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Coping with falling markets 

It is very difficult at times like this to think anything but negative thoughts. Although we have 
lived through unpleasant outbreaks before, with diseases like SARS and Ebola, these pale into 
insignificance when compared to what we are experiencing with the current coronavirus and 
the impact COVID-19 is having on us all. 
 
To further dampen our spirits, the Breed Elliott Personal Finance Portal, which we introduced to 
help our clients gain a better insight into their personal finances, is now reminding us, at the 
click of a button, how our investments are being hit by the falls in financial markets.  
 
The purpose of this Newsletter is to endeavour to shine some positive light on the current  
situation. Although we have never been through anything quite like this before, if we look from 
a purely financial planning point of view and focus on what has happened during previous  
crises in financial markets, we can see a pattern emerging to give us cause for optimism. 
 
Initially, we will look at some general points which apply to all of us before we move on to  
consider the three generations of the Smith family and some positive thoughts that could help 
them to manage their way through this situation. 



The FTSE 100 Index 
 
The FTSE 100 Index (the “Index”) is probably 
the Index we are most familiar with because it 
tends to be the benchmark most used by the 
media in the UK. 
 
The Index measures the capital value of the 
share price of the 100 largest companies on 
the London stock exchange. 
 
The FTSE 100 Index closed on Friday,  
February 21 at 7403.90. On Friday, March 20, 
it closed at 5190.80. A fall of 30% in just one 
month! 
 
Here are some important points to bear in 
mind. 
 
• The Index does not measure dividends, 

which form a major part of any investment 
return. 

 
• Breed Elliott does not recommend that any 

client invests 100% into equities let alone 
one index in one geographical region. 

 
• Therefore, the Index is not a particularly  

accurate way of measuring the returns from 
our portfolio. If we look at the Index  
performance, we are looking at a  
worst-case scenario and we will feel  
confident that our portfolio will have fared 
better. 

 
What history teaches us 
 
There has never been a stock market crash 
from which the markets have failed to recover. 
From the Wall St. crash to Black Monday to 
the global financial crisis, markets have always 
bounced back. 
 
It may take some time. For example, using the 
FTSE 100 Index as our barometer, prior to the 
start of the global financial crisis, the Index hit 
highs above 6400 in January 2008. It fell to a 
low of 3512.10 in March 2009, a fall of 45%! 
The Index did not climb back to 6400 until 
March 2013. 
 
If we believe that we will find a way to  
overcome COVID-19, we can also believe that 
our investments will recover. 

Investing is a long-term activity 
 
Ups and downs in asset values are part and  
parcel of investing. If we are not prepared to  
expose our savings to risk, we cannot expect to 
receive much in the way of reward, particularly 
when interest rates on deposit accounts are so 
low. 
 
A core element of a long-term financial plan will 
be the identification of planned outgoings which 
are likely to arise in the short term, say, 0-3 years 
and the earmarking of sufficient cash in a no risk 
savings account to meet these outgoings.  
 
This means that when stock market falls happen, 
we can afford to wait for the subsequent  
recovery, knowing that we have savings available 
to meet our immediate needs. 
 
What’s important is time in the markets 
 
From a very personal point of view, my biggest 
frustration is “Why didn’t I see this coming?”  
followed shortly by “I’m meant to be a specialist 
at this!” 
 
Why can we not spot a market high (sell  
everything when the Index is 7500) and judge 
when it has hit the bottom (at 5000?)? 
 
If we could, “We’d all be millionaires!”  
 
Some people get lucky but the reality is that none 
of us has a crystal ball. 
 
An old investment adage is that what counts is 
‘time in’ the markets and not ‘timing’ the markets. 
For example, the FTSE 100 Index dropped to 
4898 on 23

 
March 2020. At 09.11 on 25 March 

2020, it had gone up to 5710, an increase of 
16.6% in two days! If we had tried to time our  
investment, there is a good chance we would 
have missed out on this surge in prices. 
 
Now, we are not saying that the Index has  
bottomed, just demonstrating that when markets 
rise, they tend to do so quickly and without much 
warning. 
 



Let’s now look at the three generations of our  
fictional family, the Smiths, and consider some 
ideas as to how we might help them through 
this latest financial crisis, based on the  
challenges they each face at their different life 
stages. 

