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Ever-decreasing circles to find a solution to the post Brexit trade conundrum continued in May; the two main 

proposals on the table appear to have already been rejected by the EU based as they are on untried and 

untested technology. The Government was punished by the House of Lords with an amendment to keep the 

UK in the single market after Brexit, to keep the UK in EU agencies and to remove the Brexit date from UK 

law to allow negotiations to continue if required. The House of Commons will have its chance to respond but 

Corbyn’s showing in local elections points to difficulties within his party of a similar ilk to those of Theresa 

May. Loyalty of MPs could be in short supply on both sides of the House. Meanwhile, gloom on the high street 

was evidenced by a 4.2% annual fall in like for like retail sales in April according to the British Retail 

Consortium. Mark Carney, Governor of the Bank of England has put the cost to date of Brexit to date at 

£900 per household, based on the slower than forecast economic growth and the impact of uncertainty. 

Most stock markets experienced a relief rally during month as the Trump administration reached a truce with 

China over the threatened trade war. Italian politics put a dramatic break on progress at month end however 

as the first all populist Government in Europe spooked European bond and equity markets. The long list of 

policy conflicts and fiscally irresponsible budget proposals was bad enough but a Presidential veto of the 

proposed cabinet triggered a series of political rows resulting in a dramatic bond market sell off. The yield on 

2-year Italian debt experienced its biggest one day rise in 26 years. The only answer now seems to be a return 

to the ballot box with the risk of more extremism and a potential return to questions over the role of the EU. 

 

Chinese markets were helped by the fact that the MSCI index will see 222 Chinese A shares added to the 

Emerging Markets index next month. The Chinese stock market is underrepresented in the global indices 

because of poor liquidity and government interference but the stock market itself is worth around £4tn – 

compared with the FTSE 100 value of around £2tn. Passive funds will be required to invest in these stocks 

although some companies can be bought more cheaply in Hong Kong. 

 

Earnings news out of the US has been good. 90% of US companies have now reported and earnings growth has 

been very strong, up 22%. Tax cuts are underpinning good trading results although the one-off tax effect will 

need to be accounted for in Q1 2019.  Japanese Q1 growth has disappointed but most commentators point to 

currency effects and are sanguine about underlying growth. Similarly, in Europe where the purchasing manager 

indices have weakened slightly, although still well in expansion territory. Eurozone consumer confidence is 

holding up as the labour market continues to expand.  

 

The price of Brent Crude oil hit a high of several years this month, up roughly 3 times its price at the 2016 

nadir. OPEC production cuts are starting to bite and strong global demand has helped but the key driver is 

more Trumpian “diplomacy” and the US withdrawal from the Iranian nuclear deal. The effect on inflation will 

be felt in the coming months; the impact on the forecourt has been to take prices well above the £1.30 per litre 

level. This development helps to explain why the yield on 10-year US treasury bonds has remained above 3% 

during May.  
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Now we are comfortably in the new tax year we thought it would be worthwhile to remind you of your main 

tax allowances for 2018/19. 

▪ ISAs: Each individual can subscribe up to £20,000 into an ISA each year, an allowance that cannot be 

carried forward. 

▪ Pensions: subject to relevant earnings and no taper of allowances, an individual can personally 

contribute up to £40,000 gross this tax year, which equates to a net payment of £32,000 before tax 

relief is applied. There may be the opportunity to contribute more than this subject to carrying forward 

previous years’ unused allowance. The Lifetime Allowance (LTA) has also increased in line with 

inflation, to £1,030,000.  

▪ Capital Gains Tax: the annual exemption has increased to £11,700. This useful exemption can help 

individuals move assets from their GIAs into ISAs or pensions to use up those allowances without 

triggering any liability to tax. 

The standard personal income tax allowance has now increased from £11,500 to £11,850. If you are interested 

in utilising these or any other allowances or would like to take advice on other aspects of the tax treatment of 

investments, please do not hesitate to get in touch with us.  

Fans of the Chelsea Flower Show might find tickets a little easier to come by in future as an unforeseen result 

of the new EU financial markets directive which came into force in January this year. The Markets in Financial 

Instruments Directive (Mifid) states that investment managers (amongst others) must turn down perks that 

constitute an inducement to trade. Many are implementing a blanket ban on accepting invitations to Chelsea, 

Ascot, Wimbledon and the like. Declining audiences was one of the reasons given for the cancellation of the 

London Boat Show this month.

 

FTSE 100 >7,689.57| DOW >24,667.78 | HANG SENG >30,304.21| GOLD > $1,302.05 | £1= $1.33 | £1 = €1.14 

Please note: these are the views of McLaren Capital Ltd and in no way represent any form of advice or promotion. Please do not act on any 

component of this email unless you have taken advice from us or your Financial Adviser. Please also remember that investments can go down as 

well as up. You are receiving this email because you have opted in to our mailing list. You can unsubscribe at any time by clicking here. 
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