
Deal or no deal

Markets

 Global equity market performance was positive across

the board. In GBP terms, the US led the way, up

+5.66%, followed by Emerging Markets (+2.71%), then

Japan (+2.04%), Europe (+1.54%) and the UK

(+0.29%).

 Bonds were mixed over the week. UK Gilts and

corporate bonds fell -1.00% and -0.60% respectively.

In local terms, European government bonds rose

+0.56% and US government bonds rose +0.16%.

 GBP depreciated vs USD and EUR by 0.51% and

0.34%. GBP appreciated marginally +0.04% against

JPY.

 In USD terms, the oil price rose +1.01% and gold fell

by -0.50%.

Macro

 The UK’s “Brexit department”1 produced a long-term

economic analysis of the UK’s long-term GDP

prospects. The report estimated that Theresa May’s

deal could result in UK GDP being c.4% worse off in 15

years’ time; the document also modelled a “no-deal”

scenario which suggested that GDP could be 9%

lower. Shorter term, all eyes are focussed on May’s

progress towards securing support for the withdrawal

agreement on the 11th December.

 The leaders of the US, Canada and Mexico have

formally signed a trade agreement, replacing NAFTA.

The deal covers $1tn of commercial exchanges across

the continent. Whilst the signing provides a modest

boost to trade stability, the significance is at yet

gestural, given that there is still much required to ratify

the deal. Trump will hope his withdrawal from NAFTA

will pressure Congress into approving these new

arrangements, though the House Democrats hold the

key to whether the deal is passed.

 The official Chinese manufacturing PMIs snapped a

two-year growth streak after the index fell to 50 in

November, marking the first time the sector failed to

expand since July 2016. With many analysts expecting

conditions to worsen in 2019 as the effects of front-

loading Chinese exports wash through and the

additional tariffs come into play. Manufacturing data

may recover if the détente agreed this weekend at the

G20 in Argentina translates into meaningful measures.

View of the Manager

• Global growth remains resilient although there is

evidence of the recovery being less synchronised.

The Manager expects earnings growth to remain

positive and inflation to cause gradual interest rate

rises.

 Despite elevated geopolitical risk, the Manager

believes this is an environment favouring equities

over bonds.

 Within its regional equity allocation, the Manager is

cautious on UK equities and favours those regions

most attractively positioned to benefit from the

improvement in the global growth dynamic.
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Performance to 30/11/2018 1 Week YTD

Equity GBP Total Return %

UK 0.29 -5.71

Europe 1.54 -5.70

US 5.66 12.28

Japan 2.04 -1.17

Emerging Markets 2.71 -6.60

Bonds Local Total Return %

UK Gov -1.00 -1.88

UK Corp -0.60 -3.52

EUR Gov 0.56 0.10

US Gov 0.16 -1.24

Currency %

GBP vs USD -0.51 -5.65

GBP vs EUR -0.34 0.07

GBP vs JPY 0.04 -4.89

Commodities USD %

Oil 1.01 -15.71

Gold -0.50 -5.69
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