 

The Children – Starting to accumulate their 
wealth through regular savings 
 
For many of the younger generation, their  
financial planning focus is likely to be on  
short-term objectives like saving to buy a 
house. Their savings will probably be directed 
towards secure savings accounts such as 
Lifetime ISAs. 
 
Whilst falls in interest rates mean that their 
savings are earning less, it also means that 
their mortgage interest rates are likely to be 
lower, which is likely to be of greater  
importance. 
 
For those who have started long-term savings, 
for example, accumulating a retirement fund, 
markets falling presents an opportunity to buy 
more units in a fund with the same amount of 
savings.  
 
Looking purely from a financial planning point 
of view, crises in financial markets present 
more opportunities than problems for young 
savers.  
 
 
 

The Parents – Thinking about retirement and 
not running out of money 
 
For those who have accumulated a significant 
‘retirement fund’ through pension funds and  
other savings and investments, these can be 
difficult times. Retirement means stopping  
working and losing the ability to earn. So,  
long-term worries about potentially running out 
of money are a natural concern. 

What strategies could we propose to the Smith 
parents to help them through this  
uncertain time. 
 
• Try to ensure that, as a key element of your 

overall financial plan, you have earmarked 
sufficient income and/or cash savings to  
cover your living costs for the next year or so. 

 
• If you have flexibility over the timing of when 

you stop work, consider postponing your  
retirement date until things improve and your 
pension funds have recovered some or all of 
their value. 

• If you have no choice about when you retire, 
modern pension legislation will allow you to 
realise a small part of your pension fund, 
leaving the balance still invested. 

 
• Try your hardest not to look at your  

investment and pension portfolio! 
 
• If you have just realised a capital sum, for  

example, through the sale of a business or a 
property or the receipt of an inheritance, you 
can buy into financial markets at reduced 
prices. 

 
The Grandparents – preserving their wealth for 
themselves and their family 
 
The Smith grandparents should not be too  
concerned about their income and expenditure 
situation because they have a guaranteed,  
index-linked pension coming from their State 
pension and former employer’s pension, which 
covers their costs of living. In many cases, they 
may also have private pension arrangements to 
supplement the State and former employer 
schemes.    
 
 
 



Because we have assumed that their combined estates are in excess of £1 million, the fall in the  
value of their investment portfolio will probably have led to a reduction in their potential liability to  
Inheritance Tax (IHT). 
  
If they are still keen to further reduce their IHT liability but they have resisted doing this in the past  
because of the potential Capital Gains Tax (CGT) liability if they sold some of their  
investments, now may present an opportunity.  
 
They could either sell some investments or transfer them to family members and, in so  
doing, a potential capital loss which they could carry forward. Furthermore, as market values return, it 
will be the family members who benefit from the capital gains rather than the  
grandparents.  

Conclusion 
 
The coronavirus outbreak has created a worrying situation and the shock has caused sharp  
movements in global financial markets.  
 
However, the markets will absorb the shock, the fear and uncertainty will slowly subside, and  
rationality will return.  
 
It may feel like it’s the end of the world right now and there may be more bumps in the road, but this 
climate is momentary and markets will stabilise. 



If you have received this email in error, please contact us on the email below with your correct details or removal request  
neilmiller@breedelliott.co.uk 
 
The information contained in and transmitted with this email is confidential and/or privileged and intended only for the person 
to whom it is addressed. Any unauthorised use, retransmission, dissemination or action undertaken based on this information 
by persons, or entities other than the intended recipient, is strictly prohibited. 
 
The information contained in this newsletter is for information purposes only and does not constitute advice, if you don't  

understand any of its contents we recommend you seek Independent Financial Advice. 

Market data 

  
Market 
  

  
Value at start 

of 2020 
  

  
Current 

situation 

  
Comments 

  
  
Interest Rates 
(BOE base rate) 
  
  

  
  

0.75% 
  

  
  

0.1% at 
31/03/20 

  
  
The official bank rate is 0.1%. 

  
  
House Prices 
(Nationwide) 
  
  
  

  
  

House prices 
increased by 
1.4% in 2019 

  
  

House prices 
up by 0.8% 
at 31/03/20 

  
  
Annual house price growth up by 3%.  

  
  
UK Share Prices 
(FTSE 100) 
  
  
  

  
  

7604.30 

  
  

5671.96 
at the close on 

31/03/20 

  
 
The FTSE 100 dropped by 908.65 points in 
March. 
  


