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Coronavirus – COVID-19 Update  
 
The World Health Organisation (WHO) has labelled the coronavirus a ‘pandemic’ with over 162,000 
confirmed cases in 157 countries and territories. A significant increase in cases is now being reported daily 
across Europe with the US recently announcing a complete travel ban on continental Europe for 30 days 
and other countries, including Australia, introducing compulsory self-isolation measures for international 
travellers in an effort to limit the spread. 
 
Despite the negative headlines there are positive signs. Progress has been made on the development of 
a vaccine with one vaccine having already progressed to human trials. Over 90% of confirmed cases have 
been within four countries - China, Italy, Iran and the Republic of Korea, and although devastating for the 
respective counties, has enabled time for health authorities elsewhere to both evaluate response 
measures and complete more effective preparations. Both China and the Republic of Korea are now 
seeing a declining epidemic showing that control measures can work. 
 
The impact on investment markets has been immediate. Equity markets have entered a bear market, 
having fallen over 20% since the highs set in mid-February with the S&P/ASX 200 Index declining by over 
30% and the S&P 500 Index falling by a similar amount. The credit spread between corporate and 
government bonds have also widened significantly, especially in riskier ‘high yield’ bonds, reflecting market 
concerns about the ability of borrowers to service debt. Credit markets have also begun to freeze with 
National Australia Bank and Macquarie Group Limited both deciding to withdraw the issue of new hybrid 
securities due to the market volatility.  
 
The Australian dollar, which is seen as a ‘risk-on’ currency due to Australia’s reliance on both commodity 
prices and China, has depreciated by over 6% against the US dollar. 
 
The oil price has also fallen significantly and experienced the largest one-day drop since the Gulf War as 
declining demand coincided with the news that major oil producers Saudi Arabia and Russia had failed to 
reach an agreement to curb production. Although usually a positive for global growth, the impact on oil-
export dependant countries is expected to outweigh any benefit to non-oil sectors due to the decline in 
global demand.  
 
Governments and Central Banks respond 
 
Monetary Stimulus 
Major Central Banks have taken steps to manage the impacts of the coronavirius: 

• Australia: in early March the Reserve Bank of Australia cut the Cash Rate by 0.25% to a record low of 
0.50%.  

• New Zealand: the Reserve Bank of New Zealand cut interest rates by 0.75% to 0.25%. 

• United States: the Federal Reserve cut the Federal Funds rate in early March by 0.50% and an 
additional 1.25% in mid-march to a target range of 0%-0.25%. A US$700 billion Quantitative Easing 
program was also announced.  

• United Kingdom: the Bank of England announced yesterday a cut to the Base Rate by 0.50% to a 
record low of 0.25%. 

• Eurozone: the European Central Bank (ECB) have yet to announce further monetary stimulus, however, 
is expected to follow the actions of fellow central banks. The ECB has less room to make further interest 
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rate cuts, with rates already negative and a quantitative easing program already underway.  

• China: in February, the People’s Bank of China cut interest rates by 0.10% on US$28.6 billion worth of 
loans offered via its medium-term lending facility. 

 
Fiscal Stimulus 
Australia 
The Australian Government has announced a $17.6 billion fiscal package to protect the Australian 
economy from the economic impacts of the Coronavirus and support consumer and business confidence, 
employment and business continuity. 
 
1. Delivering support for business investment – to assist Australian businesses and economic growth 

in the short term. 

• Increasing the instant asset write-off: lifting the threshold from $30,000 to $150,000 and expanding 
the eligibility to businesses with annual turnover of less than $500 million (up from $50 million) until 
30 June 2020. 

• Backing business investment: accelerating depreciation deductions. Businesses with a turnover of 
less than $500 million will be able to deduct 50% of the cost of an eligible asset on installation, with 
existing depreciation rules applying the remaining 50%, until 30 June 2021. 

 
2. Cash flow assistance for businesses – to help business retain employees and to improve business 

confidence. 

• Boosting cash flow for employers: helping small and medium-sized businesses (turnover less than 
$50 million) cover the costs of employee wages and salaries by providing a tax-free payment of 50% 
of PAYG withheld (minimum $2,000 payment and maximum $25,000 payment) from 1 January 2020 
to 30 June 2020. 

