
Missing piece of the productivity puzzle?

Markets

 A good start to the year in GBP terms. Emerging

Markets and Europe led the way up +2.89% and

+2.71% respectively. Japan rose +2.70% and the US

+2.44%. The UK was the laggard, at +0.50%.

 UK bonds had a mixed week. Gilts fell -0.35% but

Corporates were up +0.07%. European bonds rose

+0.10% and US government bonds fell -0.38%, all in

local terms.

 GBP appreciated against USD, JPY and EUR up

+0.43%, +0.79% and +0.18% respectively.

 In USD terms, Oil gained +1.69% and Gold was up

+2.03%.

Macro

 UK productivity jumped at the fastest rate in six years

during the third quarter of 2017, raising hopes of a

turnaround in one of the UK economy’s most persistent

weaknesses. The latest data from the Office for

National Statistics showed output per hour grew by

0.9% from the previous quarter, representing the

largest increase since 2011. However, productivity has

been buoyed by a fall in hours worked as opposed to

an upturn in the growth of output. Nonetheless, GBP

was bolstered by the news, finishing the week strongly.

 US non-farm jobs in December rose by 148,000, falling

short of economists’ expectations of 190,000 and the

slowest increase in employment since the hurricane

season affected the US in September 2017. However,

including a November revision, an average of 204,000

jobs have been created over the past three months,

adding to evidence that the US economy is close to full

employment. The weaker-than-expected economic

data weakened the Dollar, somewhat, which, in turn,

strengthened US equities.

 Eurozone inflation slipped further away from the

European Central Bank’s target in December,

highlighting the challenge facing the Bank as it looks to

maintain price stability, while winding down quantitative

easing. Average consumer prices were down 1.4%

year on year in December, despite economic indicators

looking buoyant. Volatile prices for food and energy

were outlined as the main drivers for the decline.

Despite this, the EUR reaction was muted whilst

equities continued to strengthen.

View of the Manager

 Earnings remain supportive and monetary policy

remains accommodative, despite expectations that

interest rates will rise further 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.

 Given evidence that we are in a global, synchronised

recovery, 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 05/01/2018 1 Week YTD

Equity GBP Total Return %

UK 0.50 13.70

Europe 2.71 19.56

US 2.44 14.81

Japan 2.70 17.19

Emerging Markets 2.89 27.36

Bonds Local Total Return %

UK Gov -0.35 1.49

UK Corp 0.07 4.40

EUR Gov 0.10 0.68

US Gov -0.38 2.02

Currency %

GBP vs USD 0.43 9.98

GBP vs EUR 0.18 -3.84

GBP vs JPY 0.79 6.18

Commodities USD %

Oil 1.69 14.37

Gold 2.03 14.94
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