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The effects of its rate rise programme and a global slowdown are having an effect in the US and the 

Fed’s tone shifted considerably this month. Gone are the references to inflation, replaced by words 

like “patience” and “balance”. Coupled with the People’s Bank of China cutting the amount of money it 

forces commercial banks to hold in reserve, this was welcome news. The main event however, a 

resolution to the trade standoff between the US and China, remains unresolved and the ongoing 

uncertainty is having a damaging effect on investment expectations of purchasing managers around the 

globe. The biggest surprise has been in China where consumer spending and confidence has fallen 

sharply. Economic growth in China for Q4 2018 was the slowest since 1990. The longest partial 

shutdown in US Government history had begun to affect the news flow of economic data and was 

having a knock-on effect on growth, prompting Donald Trump to abandon his demands for border 

wall funding – at least for now. Slipping under the news radar and with no fanfare, the 20th anniversary 

of the creation of the Euro has been and gone this month. 

It seems extraordinary to be writing that, after two months of high drama in Parliament including the 

biggest defeat of a Government in nearly a century, little has changed on Brexit. Theresa May’s deal 

remains the only one on the table and opposition forces have been unable to coalesce around a 

credible alternative. Her strategy still might work – now MPs have looked down the barrel of the gun 

of a “no deal”, some are begrudgingly beginning to come in line. The Irish Backstop is an issue but 

recent amendments in Parliament have at least proved what is required to get greater support for her 

deal. The ball is in Europe’s court now but not for long. Whatever the view on Brexit, there is no 

appetite for crashing out without a deal. How we get there is still uncertain, but the £ has rallied 

nearly 6% from its lows against the $ as the market sniffs progress. As we have reported before, the 

fund managers we speak to fear a Corbyn government more than Brexit so anything that kicks that 

option into the long grass will be received well. Unfortunately, whilst all eyes and efforts have been on 

the Withdrawal Agreement, the matter of what next has been completely ignored. This means that 

relief may be short lived. Whilst new trade agreements are being negotiated, the risks to the UK 

economy of a slowdown elsewhere in the world remain. Reported UK manufacturing output was weak 

for the 5th month in a row – the longest it has been in negative territory since 2008/9. Employment 

and wage growth were bright spots, the former hitting the highest level on record and the latter 

growing by 3.3% year on year in November. 

 

Following the bruising hit to equity markets in the last quarter 2018 investors were looking for signs of 

improvement this month. The Fed change in tone was one and the extension to trade talks between 

the US and China another. Prices rose across many markets as a result. Looking ahead, the risks to 

equities lie, as they always do, in the outlook for earnings. For markets to become more positive we 

need to see an increase in earnings expectations and an end to rate rises. For now, we have ongoing 

concerns over global trade, a general tightening of monetary policy (not just interest rates but from 

central bank balance sheets shrinking) and a resulting knockback to economic expectations.  
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There are still reasons to be cautious as monetary policy tightens and purchasing manager indicators 

translate into lower capital goods investments and many are predicting more market volatility to 

come. However, commentators point to improving valuations following the weak markets of 2018. 

Thankfully, there are great companies to invest in around the world. We continue to believe that a 

globally diversified portfolio, investing in companies which can deliver good growth in both earnings 

and dividends, remains a good investment strategy for the longer term. We continue to focus on Fund 

Managers that can do just that. 

The ban on pensions cold calling came into force this month – and not a moment too soon. This 

invidious practice has seen pension savings targeted and is a welcome addition to the rules regarding 

pension freedoms introduced in April 2015. The Lifetime allowance (LTA) tax treatment for pensions 

is causing problems for the NHS. Doctors in their early 50s, who have built up significant pension pots, 

are retiring early rather than take a tax hit. Whilst it might be politically expedient to help doctors, 

appearing to help the wealthy elsewhere in the economy will be viewed unfavourably. We note that 

any dialogue on raising the limit is a good thing.  

 

It is that time of year again when excuses for late filing of tax returns come rolling in to HMRC. This 

year’s crop does not disappoint: too short to reach the mail box; not wearing the right glasses, 

problems with the maid. The ingenuity of excuses never fails to amuse. This year’s favourite is “My 

mother-in-law is a witch and put a curse on me…”

FTSE 100 >6,940| DOW 25,014.86 | HANG SENG >27,942.47| GOLD > $1319.4 | £1= $1.31 | £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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