• Supporting apprentices and trainees: eligible small businesses can apply for a wage subsidy of 50% 
of the apprentice’s or trainee’s wage from 1 January 2020 to 30 September 2020. 

 
3. Stimulus payments to households to support growth – to assist approximately 6.5 million lower 

income Australians. A one-off $750 payment to social security, veteran and other income support 
recipients and eligible concession card holders which will be paid from 31 March 2020. 

 
4. Assistance for severely affected regions – $1 billion has been set aside to support regions and 

communities that have been significantly affected by the economic impacts of the Coronavirus, 
including those heavily reliant on industries such as tourism, agriculture and education.  

 
United Kingdom 
In a budget statement to Parliament, UK Chancellor Rishi Sunak announced a £30 billion fiscal stimulus 
package to support the British people, jobs and businesses. £18 billion of the stimulus package will be 
used for general spending to boost the British economy and £12 billion will be used to specifically response 
to the coronavirus outbreak.  
 
Key coronavirus-related measures include funding for the National Health Service, with £5 billion 
immediately available for a coronavirus emergency response fund; £500 million hardship fund to support 
vulnerable citizens; business rates abolished for one year for small businesses in heavily-hit sectors; and 
the Government will refund sick pay bills for small business (less than 250 employees) for up to 14 days. 
 
United States 
The White House and Democrats met yesterday to reach an agreement on a first tranche relief package 
to ease the impact of the coronavirus on the US economy, however, a deal has yet to be struck. 
 
  



3 

How investors should respond 
 
While markets are volatile, it is easy to feel worried. The hardest part is remaining disciplined and patient. 
Outlined below is our action plan for clients to navigate through periods of extreme market volatility. 
 
Actions that have already taken 
1. Regularly rebalance the portfolio back to your risk profile: to ensure that the portfolio is not exposed to 

unwanted risks and to also lock in profits. 
2. Maintain a buffer of safety: despite the low interest rate environment, holding a buffer of cash and term 

deposits has been a key strategy for client portfolios to provide a cushion against market downturns 
and to protect capital.  

3. Focus on quality investments: that generate stable cash flows to support distributions, which are not 
connected to the movements in asset prices.  

4. Diversification: across assets classes, industries, sectors and geographies. 
 
Actions to take 
1. Remain calm, speak to your Apt adviser: it’s important you speak to us before making any financial 

moves. Your adviser understands your long and short-term goals and will have been planning for these 
types of scenarios already, so they are best placed to explain any impact and discuss the best options 
and opportunities for you personally. 

2. Don’t try and time the market. Stay invested: the equity market bull run has been running for over 10 
years. Markets do not always go up. It will be volatile and even a well-constructed portfolio will not be 
immune to a market downturn. However, history shows that equity market will recover strongly from 
sudden drawdown events. The low interest rate environment driven by Central Bank monetary stimulus 
and Government fiscal stimulus provides support for a market recovery. 

3. Stick to the plan: focus on your long-term goals. Our investment approach is focused on the long term 
and designed so that your portfolio can ride out any downturns – including this one. Stay the course, 
despite how uncomfortable it may feel right now, it will prove to be better option when looking back five 
years from now. 

4. Take advantage of the weakness: market downturns provide buying opportunities to invest in long term, 
quality investments. 

 

Conclusion 
 
Uncertainty and market volatility will continue until the coronavirus is no longer classified as a pandemic 
by the World Health Organisation. Both global Governments and Central Banks are committed to taking 
the necessary actions to ensure that the financial system continues to operate and to cushion a slow-down 
in global economic growth. The Apt Wealth investment team, along with your adviser, have an action plan 
to navigate through the current investment environment to ensure we continue to meet your long term 
objectives 
 
 
Disclaimer 

This Research Update was prepared by Adam Bajcarz and approved by Sarah Gonzales on behalf of Apt Wealth Partners Pty Ltd (ABN 49 159 583 847 AFSL and 
ACL 436121). This report was prepared with freely available market information. 

This research update is intended as general information only and has been prepared without taking into account your particular objectives, financial situation and 
needs. Before making an investment decision based on the information contained in this research update, you should assess your own circumstance or consult your 
financial planner. 

Apt Wealth Partners, its directors, employees and associates are not liable for any loss or damage arising from reliance placed in the contents of this Research Update. 
To the extent permitted by law all such liability is excluded.     

 


