
 

March 2020 — Over the Horizon Market Commentary by David Offer 
 

Global share markets have been at the pointy end of an extraordinary month as the Covid-19 virus impacts nearly every corner 
of the globe.   
  
With so much going on, it is hard to put a coherent monthly letter together … so I apologise for the length of this letter!  
Stating the obvious, we are in unchartered waters at this time.  Nevertheless, we need to have a view and outlook to provide 
structure for subsequent investment decisions made.  Thankfully, given the extreme circumstances we presently face, we 
consider (at least for Australia) there are some grounds for cautious optimism. 
  
Horizon’s Operations 
  
With the exception of Stefany Grant and Monica Theron, who will continue to staff our office, we are now all working 
remotely.  As you may be aware, Stefany will go on maternity leave at the end of this month. Thank you Stef, congratulations, 
and all the best for your upcoming birth!  As such, I take this opportunity to introduce you to Monica who will be taking over 
from Stef. 
 
Monica will be at the office during market trading hours which, with the conclusion of East coast daylight saving, is now 8am to 
2pm.  Please note that during this period the front door, which we share with other businesses, will be locked.  You can still 
receive or deliver documents to our office though please call ahead on the usual office number (08) 9791 9188 and Monica will 
meet you at the front of the building. 
 
For the rest of us, we can now be contacted on Skype numbers until further notice; 
 
David Offer  08 6102 4775 – Investment / portfolio queries 
Graham Oates  08 6102 8121 – Investment / portfolio queries 
James Cawdell  08 9467 9824 – Centrelink / administration / fund transfers 
Christa Pawlowski 08 9468 0106 – Client onboarding 
Tanya Stevens  08 9468 0092 – Office administration matters 
 
When using Skype, if you call through and it cuts out, it is likely that your call has been received and that we are on another 
call.  Please allow us some time to return your call before attempting to call through again.  Alternatively, please call our office 
and an email will be sent requesting for your call to be returned. 
 
As a general comment, we are finding working remotely to not be a negative experience.  Our home computers mirror our 
office computers, which we are working on via VPN connections.  We have a daily video conference with all staff members to 
run through various matters and when we need to speak to each other we do so via a video connection.  As such, we are in 
regular contact and do not feel isolated from each other.  It is a similar situation in our Sydney office, where approximately 5 
staff remain in the office to do core functions such as the mail, reception and maintaining computer systems, with the 
remaining 20 staff successfully working remotely. 
 
  Covid-19 Pandemic 
  
Thus far, Australia has weathered the pandemic extremely well.  If the dire health expert predictions made just 3 weeks ago in 
mid-March had materialised, Australia would presently have more than 25,000 cases of infection.  Instead, at the time of 
writing, we are closer to 6,000.  Further, approximately 80% of cases can be directly traced to returned overseas travellers, 
their immediate family or health professionals treating them.   



 

 
more advanced with the rate of infection were dealing with the crisis.  This varied from countries like America, with its 
administration initially asserting it was not an issue, others like England trialling herd immunity, stringent controls being 
imposed in Singapore, through to China welding doors to constrain people to their apartments!  In Australia, we are blessed 
with space, good technology and IT infrastructure, as well as the virus hitting our shores on a shoulder season as compared to 
the middle of summer (when it would be harder to restrict human interaction) or winter (when it is easier to transmit the 
virus).  Using these advantages, it appears that both our Federal Government and State Governments are doing an amazing job 
at taking the necessary steps to curtail the virus … as is the Australian population with the majority clearly respecting the need 
to follow social distancing. 
 
It is clear that flattening of the curve is occurring.  Particularly heartening to see that, as the number of people tested in 
Australia increases, this is not revealing any marked increase in numbers of Covid-19 infections. It now appears realistic that 
the number of active cases of Covid-19 in Australia may soon fall.  This tells us that widespread community transmission is not 
occurring at this time.   
 
While not publicly stated (perhaps to keep the public on side in respecting social distancing and related laws), it may appear 
that the goal of both Federal and State Governments is to eradicate the virus from Australia.  Simply slowing the rate of 
infections will not suffice as at the current low rate of infection it will only be when a vaccine is developed that we can be free 
of the virus.  The Federal Government simply cannot afford to continue spending in the manner it has for the next 18 months.  
 
How Australia dealt with the Spanish flu of 1919 shows that eradication of Covid-19 is possible.  However, the key lesson 
learned in 1919 was not to remove social distancing too soon.  Australia was on top of the virus but easing containment 
policies too quickly saw a secondary wave of infections that was larger than the first.  Putting up with inconvenience for a 
month or two now could see a rapid return to normality.  The alternative is that the present becomes the new normal but with 
a diminishing safety net as Federal Government coffers become depleted. 
 

