
A conversation with Irish Life Investment Managers 

Welcome to Embracing Investments. In this edition, we interview Niall O’Leary, who is ILIM’s Head 
of Bonds and Chief Strategist. 

The relentless and uncertain path of Coronavirus continues to leave a trail of death and chaos in 
its wake. The epicentre of the outbreak may have moved away from Europe to the US and South 
America but every day the total number of people either catching the virus or dying from it is rising. 
While Ireland has the spread of the virus under control, for now, the total number of daily new 
cases globally is rising faster than ever. Worryingly, countries coming out of lockdown are now 
seeing case numbers rising again. Stock markets, however, remain confident that we are moving in 
the right direction and the worst is behind us. But it would be fair to say Coronavirus has impacted 
on people’s confidence around investing as concerns about the shorter term effects on investments 
and the longer term impact on retirement savings and pension nest eggs remain. 

Niall share’s his thoughts on the performance of markets to date, the trends in Coronavirus global 
case count and the threat from a second wave, as well as how markets are interpreting the level of 
government support and finally, what happens if there is a change in US president later this year. 

IT’S BEEN A PRETTY CRAZY YEAR SO FAR WITH CORONAVIRUS RESPONSIBLE FOR 
MILLIONS OF PEOPLE GETTING ILL AND UNFORTUNATELY HUNDREDS OF THOUSANDS 
DYING. ALONGSIDE THE HUMAN TRAGEDY OF IT HAS BEEN THE BIGGEST AND 
QUICKEST FALL IN STOCK MARKETS SINCE RECORDS BEGAN FOLLOWED BY ONE OF 
THE SHARPEST RECOVERIES. WHERE ARE STOCK MARKETS AT NOW? 

Yes, it has been a unique period in many respects probably best captured by the extraordinary levels of 
uncertainty caused by the outbreak and spread of Coronavirus not just in stock markets but in how we live 
our lives. It is not often we are witness to an event that can impact so many people in so many ways. From an 
investment perspective, you are right, markets fell over 32% in quick order as markets struggled to understand 
the virus. However, as government supports and national lockdowns to control the spread kicked in, they 
began to recover. All told stock markets are down about 6% to the end of June but that figure remains volatile 
with 2-3% swings on a daily basis not uncommon.

MARKET UPDATE
INTERPRETING THE COVID 19 THREAT



OK, SO NOT OUT OF THE WOODS YET. WE KNOW WHAT CAUSED THE FALL, WHAT IS 
DRIVING THE RECOVERY AS CORONAVIRUS REMAINS WITHOUT A VACCINE FOR THE 
FORESEEABLE FUTURE?

Well if you look at it in terms of geography, each economy has its own story to tell.  Despite accounting for 
over 25% of Coronavirus cases worldwide and concerns over the easing of lockdowns in some states, the 
US has benefitted from a combination of support from its central bank, the Federal Reserve, large spending 
programs by the government and also by the fact that technology stocks have been so resilient and make up a 
big part of the US stock market…well-known companies like Amazon, Google and Apple for example. The UK 
by contrast has been one of the worst performers having been late to apply a lockdown solution, the cloud of 
Brexit still lingers in the background and there are also signals of intent to remove government supports earlier 
than in other countries. Broadly speaking though, any recovery has been underpinned by a combination of 
governments promising a high degree of financial support, central banks indicating that they will keep interest 
rates low for a prolonged period of time, the re-opening of economies and signals that progress is being made 
towards a vaccine.

If you look at it in terms of different types of investments, equities have been impacted the most and remain 
in negative territory in every major economy with the US doing best for the reasons I mentioned. In contrast, 
government bonds have been more positive, albeit in a small way. For example, longer term Eurozone 
government bonds are up over 4.5% this year.

RIGHT, SO THIS IS THE BIT THAT IS CONFUSING TO MANY. IF YOU LOOK AT THE NEW 
CASES OF CORONAVIRUS AND THEY ARE REACHING NEW HIGHS AT A TIME WHEN 
STOCK MARKETS ARE GOING UP. THEY SEEM TO BE RISING FOR THE SAME BASIC 
REASON THAT THEY FELL IN THE FIRST PLACE. WHAT IS GOING ON THERE?

