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Market Update – January 2020 

Global investment markets show caution as concern grows over spread of coronavirus 
 

After an upbeat ending to the fourth and final quarter of 2019, in which most global equity indexes posted double-digit returns, 

global investment markets demonstrated less appetite for risk in the first month of the new year.  

The outbreak of coronavirus emerged as a source of concern for investors, offsetting the optimism about the US-China trade 

deal, which had already been ‘priced in’ to markets (meaning that share prices had already reflected the news). At the time of 

writing (5 February) more than 24,000 people had been infected in mainland China, with dozens of confirmed cases also being 

reported across Asia, as well as isolated instances in North America, Europe, and Australia. Considering the cancellation of 

flights, conferences, and business travel, the economic impact of such a quarantine can be significant – hence a shift away from 

equities and to ‘safe haven’ assets, including bonds, the Japanese yen and US dollar. 

Encouragingly, however, fears of a near-term recession appeared to lessen, with global economic data continuing to show signs 

of improvement and central banks – e.g. the US Federal Reserve (Fed) and the European Central Bank (ECB) – expected to 

further extend policies intended to encourage economic growth.  

Overall for the month, US Treasury and euro bonds showed the largest returns. Equities generally were down, with the S&P 500 

ending January much where it started, and emerging markets losing the most. 

UK 

Following a period of investor enthusiasm in December over the results of the general election, the possibility that the UK may 

still see a ‘hard Brexit’ returned. The UK has until the end of this year to negotiate a new free trade agreement with the EU, and 

the element of risk and uncertainty that remains led to a rocky month for sterling. On the positive side, the economic data 

released in January showed solid improvement in terms of employment growth and manufacturing numbers. Both the FTSE 100 

and more domestically focused FTSE 250 indices lost 3.3% for the month. 

US 

The news of a ‘Phase One’ trade deal buoyed equity markets around the world in December, but as is often the case after the 

festive season, January brought with it a dose of cold reality. While the mid-month signing of the deal was certainly welcome, the 

fact remained that the tariffs that remain in place are significant, and the US and China trade representatives will have their work 

cut out in the next round of negotiations. Economic growth appeared to remain steady, with data released in January showing 

Q4 annualised GDP growth of 2.1%. While manufacturing has been weak, the services sector and consumer sentiment 

remained positive, and corporate earnings for the quarter have been better than expected. The FTSE North America index was 

up 0.3% for the month in USD terms (0.7% in GBP).  
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Europe 

Economic growth in the Eurozone remained sluggish but positive, with GDP coming in at 0.1%. Equities were down by 1.6%, as 

measured by the FTSE Developed Europe (excluding UK) index, especially those sectors most affected by interdependence with 

China. Inflation moved higher but remains well below the ECB’s target of 2%. Manufacturing data showed significant 

improvement in January (according to the Eurozone Markit Composite PMI data released on 5 February). 

Asia and Emerging Markets 

Despite the initial enthusiasm over a US-China trade deal, Asian and emerging markets were down in January on fears of the 

economic impact of the coronavirus. The FTSE Japan index lost 1.2%, the FTSE Asia Pacific (excluding Japan) index fell by 

3.2%, and the FTSE Emerging index was down by 4.1% in total returns sterling. As Chinese authorities delayed the reopening of 

factories after the lunar new-year holiday, the region saw a knock-on effect in manufacturing and subsequent commodity 

demand. Emerging economies were further hampered by currency weakness.  

Global bonds 

In a more risk-averse market environment, yields on global government bonds generally fell (i.e. prices rose). Yields on 

corporate bonds also moved lower overall, although with the exception of UK corporates, they underperformed government 

bonds. The US Fed, the ECB, and the Bank of England all left interest rates unchanged and are not expected to make any 

significant rate changes in the near future. 

Commodities 

The price of Brent crude oil fell 11.9% in January as demand weakened.  Industrial metals and agricultural commodities also 

moved lower while on the positive side, gold and silver prices ended the month higher. 
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Should I make any changes to my investments? 

 

Everyone’s circumstances are different and we aren’t able to give you advice on what is appropriate for you. As always, if you 

are considering your own position, you should remember why you invested in the first place and consider the lifespan of your 

investments. Most importantly, you should seek financial advice before making any changes to your investments. 

 

One way in which you can help reduce the impact of any market volatility is to spread your investments across different asset 

classes and regions. For more information about investing across different asset classes take a look at our An introduction to 

diversification in multi-asset funds guide. 

 

Remember that before making any changes to your investments, you should seek financial advice. If you don’t have a financial 

adviser, you can find one local to you by visiting find a financial adviser, which is responsible for promoting financial advice in the 

UK. 

 

All figures quoted are in sterling terms to 31 January 2020 unless otherwise stated. 

 

The information contained in this article has been derived from sources which we consider to be reasonable and appropriate. It 

may also include our views and expectations, which cannot be taken as fact. 

 

Investment markets and conditions can change rapidly and, as such, the views expressed in this Update should not be 

taken as statements of fact nor be relied on when making investment decisions. Forecasts are opinions only, can not 

be guaranteed and should not be relied on when making investment decisions. 
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