
 

April 2020 — Over the Horizon Market Commentary by David Offer 
 

After 5 weeks of working remotely, we are pleased to advise that all Horizon staff are now back and working from the 
Horizon office.  It has been an interesting exercise to see just how easy it was to transition away from working in an office 
environment to working remotely.  New communication technologies like Zoom and Google Hangouts have proven to be 
transformational, allowing easy face to face video contact and sharing of computer screens between staff remotely.  It 
appears that this has been a similar experience found almost universally around the world.  It will be interesting to see 
just how much the COVID-19 working remotely experience changes the day to day operations of businesses into the 
future.       
 
At the time of writing this letter, there are just 6 cases of COVID-19 in Western Australia and no sign of community 
transmission.   WA does appear to be on the verge of eradicating the virus and this appears to be a similar situation in 
most other Australian States.  This exceptional outcome is testament to all levels of government working collaboratively 
together.  With all ‘fingers and toes crossed’ we hope the eradication of COVID-19 is the outcome in Australia over the 
next few months. 
 
A recent presentation by fund manager Fidelity summarised why Australia is proving to be once again the lucky country. 
 

 
 
However, we can’t help but feel that Australia has made our own luck in this instance.  Looking abroad, it is clear many 
comparable nations are either failing in containing COVID-19 or having to adjust to living with COVID-19 as part of daily 
life.   For much of the world, the best outcome appears to be a ‘flattening of the curve’ so as to avoid medical facilities 
being overrun.   
 
America is one example of a nation attempting to return to work and some normality despite the virus still being 
prevelent.  This gives rise to the likely scenario of another round of broad based community infections.  It would be 
highly demoralising for the citizens of any country to just emerge from a lockdown only to be forced back into another 
full scale lockdown as the virus once again takes hold.  One wonders that, if confronted with this scenario, whether 
Americans would be prepared to do so.   It appears probable that the virus will suppress economic activity in many 
countries for some time to come. 
 
To compound the problem, there is no clear evidence that for those who contract COVID-19 that they will be provided 
with long term immunity from reinfection.  A lot is riding on discovering a vaccine for this virus!  It will be a long time 
before Australians once again head overseas for work or a holiday. 

We expect that the Australian economy will recover in the second half of the calendar year as we return to normality, 
bouyed by massive and unprecedented Federal government stimulus.  However, it is likely our sharemarket will continue 
to be influenced by a challenging global outlook.  Share market gyrations will continue as investors wrestle between a 
reasonable domestic outlook and lack of alternative investment options versus severe ongoing global health and 
economic challenges. 

 



 

 
A feature of any unexpected economic shock is a large number of capital raisings as companies rush to strengthen 
corporate balance sheets.  Since the start of the COVID-19 pandemic, companies listed on the ASX have so far raised 
approximately $15 billion.  While a far cry from the $100 billion raised during the global financial crisis, it is still significant 
and a number of companies held in our portfolios have ‘rattled the tin’.  In the main, it is important to participate in 
these raising as failure to do so will result in dilution of one’s investment in the company raising funds.  This is where one 
ends up with propotionally less shares in the company concerend and as such entitled to a smaller share of the 
company’s profits going forward.  History has shown that in most instances, once the capital raising has concluded, share 
prices generally rebound.  This can be due to the following reasons; 

 At the time of the capital raising, existing investors will often sell shares on market at any price above the issue 
price to take up new shares at the lower issue price. 

 The company raising capital has often been sold down heavily before hand over balance sheet concerns and that 
once capital has been raised, these concerns generally abate. 

 Companies that are required to raise capital generally take the opportunity to make the hard internal decisions 
to reduce costs and this can lead to a more rapid recovery in profitability. 

As such, participating in company capital raisings is generally an opportunity to average down in a company.  We strongly 
urge you to take up your additional share entitlements as and when we bring them to your attention. 

Please continue to stay safe.  With all Horizon staff now back in the office, please do not hesitate to contact our normal 
office number should you wish to discuss any matters pertaining to your portfolio. 

David Offer   
Investment & Financial Advisor 
phone: 08 9791 9188 
fax: 08 9791 9187 
email: david.offer@horizonis.com.au 
website: www.horizoninvestmentsolutions.com.au 
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