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‘19

Going pro-rogue
Markets

Our view

•

A better week for equities, with US stocks rallying
+3.68% on news of thawing trade relations. Europe
gained +2.20%, emerging markets +1.96% and the UK
and Japan +1.52% and +1.22% respectively.

•

Global growth has weakened somewhat but monetary
policy looks set to become more accommodative,
supporting the economy and markets.

•

•

Bonds continued to benefit across the board. Gilts
gained +1.06%, and UK corporates +0.13%. In the US,
government bonds gained +0.23% in local terms, and
European government bonds +0.84%.

While geopolitical risk remains elevated, we believe this
remains an environment favouring equities over bonds,
with alternatives playing an important role in portfolios.
Given strong year to date performance, we are
monitoring valuations closely.

•

GBP fell -0.90% versus the USD and -0.03% versus
JPY, but gained +0.39% versus EUR. In USD terms, the
oil price rose +1.72% and gold +1.64%.

•

Within our regional equity allocation, we favour
companies benefitting from structural growth dynamics,
and policy accommodation.

Macro
•

•

•

The Queen agreed to Prime Minister Johnson’s request
to prorogue parliament next week, until 14th October.
This reduces the chance of MPs successfully legislating
to prevent a no deal Brexit, by reducing the
parliamentary time available. Sterling fell around 1% on
the news. MPs now have less than ten days to make
progress before parliament is suspended, which
precedent suggests may be possible. We expect the
drama to intensify into October.
The US has begun the process of raising tariffs on
around $250bn of Chinese imports from 25% to 30%
from 1st October, while also stating that fresh tariffs on
an additional $300bn of Chinese goods would now be at
a rate of 15% rather than 10%. In a tweet, President
Trump also announced plans to force US firms working
in China to move operations back to the US, after China
announced plans for tariffs on $75bn worth of US goods
and hikes to existing duties. However, stock markets
then rallied sharply towards the end of the week after
President Trump said that the US and China will “very
shortly” resume trade talks following an apparently
positive call from Beijing.
After resigning the week before, Italy’s PM Conte
returned with a fresh mandate from President Mattarella
to attempt to form a new government. Politics are
fractious with the anti-establishment Five Star Movement
(M5S) and Democratic Parties differing on tax and
spending plans. Italy has long flouted EU rules stating
that no member should have a budget deficit larger than
3% of GDP, while public debt is around 132% of GDP
and worsening. A new cabinet needs to set a budget for
2020. With Brexit, the EU hardly needs a battle on a
second front with its third largest economy.

Performance to 30/08/2019

1 Week

YTD

UK

1.52

11.07

Europe

2.20

17.39

US

3.68

23.68

Japan

1.22

11.12

Emerging Markets

1.96

8.39

UK Gov

1.06

11.27

UK Corp

0.13

10.35

Eur Gov

0.84

10.62

US Gov

0.23

8.77

GBP vs. USD

-0.90

-4.69

GBP vs. EUR

0.39

-0.48

GBP vs. JPY

-0.03

-7.58

Oil

1.72

21.34

Gold

1.64

19.50

Equity GBP Total Return %

Bonds Local Total Return %

Currency %

Commodities USD %

Source: Bloomberg Finance L.P., Morningstar,
data as at 02/09/2019
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