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The global health crisis has brought about different government
responses. One of the common strategies in most affected
countries is implementing a lockdown which has resulted in lower
economic activities.

The current situation

Lockdown measures aim to slow the rate of infection and ‘flatten the curve.

As of May 28, 2020, here are the total number of COVID-19 cases:
« Worldwide: 5.9M cases, over 350,000 deaths
« Philippines: 15,588 cases, 921 deaths

If the virus continues to spread, the number of positive cases will increase exponentially and inevitably
overwhelm the health care system of any country. This is what lockdown measures prevent.

However, one of the direct effects of a lockdown is the temporary closure of businesses, which effectively
shuts down the economy. In just two months, this crisis has caused more job losses in the U.S. than
the recessions in the past.
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However, there are some business sectors, like tech, that can strongly take advantage of the lockdown. With
people staying at home, online alternatives for communication such as Microsoft Teams and Google Hangouts
and Classroom, and entertainment like Netflix and Amazon, are expected to grow further given the current
circumstances.



What may happen

In a similar way, the Philippine economy is also consumption-driven (over 70% of the GDP over the last 20 years).
Because of this, if the country experiences massive unemployment, our economy will be at an even greater risk of
shutting down.

Illustrated below are the various economic sectors, grouped together according to its risk level for job security
due to the current lockdown. The percentage represents the portion of the Filipino workforce that belongs to a
specific risk category (i.e. 69% of the PH workforce are in high risk sectors, 9% are in low risk sectors).
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Currently, majority of the workforce are at high risk for unemployment due to the limited mobility brought
about by the lockdown. Like the U.S., 60% of Filipino workers are employed by MSMEs (Micro, Small, &
Medium Enterprises), which presents added risk to their employment as MSMEs have lower business
buffers and access to emergency funds. The possibility of a continued lockdown may lead to higher
unemployment rate, which then results in lower consumption, investment, taxes, and other key economic
drivers.

However, historically, even with the past recessions that had worse market drops, the global stock market
performance has remained resilient and eventually recovered over time.
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Our recommendation

You should not worry about the small waves. An effective way to ride out the short-term drops in the
market and help avoid large losses is to have a diversified portfolio. Investors have varying levels of risk
appetite and preferred asset allocation. Taking this into account, here are our recommendations based
on your current allocation:

« If you have at least 75% bonds allocation:

+ We encourage a fund switch to equities and top-ups to your account. Having a bond allocation
adds stability to your portfolio especially in the short-term. Although, in the long term, a heavy
bond allocation may limit the growth potential of your investment due to lower anticipated
returns for bonds compared to equities.

« Investors with your allocation are typically risk-averse and often fall under cautious, conservative,
or balanced investors. Depending on your risk preference, kindly see our recommended
allocation in the table below.

« If you have at least 50% equities allocation:
« We encourage a fund switch to a money market fund and top-ups to your account.
« Investors with your allocation typically have a high-risk appetite and often fall under balanced,

growth-oriented, or aggressive investors. Depending on your risk preference, kindly see our
recommended allocation in the table below.
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Long term, it will also help to top up regularly or when you can. This way, you will be able to apply ‘cost
averaging, a strategy where you take advantage of cheaper fund prices. This approach effectively brings
down the overall cost of your investment since you are able to purchase units at a lower price.

During these times, we encourage that you keep your future goals in mind. Remember that the reason
you are investing in the first place is for your future.

Call your AXA financial partner for a more in-depth discussion
on how you can apply these recommendations.




