
The (not so) little matter of the bill

Markets

 There was softness across equity markets as GBP

strength weighted on returns. Emerging Markets were

the laggards, down -3.51% in GBP terms. Europe fell

-2.55%, Japan -1.27% and the UK -1.25%, with only

the US gaining +0.50%.

 Government bonds had mixed performance in local

terms – the best performer was Europe, up +0.57%.

 GBP appreciated against USD, EUR and JPY, up

+1.05%, +1.34% and +1.54% respectively.

 Oil and Gold weakened by -1.00% and -1.16%

respectively.

Macro

 There was a softening in Britain’s Brexit negotiating

position as it was reported the UK would honour

c.£50bn of its liabilities with the EU. To put this in a

wider context, over the course of 10 years, that is just

0.25% of GDP per year. Should this be confirmed, it

will offer welcome clarity to markets keen to see

tangible progression in negotiations. As a result,

Sterling passed $1.35 for the first time since late

September, suggesting it was shedding some of its

political risk premium which has been priced in since

Brexit. Despite welcome signs of progress, the

outlook for UK growth looks sluggish.

 On Saturday morning, the US Senate passed the

long-awaited tax reform programme at the second

attempt. The bill will now move onto the next stage; a

House-Senate conference committee that will work to

reconcile the House and Senate versions of the tax

bill. Anticipation of major tax reform has supported US

markets since President Trump’s inauguration –

especially those sectors with high marginal tax rates

such as telecommunications and consumer staples.

 North Korea announced the successful completion of

a missile launch with long-distance strike capability

which, theoretically, puts the entire US within range.

Whilst previous recent tests have caused unease,

stock markets reacted to this announcement with

relative equanimity. Strong global growth data and the

continuation of supportive liquidity positions appear to

be outweighing concerns.

View of the Manager

 Earnings remain supportive and monetary policy

remains accommodative, despite expectations that

rates will rise in the future.

 Political risks remain, and valuations are at the

higher end of the historical range. The Manager

remains broadly diversified across asset classes,

geographies and securities.

 The Manager is balancing its core, high-quality

holdings with exposure to stocks that will benefit

from an improving economic outlook.
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Performance to 01/12/2017 1 Week YTD

Equity GBP Total Return %

UK -1.25 7.46

Europe -2.55 14.81

US 0.50 10.97

Japan -1.27 12.82

Emerging Markets -3.51 18.98

Bonds Local Total Return %

UK Gov -0.03 1.30

UK Corp 0.26 3.39

EUR Gov 0.57 1.82

US Gov -0.08 2.40

Currency %

GBP vs USD 1.05 9.21

GBP vs EUR 1.34 -3.44

GBP vs JPY 1.54 4.55

Commodities USD %

Oil -1.00 8.64

Gold -1.16 11.31
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