 



 

 

 
We are optimistic that locally, Western Australia will get on top of the virus quickly and that we could eradicate it.  This is 
particularly due to the steps the State Government is taking to restrict people into our State as well as imposing regional 
boundaries and that broader testing will soon aggressively screen the few that are allowed in.  The WA Department of 
Health website provides useful information on tracking the spread of the virus, including a heat map showing where virus 
infections have occurred - https://ww2.health.wa.gov.au/Articles/A_E/Coronavirus .  We are also cautiously optimistic 
that the rest of the country will also successfully overcome the virus, though we expect this may take a few more 
months, given the population densities of Sydney and to a lesser extent Melbourne. 
 
China is an extreme example of how a nation can quickly address the Covid-19 pandemic.  In just one-month China (albeit 
with extreme measures) turned the tables with most new infections in the last month stemming from infected Chinese 
returning home from overseas.  Based on the spike in funerals in Wuhan Provence, some experts suggest that the 
number of reported Covid-19 cases could have been understated by a factor of between 15 – 40 times.  If so, this makes 
Chinese efforts to curtail the virus even more successful.  This gives cause for optimism for Australia, with our timely 
efforts to try and defeat the virus. 

 



 

 
Unfortunately, this optimism is not shared for much of the rest of the world.  The world’s economic engine room America 
is in massive strife with the worst to come (probably around mid-month).  Europe is not much better.  One shudders to 
think how more impoverished nations such as India, Indonesia and African countries will deal with the virus.  There is 
going to be a lot of sobering imagery on TV over the next few months as countries less fortunate than ours struggle and, 
in many instances fail, to deal with the virus.   
  
Good luck to Japan in endeavouring to hold the Olympics in 12 months’ time, particularly if a vaccine is not widely 
available.  Who could imagine the people of Japan welcoming masses of people into their country from places still 
infected with the virus?  Equally, that virus free countries would allow athletes and spectators to mix with potentially 
infected people? 
  
Economy 
  
How the Australian economy fairs will depend on how quickly we eradicate the virus; initially domestically and then to a 
lesser extent globally.  History has shown that economies generally bounce back quickly from sudden shocks … albeit 
generally with a stubbornly higher unemployment rate that is difficult to reduce.  This remains our expectation. 
  
The Federal Government’s stimulus packages to carry the national economy through this period are unprecedented. By 
the end of March, the measures announced totalled $213.6bn in direct, on-budget spending and can be summarised as 
follows; 
  

 12 March – a $17.6bn stimulus package including $4.76bn in $750 payments to welfare recipients and $6.7bn to 
businesses for wage subsidies. 

 22 March –  a second major economic rescue package worth $66bn including a $550 Covid-19 supplement to 
jobseeker payments and a second $750 payment to welfare recipients. 

 30 March – a $130bn third support package, including a $1,500 fortnightly JobKeeper payment for employers to 
pass on to employees to keep them in work, and extending eligibility for jobseeker payments. 

 
In addition, the Reserve Bank of Australia announced a $90bn three-year funding facility to help banks continue to lend 
to business, and the Federal government contributed $15bn skewed to smaller banks and non-authorised deposit-taking 
institution lenders.  Finally, State governments also announced $12.8 billion in spending and relief packages. 
 
These packages are intended to be supportive in nature.  However, if Australia gets on top of the virus quickly, these 
initiatives could quickly become highly stimulatory.  For example, with respect to the Federal Government’s $130 billion 
JobKeeper Payment, if businesses adversely impacted by the virus such as restaurants, bars and retail businesses are able 
to open earlier than expected in (say) July, they will receive 3 months of largely free labour as the Federal Government 
will pick up the tab.   We consider this a realistic prospect. 
  
The key issue for Australia, as will be for much of the world, is how quickly and successfully we can adapt to be a more 
inwards facing economy when the trend for decades has been towards globalisation.   
  
Human Beings generally dislike change.  What is astounding is the magnitude of change we have been willing to 
undertake as a population on mass in just a couple of weeks.  This gives some comfort that Australia will be able to adapt 
to a more localised economy for the next few years; aided in no small part by the fact that our largest trading partner 
China continues to function. 
 

 



 

 
While a lot of (virus free) water still needs to pass under the bridge, an interesting thought that could play out in the 
second half of the year is whether borders between virus free countries open up.  If so, and on making the not 
insignificant assumption that we become virus free, countries like Australia and New Zealand could become a key 
destination for the massive inbound Chinese tourism market.      
 
Investment Markets 
 
The chart below shows that the March sell-off has been the most rapid experienced in the last 100 years. 
 

