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Markets have been trying to digest the impact of Covid-19 on 
economic activity and government policy. This is hard. The financial 
impact will be a function not only of the spread and lethality of the 
virus, but on the response of people and governments to the threat 
the virus poses to public health. 
 
Markets are essentially trying to assess the outcome of two (still evolving) policies with opposing 
economic impacts – public health measures on the one hand, and monetary and fiscal stimulus 
on the other. The fiscal response has been variable in both size and focus; the monetary 
response, meanwhile, has been huge. 
 

Despite meaningful stimulus measures being delivered (with more anticipated), the speed of the 
market moves has been astonishing, further fuelled by the collapse in the price of oil. Equities 
have fallen up to 35% from their January highs1; credit spreads are back to levels not seen since 
2012 (and are quickly pushing through this); and core government bond yields fell to new lows. 
The feedback loop between volatility-sensitive strategies and higher experienced volatility has 
been particularly intense. This has led to ETFs, for example, trading multiple percentage points 
below NAV. 
 

Resulting portfolio activity in our multi-asset funds has been based on an overarching 
understanding that the impact of Covid-19 on economic activity is severe, but temporary – but 
the depth and duration are unknown. Valuations are cheap, but not so cheap as to drive a 

 

 

 
1 Bloomberg, 18 March 2020. 



meaningful increase in our risk appetite at this juncture. Rather, we have maintained or raised 
cash and are gradually nibbling into our favoured asset classes and taking profit in areas such 
as long duration that have done well. 
 

Portfolio 
In the TLux Global Multi Asset Income Fund, this has meant running cash at historically high 
levels – 9.8% today2 – while keeping equity exposure in Japanese and US equities via futures. 
Although a cyclical market, Japanese firms are trading at ultra-cheap price-to-book (near an 
historical low of 1), which should lock in asymmetric upside gains. US equites, meanwhile, are 
now pricing in a deep and extended recession that we do not currently anticipate, while also 
providing our clients with more exposure to quality global businesses with strong balance 
sheets. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
2 Columbia Threadneedle Investments, 18 March 2020. 



 

 
 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
 

Important information: For internal 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. 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. Threadneedle (Lux) is an investment company with variable capital (Société d’investissement à capital variable, or “SICAV”) 
formed under the laws of the Grand Duchy of Luxembourg. The SICAV issues, redeems and exchanges shares of different classes. The 
management company of the SICAV is Threadneedle Management Luxembourg S.A, which is advised by Threadneedle Asset 
Management Ltd. and/ or selected sub-advisors. Certain sub-funds of the SICAV are registered in Austria, Belgium, France, Finland, 
Germany, Ireland, Hong Kong, Italy, Luxembourg, the Netherlands, Singapore, Spain, Sweden, Switzerland and the UAE; however, this 
is subject to applicable jurisdictions and some sub-funds and/or share classes may not be available in all jurisdictions. Shares in the 
Funds may not be offered to the public in any other country and this document must not be issued, circulated or distributed other 
than in circumstances which do not constitute an offer to the public and are in accordance with applicable local legislation. Het 
compartiment is op grond van artikel 1:107 van de Wet op het financieel toezicht opgenomen in het register dat wordt gehouden 
door de Autoriteit Financiële Markten. / Pursuant to article 1:107 of the Act of Financial Supervision, the subfund is included in the 
register that is kept by the AFM. Threadneedle (Lux) is authorised in Spain by the Comisión Nacional del Mercado de Valores (CNMV) 
and registered with the relevant CNMV’s Register with number 177. Shares in the Funds may not be offered, sold or delivered directly 
or indirectly in the United States or to or for the account or benefit of any “U.S. Person”, as defined in Regulation S under the 1933 
Act. 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. Please read the Prospectus before investing. 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. Subscriptions to a Fund may only 
be made on the basis of the current Prospectus and the Key Investor Information Document, as well as the latest annual or 
interim reports and the applicable terms & conditions. Please refer to the ‘Risk Factors’ section of the Prospectus for all risks 
applicable to investing in any fund and specifically this Fund. Documents other than KIIDs are available in English, 
French, German, Portuguese, Italian, Spanish and Dutch (no Dutch Prospectus). KIIDs are available in local languages. Documents can 
be obtained free of charge on request by writing to the management company at 44, rue de la Vallée, L-2661 Luxembourg, Grand 
Duchy of Luxembourg, from International Financial Data Services (Luxembourg) S.A. at 47, avenue John F. Kennedy, L-1855 
Luxembourg, Grand Duchy of Luxembourg, from www.columbiathreadneedle.com and/ or from: in Austria from Erste Bank, Graben 
21 A-1010 Vienna; in France from CACEIS Bank, 1/3 Place Valhubert, 75013 Paris; in Germany from JP Morgan AG, Junghofstr. 14, 
60311 Frankfurt; in Sweden from Skandinaviska Enskilda Banken AB (publ), Kungsträdgårdsgatan, SE-10640 Stockholm, Sweden; in the 
UK from JP Morgan Worldwide Securities Services, 60 Victoria Embankment, London EC4Y 0JP. In Switzerland, the above documents 
and the instrument of incorporation are available on request from our representative and Paying Agent in Switzerland, RBC Investor 
Services Bank S.A., Eschsur-Alzette, Zurich branch, Badenerstrasse 567, PO Box 1292, 8048 Zurich. Threadneedle Management 
Luxembourg S.A. Registered with the Registre de Commerce et des Societes (Luxembourg), Registered No. B 110242 44, rue de la 
Vallée, L-2661 Luxembourg, Grand Duchy of Luxembourg. 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 Counterparties and no other 
Person should act upon it. In the UK issued by Threadneedle Asset Management Limited. Registered in England and Wales, Registered 
No. 573204, Cannon Place, 78 Cannon Street, London EC4N 6AG, United Kingdom. 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. 
columbiathreadneedle.com                    03.20 | 3001653 


