
 
So the question now is; how to contain this health scare to 
global economies? While Central Banks are obviously 
powerless when it comes to being able to cure the 
Coronavirus, they are doing their part to administer the 
medication at their disposal; prompt and powerful monetary 
easing to provide liquidity. This is what the Fed did with a 
between-meetings provision of a 50bps interest rate cut, and 
other Central Banks are expected to follow suit. 
 
C O N C L U S I O N S  –  W H A T  H A V E  W E  D O N E  
A N D  W H A T  D O  W E  P L A N  T O  D O ?  
 
So what are the conclusions? 
 

1. Don’t fight the Fed and other Central Banks. 
2. Remain data-driven, rational and long-term focused. 
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3. Be conscious of valuations and risk-adjusted 
returns.  

What action have we taken? 
 
We assessed the funds’ positions to see if there is anything 
we are not happy to hold under these circumstances. This 
was a difficult task because we continue to like all of our 
holdings and definitely want to resist the temptation to try and 
time the market or trade in these volatile conditions. In the 
end we found only one low-conviction holding which was 
sold. That was a small 0.3%-0.5% holding in TUI. Last 
autumn when we made the initial investment the outlook for 
TUI was brighter: Brexit uncertainty was coming to an end, 
Sterling was strengthening, holiday bookings were expected 
to rise, and competition was reduced after Thomas Cook 
ceased operations. However, unfortunately we had to 

conclude that our TUI investment case was no longer valid 
after the Coronavirus outbreak hit travel particularly hard.  
What do we plan to do? 
 
We remain positive and patient with a long term view. We 
base our assessment on rational evaluation and a rational 
perspective, rather than allowing ourselves to be driven by 
sentiment and news headlines. We plan to stay the course 
and prepare to accept some volatility (as we had already 
anticipated at the start of the year) because valuations have 
remained attractive. We are prepared to look through a period 
of economic weakness of 1-2 quarters while the markets are 
supported by Central Banks. In other words, unless the 
conditions take a decisive turn for the worse from here, the 
plan is to remain calm and stay invested. However, as 
always, if the outlook changes, we are prepared to take 
appropriate action as required. 
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C L O S E  P O R T F O L I O  F U N D S  D I S C R E T E  P E R F O R M A N C E  A S  A T  2 9  F E B R U A R Y  2 0 2 0  
 
 YTD 2019 2018 2017 2016 2015 

Close Conservative Portfolio Fund -4.0% 12.5% -2.7% 9.0% 5.4% 2.0% 
IA 20-60 -3.2% 11.8% -5.1% 7.2% 10.3% 1.2% 
Close Balanced Portfolio Fund -6.0% 17.1% -2.9% 11.8% 6.3% 2.9% 
IA 40-85 -4.9% 15.8% -6.1% 10.0% 12.9% 2.7% 
Close Growth Portfolio Fund -6.2% 21.9% -3.4% 12.5% 6.8% 2.9% 
IA Flexible Investment -5.1% 15.7% -6.7% 11.2% 13.8% 2.0% 

S O U R C E :   
FE Analytics 03.03.2020; 2020 (YTD) data as at 29.02.2020; fund performance is total return net of fees with dividends reinvested for X Acc 
share class. 
 

I M P O R T A N T  I N F O R M A T I O N  
This document is only intended for use by UK investment professionals and should not be distributed to or relied upon by retail clients.  The value of investments will go up and 
down and clients may get back less money than they invested. Past performance is not a reliable indicator of future returns. The information contained in this document is 
believed to be correct but cannot be guaranteed. Opinions constitute our judgment as at the date shown and are subject to change without notice. This document is not 
intended as an offer or solicitation to buy or sell securities, nor does it constitute a personal recommendation.  
Close Brothers Asset Management is a trading name of Close Asset Management Limited (Registered number: 01644127) and Close Asset Management (UK) Limited  
(Registered number: 02998803). Both companies are part of Close Brothers Group plc, are registered in England and Wales and are authorised and regulated by the Financial 
Conduct Authority. Registered office: 10 Crown Place, London EC2A 4FT. VAT registration number: 245 5013 86.  CBAM5504 