 
 
At the time of writing, the All Ordinaries index is trading at 5,218 points.  For 5 days during March, our share market 
traded below 5,000 points and fleetingly reached a low of 4,429 points on 23 March.    
 
Over the month of April, we think domestic news will generally be positive for our share market.  Conversely, overseas 
news (with all eyes on the US at least for the next few weeks), will tend to be negative.  On balance, our market will likely 
follow the lead of the US share market.     
 
A major short term catalyst for share markets globally could be evidence of the US flattening the curve for new Covid-19 
infections.  As per China’s experience, this can happen rapidly once a nation is galvanised into action which, if the 
deserted streets of New York are anything to go by, America finally seems to be.  However, given the delayed response 
by America in addressing Covid-19, the news is likely to get worse in the short term before it gets better.  Longer term, 
just how the US will pick up the pieces of its shattered economy given how badly the country has been impacted is an 
unknown.  The same goes for Europe and much of the less developed world. 
 
Historically, such a situation would be grounds for share markets remaining subdued on a long term basis.  However, we 
need to be mindful of the extraordinary actions central banks are undertaking around the world to depress interest rates 
and the general cost of borrowing.  This is both an economic stimulatory measure and also limits investment options for 
investors to generate acceptable returns.  As such, there is the risk share markets rebound more quickly than expected 
and ahead of the general economic recovery. 
 



 

 
Investment Portfolios 
 
Diversification has helped our portfolios but given the broad based selling we have experienced, only to some 
extent.  For example, even defensive investments such as hybrid securities have fallen on average 10% in capital value.  
This is largely due to investors seeking liquidity to deploy capital elsewhere.   
 
Where companies have been shown to be vulnerable to the current downturn, and generally where high levels of debt 
are involved, share prices have already been hit hard.  As such, we consider the worst of individual share price selling is 
now behind us.  For many of these companies, they are now entering a period of distressed capital raising.  As per the 
experience of the GFC, it is important to participate in these capital raisings so as to not have our equity diluted.  In time, 
many of these companies will recover operationally but due to large capital raisings at low share prices, will not recover 
in share price to the same extent.  This makes it important to take the opportunity to average down. 
 
Income paid from portfolios will reduce substantially over the next 12 months as the corporate world (like the rest of the 
world) goes into capital preservation mode.  Further, we expect that share buybacks will become more of a focus as 
companies take advantage of cheap share prices to reduce the number of shares on issue.  This will enhance long term 
returns via improved capital growth but will be at the expense of dividends in the short term.    As such, it is vital to retain 
adequate cash reserves in portfolios to fund at least the next 18 months of income/pension distributions. 
 
It is important to be mindful that one’s perception of safety can change quickly during volatile times such as these.  For 
example, Coles and Woolworths have benefited from sustained panic buying.  However, this is not sustainable long term 
and from here sales are likely to reduce.  Likewise, many shares that have been impacted severely in the short term; for 
example, property trusts that are experiencing reduced rent collections, will see a gradual normalisation of business.  It is 
often the businesses that have been marked down hard that arguably have the greatest margin of safety and also 
provide the most scope for significant future capital growth.   
 
Overall our portfolios are in excellent shape to weather this storm and ultimately prosper.  Like the GFC, portfolios of 
direct investments show starkly those companies that have proven vulnerable to the unexpected change in economic 
conditions.  However, they also provide the scope to take advantage of extremely depressed share prices.   
 
From an investing perspective, it feels like we are reliving the GFC.  However, this time we are doing so from an initial 
position of much greater strength.  As hard as it was to comprehend the loss of capital through the GFC, in the depths of 
that crisis it was equally hard to envision the subsequent amount of money that investors made on the other side.   
 
Companies that we have been willing to buy or add to include Macquarie Group, Challenger, Link Holdings, QBE 
Insurance, Scentre Group, Lend Lease, Cimic Group, Treasury Wines, Crown Resorts, Healius, Woodside Petroleum, News 
Corporation and Brickworks amongst many others. 

We continue to incrementally build investment weightings in Australian shares within investment portfolios. 

 

 



 

 
Conclusion 
 
While an extremely trying period, we view this as a time of investment opportunity.   
 
We need to be mindful that we are all looking at this crisis on a day by day basis.  It is important to stand back and have a 
longer term ‘month to month’ perspective and ultimately remember that investing is always a multi-year endeavour. 
 
Please do not hesitate to make contact with respect to any aspect of your investment portfolio. 
 
Stay safe and in good spirits. 
 

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

  

David Offer (Authorised Representative 259188) is a Director of Horizon Investment Solutions Pty Ltd (ACN 083 142 438, ABN 79 668 
035 212, AFSL 405897). 
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