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The Trump spat with Congress over the federal budget was resolved by a state of emergency 

declaration, ensuring funding of the US government until September. Trade talks with China resumed 

and both sides have made positive comments, but Trump has upped the rhetoric regarding car imports 

from Japan and Europe. The stimulus put in place by the Chinese Government at the end of last year is 

now bearing fruit. New bank loans in January totalled $527bn – the largest ever in one month. German 

and Japanese manufacturing indicators have both fallen into “contraction” territory. Significantly, the 

US, Japanese and European Central Banks have all made concessions regarding the pace of monetary 

tightening this month. Gone is the monetary tightening rhetoric of 2018, replaced with a more 

supportive tone.  

Economic data showed the UK economy contracting slightly in December, down 0.4% month on 

month, suffering from the slowdown in global trade as much as domestically. Retail sales numbers 

bounced in January after a poor Christmas season as canny shoppers spent more on line in the sales. 

Wage data continues to show a reasonable growth in real wages as inflation dipped back below 2%. 

Uncertainty in the auto sector, with the announcement of thousands of job losses across the country 

has overshadowed another good set of employment data. With negotiations entering their endgame, 

both Theresa May and Jeremy Corbyn have been forced into significant Brexit concessions by high 

profile resignations. The result is the potential prospect of a second referendum or a 3-month delay. 

The new mood music from central banks around the world has encouraged markets and we have seen 

the recovery in January extended into this month. The gains have reversed many of the losses 

experienced in Q4 2018 and valuations have increased as a result. Worries over a weakening 

economic backdrop have receded but corporate news and earnings expectations tell us that the 

slowing growth is still a risk. Currency markets reacted positively to the most recent Brexit 

developments with a sharp rally in sterling against both the dollar and the euro.  

The tax-free personal allowance is rising in April to £12,500 and the basic rate tax band upper limit is 

increasing to £50,000 from £46,350. For those at the top of the bracket, the savings will be offset by a 

rise to 12% in National Insurance contributions. There are also changes afoot with the tax-free 

amount for inheritance tax. The basic amount remains unchanged at £325,000 but if you are passing a 

home to a spouse or direct descendant, the additional £125,000 tax relief increases to £150,000. Note 

however that for estates valued at over £2m the additional allowance decreases by £1 for every £2 

over that limit. If you have not used all your pensions annual allowance, now is the time to do so. A 

personal pension contribution can reduce your “adjusted net income” and help restore some of the 

cuts in personal allowance that affect higher rate tax payers. Note that you can take unused pension 

allowances from the previous three tax years.  
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The Fund Management industry has undergone a quiet revolution in ESG monitoring with over 90% of 

respondents to a recent NCI survey incorporating ESG compared with less than 50% 5 years ago. It is 

a trend we have observed ourselves, with many of the active fund managers that we follow now 

embedding ESG principles within their investment processes. The move is in response to an increasing 

demand for ethical investing, particularly for the younger generation.  Passive funds, which follow an 

index, cannot generally make this distinction but FTSE Russell has just launched a FTSE100 ESG index 

allowing investors in index funds a chance to incorporate ESG objectives into their investments. 

Despite this progress, there remains a huge amount to be done in the industry to satisfy the demands 

of investors in this area – not least the lack of standards to disclose ESG performance in portfolios – 

the industry needs to advocate for a prudential regulatory regime to give confidence that standards are 

being adhered to. For the time being, the key is to know and understand the underlying investment 

process and select Fund Managers that actively follow, and crucially vote, on ESG principles. 

FTSE 100 >7,107.20| DOW >25,985.16 | HANG SENG >28,633.18| GOLD > 1,320.1 | £1= 1.33 | £1 = €1.17 

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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