
 

COVID-19: How What we Know can Help Us 
By Jeff Elliott, PhD., CFA 
 
In my previous blog, I outlined several of the key facts and unknowns related to the current global 
pandemic, including potential treatments and the results of possible health policies aimed at allowing a 
return to “normal.” At Signature, the examination and discussion of these issues has formed a key part 
of our investment outlook, helping us to identify risks and opportunities as the markets react to this 
unprecedented set of circumstances.  
 
As I explained, we don’t know how well the various re-openings will work and what pace is the right 
pace to balance economic recovery without tipping countries or regions back into lockdown. In our view, 
this will have do be done slowly or else there will be accidents and outbreaks, and this is probably where 
we are a little more cautious than the market seems to be right now. 
  
It is difficult to imagine a scenario that doesn’t result in decreased economic activity for a significant 
period, particularly if additional lockdowns are necessary. There are also knock-on effects from the 
lockdowns in terms of the ability of governments to fund stimulus programs and the longer-term 
economic impacts of those programs. The current set of fiscal and income support policies drafted in 
haste in March are premised on COVID-19 being a temporary shock and will expire unless politicians act 
to extend. 
 
The potential for global spillovers as the virus lingers should also not be ignored, from things like: 1) 
damage to emerging market economies and potential for defaults, as they go through their own health 
emergencies and take economic hits from decreased tourism and depressed commodity prices; or 2) the 
risk to Eurozone stability as sovereign balance sheets are stressed, raising debt sustainability issues; or 
3) further deterioration of China/U.S. relations as both countries try to shift blame for the pandemic – 
which risks accelerating deglobalization slowing growth structurally. 
 
If we assume that the virus is here for a while, a sharp drop in consumer confidence needs to be priced 
in by the market. We question whether people are going to rush back to shop in malls or to take flights 
until there is greater certainty and comfort around a path to a vaccine. A complicating factor is the 
potential undermining of confidence in government assurances if clear policy mistakes are made (e.g. if 
aggressive re-openings in the U.S. results in a true second wave).  
 
There are also likely some fundamental changes to the economy as a result of our experience with this 
pandemic (things like the willingness to work from home) and we are gearing our portfolios toward 
some of those themes now. In recent weeks we have shifted to a more defensive asset mix by reducing 
overall equity exposure and raising cash as the rally of the S&P 500 Index above 2900 feels too far too 
fast to us, given the uncertainty surrounding the forward path of both the virus and the economy.  
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But we have also been tilting our portfolios to benefit from some of the longer-term structural trends 
we expect to emerge or to accelerate in the post-crisis world. This has included increasing exposure to 
both health care and technology. Within health care we have added to our pharma exposure as 
pharmaceutical companies emerge as part of the solution to the current crisis and as multi-year anti-
pharma political headwinds subside. In the broad technology and digitization space we continue to see 
winners from both accelerated adoption of work from home technologies, such as video conferencing 
and video gaming, as well as the accelerated brick and mortar disruption from e-commerce on a global 
basis. 

 What do we need to know? 
There are several signposts or catalysts that would give us comfort that we have a visible path to 
sustained recovery. We need to find an acceptable balance between human health and economic 
“liberation,” so anything that changes that balance would make us more positive: 
 

• Evidence that aggressive re-opening of economies doesn’t cause significant new outbreaks 
would be a positive sign, but this is essentially trying to disprove a negative and to a certain 
extent the market seems to be assuming this already.   

 

• Any data that demonstrates that COVID-19 isn’t as fatal as it seems, or that the at risk 
population can be accurately defined and protected, allowing the “less at risk” population to 
really re-engage in the economy would also be positive – however implementation of policies 
around will be difficult.  
 

• Any drug or medical treatment (including the successful development of a vaccine) that clearly 
reduces the health costs of COVID-19 would also shift that balance and we believe could be the 
single biggest catalyst for improvement in sentiment. 

  
The path forward 
We have a great deal of confidence on two aspects of the path forward. Firstly, we are not done with 
the virus and we will have to deal with it and the impacts on the economy until a vaccine is developed. 
We believe this will drive sentiment and sentiment may be volatile as things progress. Secondly, we will 
get through this. Human ingenuity and the knowledge and technology we have at our disposal will find a 
solution. We may just have to wait for a while for it. 

 
Sources:  Bloomberg Finance L.P. and Signature Global Asset Management. 
 
IMPORTANT DISCLAIMERS 
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 
investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values change 
frequently and past performance may not be repeated. 



 

 
Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that 
are predictive in nature, depend upon or refer to future events or conditions, or that include words such as “may,” 
“will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other similar 
expressions. Statements that look forward in time or include anything other than historical information are subject 
to risks and uncertainties, and actual results, actions or events could differ materially from those set forth in the FLS. 
FLS are not guarantees of future performance and are by their nature based on numerous assumptions. Although the 
FLS contained herein are based upon what CI Investments Inc. and the portfolio manager believe to be reasonable 
assumptions, neither CI Investments Inc. nor the portfolio manager can assure that actual results will be consistent 
with these FLS. The reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless 
required by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation 
to update or revise FLS, whether as a result of new information, future events or otherwise. 
 
This document is provided as a general source of information and should not be considered personal, legal, 
accounting, tax or investment advice, or construed as an endorsement or recommendation of any entity or security 
discussed. Every effort has been made to ensure that the material contained in this document is accurate at the time 
of publication. Market conditions may change which may impact the information contained in this document. All 
charts and illustrations in this document are for illustrative purposes only. They are not intended to predict or project 
investment results. Individuals should seek the advice of professionals, as appropriate, regarding any particular 
investment. Investors should consult their professional advisors prior to implementing any changes to their 
investment strategies.  
 
The opinions expressed in the communication are solely those of the author and are not to be used or construed as 
investment advice or as an endorsement or recommendation of any entity or security discussed. 
 
Certain statements contained in this communication are based in whole or in part on information provided by third 
parties and CI Investments Inc. has taken reasonable steps to ensure their accuracy. Market conditions may change 
which may impact the information contained in this document. 
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