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The outbreak of the COVID-19 pandemic has caused widespread human and economic devastation, the effects of which 
may be felt for many years to come.  First and foremost, we trust that our clients, their families and colleagues remain 
healthy and will emerge from the current crisis unscathed.   

The damage and uncertainty that it has created has clearly taken its toll on financial markets, with some of the sharpest 
drawdowns and extreme volatility experienced in living memory.  The pace and extent of the equity market sell-off has been 
of such scale that valuation multiples in global markets declined to levels untested since the nadir of the Global Financial 
Crisis just over a decade ago.  At the same time, liquidity in fixed income markets largely vanished, asset class correlations 
spiked and investment time horizons for some investors contracted markedly.  How concerned should trustees be with their 
investments in the current environment and what actions might they take to mitigate any such concerns?  We outline a few 
key areas that we believe warrant consideration below and explain the current focus in relation to our crucial ongoing 
investment manager monitoring activities.   

Such alarming movements in financial markets can be extremely uncomfortable for asset owners and investors and often 
trigger ‘action’ bias – the compulsion to “do something” – even though the most appropriate course of action for the long-
term investor may in fact be to sit tight and do nothing.  Indeed, many might argue that a robust investment strategy applied 
with discipline ought to be able to withstand the inevitable setbacks it faces in the pursuit of its ultimate investment 
objectives.  That said, it behoves trustees to periodically review their investment and governance arrangements to ensure 
they remain appropriately aligned with their long-term goals.  Within the current backdrop, we would highlight the following 
in particular: 

• Maintain a vigilant eye on your underlying investment managers to ensure they continue to function appropriately 
and invest in accordance with their stated process and your expectations;   

• Understand and review any areas where you perceive an unintended concentration of investment risks in your 
portfolios (and rebalance as appropriate); 

• Be alert to potential value enhancing opportunities that the current market dislocation may present;  

• Appraise your scheme’s scope to meet near term cash flow requirements (including appropriate allowance for 
unexpected withdrawals and/or margin calls); and 

• Ensure you have an appropriate governance framework in place to cater for the unique challenges associated with 
remote working and furloughed employees to facilitate efficient collective decision making and their implementation. 

The Pensions Regulator has issued further guidance on investment and other areas that pension fund trustees may be 
facing in the context of the current crisis (https://www.thepensionsregulator.gov.uk/en/covid-19-coronavirus-what-you-
need-to-consider/db-scheme-funding-and-investment-covid-19-guidance-for-trustees) 

In terms of the first point above, our recent focus has been on reviewing key portfolio evolutions and manager behaviours 
through this period of volatility and potential operational stress.  We are supplementing our review of portfolio metrics 
with targeted manager engagements to verify and appraise: 

• that there has been no operational discontinuity at the investment firm and team level; 

• the extent to which investment activities have been impacted (e.g. company management meetings) - those 
managers who engage in primary research, particularly involving international travel, may be most affected; 

• the managers' thinking in relation to their portfolios and the opportunity set, seeking to vouch adherence to process 
and continuity of edge; and 

• behavioural stability through this period of heightened market stress. 

Although we are living in extraordinary times, most pension funds have the advantage of being able to focus on the longer 
term.  Furthermore, trustees should remember that the execution of a carefully considered and robust investment 
strategy populated with talented investment management professionals should be able to weather the pitfalls that 
typically beset a long-term investment journey.  Such periods can often foster extremely attractive investment 
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opportunities for skilled fundamental investors that possess the requisite conviction and sufficiently long investment 
horizons.   

 

“The Chinese use two brush strokes to write the word 'crisis.' One brush stroke stands for danger; the other for 
opportunity. In a crisis, be aware of the danger--but recognize the opportunity.”  

John F. Kennedy. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For professional and/or qualified investors only. The information contained herein does not constitute investment advice 
relating to your particular circumstances. No investment decision should be made based on this information without first 
obtaining appropriate professional advice and considering your circumstances. Any information relating to past performance 
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