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Gridlock in the US political system seems to be one possible outcome of the mid-term elections this 

month although both sides were able to claim victories. The headlines have moved on and so have 

investors, turning their focus back to interest rates and the size of the hangover once the US tax 

bonanza of this time last year has unwound. Economic data in Germany and Japan disappointed 

although both for specific reasons. In Japan it has been linked to natural disasters and in Germany 

disruption from new emissions rules on the German auto industry has caused significant production 

delays. European growth overall was positive, but investors continued to worry about the effect on 

growth of a Chinese slow down on exports. The Italian budget discussions with the EU have 

dominated headlines, most of them negative. Oil prices have fallen almost 30% since their October 

peak which will take some pressure off the outlook for inflation. 

With only four months to go until we leave the EU the range of possible outcomes has still not 

narrowed – despite Theresa May’s assertions to the contrary. At the moment, all sides in Parliament 

find the deal agreed with the EU this month unsatisfactory. Parliamentary arithmetic means the risk is 

that there is no ratification at all. There is uncharted territory at every turn and no clear way of 

predicting the outcome. Donald Trump is not helping Mrs May’s cause. Thankfully there are more 

cerebral analyses on Brexit than tweets. The National Institute of Economic and Social Research, an 

independent think tank, has put a price on the potential effects of Brexit identifying the long-term 

costs in a range between £700-£1,100 per person per year compared with staying in the EU. The fact 

that the study was financed by the People’s Vote campaign may lead some to dismiss it, but the findings 

are consistent with work completed before the referendum. In any event, it will act as a benchmark 

against which to judge both the Government assessment and that of the Bank of England which were 

published this week. Both make it clear that a no deal Brexit would create significant economic harm. 

MPs requested the information from the BofE and it will no doubt help them when they come to 

weigh up the political advantages against the economic disadvantages in their vote in Parliament on 

December 11th. Turning to economic news of the month, real wages picked up in October although 

the numbers were not reflected in consumer spending.  

Another volatile month in world markets, leadership this time coming from the technology stocks 

which were down sharply on slowing growth in some key markets. The FAANG (Facebook, Apple, 

Amazon, Netflix, Google) stocks have been trading in bear market territory. The UK again held up 

relatively well as other markets were subject to profit taking. The UK is unloved and under owned – 

there are fewer sellers out there and so prices have not fallen so much despite the stream of bad news 

over Brexit. The position of Fund Managers we speak to is that the good companies have just become 

cheaper but remain attractive. In Asia, there have been good earnings reports which have seen prices 

rise to give some welcome gains over the period. The US mid-term elections were a brief focus, but 

market has turned its attention to the next round of trade talks with China and when the long-

predicted US slowdown will start to be reflected in equity prices.   There were no signs of the “Santa 

Rally” which is often associated with the two months following the US mid-terms until last night when 
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the Chairman of the Federal Reserve, Jay Powell, signalled a possible slowdown in the rate rising 

programme. The US stock market reacted with a collective hurrah and we ended the month with 

modest gains instead of losses.  

This month we are talking about offset mortgages which can be used to create your own credit facility 

to help cash flow management or provide access to equity in your property. In an offset mortgage you 

use your savings to balance out your mortgage thereby saving interest on that part of the loan. 

Because the interest received on savings is usually lower than that charged on a mortgage this can be 

an attractive option whilst retaining access to your funds. It is important to rule out the disadvantages 

which include the potential for slightly higher mortgage rates and being unable to earn interest on 

savings or current account. In addition, you may have to take a lower loan to value ratio than with a 

typical mortgage but as with all financial products, it is worth shopping around. If the key driver is to 

release equity from your property or help the next generation onto the property ladder and you are 

not dependent on savings for income, this is something to consider.  

 

Financial professionals use a bewildering number of short hand terms to describe market events. 

Some, like “Trump Dump” might be deciphered but what about something like “bear market”, or 

“correction”? In this new slot we will de-bunk some of the expressions that you will come across and 

try to explain in plain English, starting with this very question. A stock market correction is when 

prices decrease by 10%. A bear market begins when prices have fallen 20% or more from their 52-

week high. Surprisingly, there is no universal metric for a bull market, a term used to describe when 

prices rise on a sustained basis. 
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