Yes, that is a fair point. I believe there are some key differences between the initial outbreak and where we are 
now. The first places to get impacted were some of the largest economies in the world – China, Europe and 
more recently the US. When those economies shut down, it had a profound impact on global growth and as a 
result, stock markets reacted negatively. As lockdown kicked in and new case numbers stabilized, markets got 
more comfortable with the long term outlook. 

The most recent drivers of rising case counts are in places like South America whose economies have a smalle 
impact on global growth, albeit the US case count has also re-accelerated in states like Texas, Arizona and 
Florida where restrictions had been eased. So while the numbers rise in terms of the human toll, the potential 
financial toll is lower. Clearly, if a material second wave of Coronavirus was to break out in those major 
economies again, it could be a perfect storm in terms of both the human and financial impact.

Finally, we also cannot lose sight of the impact of central bank activity.  Across the globe the central banks 
of the largest economies have cut interest rates and announced programmes designed to ensure that 
governments can pay their debts.  They have also put in place programmes to reduce the risk of corporate 
failures and these actions give confidence to the market – confidence to look through the immediate trauma of 
the impact of the virus and to the recovery phase.

IS THE SITUATION IN THE US NOT STILL A CONCERN?

Yes, it is. One of the key measures followed widely is the number of hospitalisations and that number continues 
to rise in the US. It is unclear at what point certain states will reach the tipping point where their health systems 
can no longer cope. There will be a big focus on states like Texas, which alone constitutes almost 10% of the 
US economy, and where the governor has halted the phased reopening due to a new wave of the virus. Yes, 
testing is on the rise across the country and this is uncovering more and more cases, but at the same time states 
are insisting on re-opening their economies. It is definitely a situation we, and other investors, are watching 
closely.
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Warning: Past performance is not a reliable guide to future performance.

Warning: Investments may go up as well as go down.

SO, IS IT THE CASE THAT WE SHOULD ALL SIMPLY BE INVESTING IN LONGER TERM 
EUROZONE GOVERNMENT BONDS?

No, if only it was that simple. Yes the European Central Bank, the ECB, has committed to an unprecedented 
level of support and in a variety of ways but in any environment, especially one as uncertain as this, it is 
crucial not to be exposed to any one asset class over the longer term, no matter how attractive it may look in 
the shorter term. Yes, bonds have performed well in this uncertain environment but we have also seen the 
performance power of equities when the market has confidence and belief. Over shorter periods of time that 
can be a double edged sword but we know over time the trend in equities is up. So, each brings a different 
benefit to the table and a savvy investor would want to have exposure to both. The same is true for other asset 
classes like property or alternatives. They will all have a different journey through times like these and trying 
to pick the best one, and more dangerously, combine that with trying to cherry pick the best time…often ends 
badly with investors buying high only to sell in the future at a lower price.

DONALD TRUMP IS UP FOR RE-ELECTION IN NOVEMBER. ELECTION YEARS ARE 
USUALLY BUMPY FOR STOCK MARKETS AND I WOULD NOT EXPECT THIS ONE TO BE 
ANY DIFFERENT. WHAT ARE YOUR THOUGHTS ON THE OUTCOME?

Well, the polls firmly indicate that Biden is the clear favorite at the moment with a probability of over 60% that 
he is the next president. Many would see a Biden win as a good outcome for the US, as it is likely to result in 
a more diplomatic approach to foreign policy, but markets would not be as big a fan of a Biden presidency as 
they would be of Donald Trump. That is because some of the measures in Biden’s manifesto call for higher 
wealth taxes and corporation taxes, which would not be received well by the stock markets. Ideally, a split 
congress would give the Republican Party enough power to soften some of those measures. If Trump remains 
in office however, there are other obvious concerns, the biggest of which is that he won’t be up for election 
again in 4 years’ time, perhaps freeing him up to pursue some of his less popular policies.

This document does not constitute investment advice and has not been prepared based on the financial needs or objectives of any 
particular person, and does not take account of the specific needs or circumstances of any person. The author cannot make a personal 
recommendation for any person and you should seek personal investment advice as to the suitability of any investment decision or strategy 
to your own needs and circumstances. 


