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Confounding economists and no doubt causing some discussion in the corridors at the US Federal 

Reserve, the US economy powered ahead in the second quarter up 3.2%. This in the face of gloomy 

global PMI and world trade forecasts (including the IMF). Despite wage growth of 3.3% the consumer 

was the weak spot, spending a lot less than last quarter (1.2% vs 2.5%). Analysts point to highways 

spending and inventory building as the key drivers. US/China trade talks have continued with progress 

being made and Trump has raised the temperature of trade rhetoric with the EU.  We are mindful that 

everything from the White House will be targeted at the US electorate in preparation for Trump’s 

second term campaign.  

The 12th April date for departure from the EU came and went, extended by the EU to 31st October 

with an option to leave sooner if a deal is agreed. European Parliamentary elections in May are an 

added complication. Cartoonists had a field day with the Halloween theme. The extension did not 

provide any clarity but provided a breathing space in which the entrenched government and opposition 

parties will try to attempt to break the stalemate. All options remain on the table. The uncertainty will 

continue to weigh on business investment decisions. Some companies have already altered their 

business structures to maintain EU market access and comply with regulation which has created an 

economic drag. Others will follow. A study by S&P Global Ratings put the cost of that burden at 

around 3% of GDP so far. In the Q1 2019 Deloitte survey of CFOs (representing the largest 

businesses in the UK) 49% of respondents were expecting to reduce their capital expenditure. 52% 

said that increasing cash flow was a priority – the largest number since 2010. This view is markedly 

different from the smaller company sector where earnings reports have been strong and upbeat. We 

seem to have a tale of two economies. The brief but welcome Easter holiday Brexit news respite has 

come to an end with the return of Parliament and the resumption of cross-party talks.  

Stock markets have had the strongest start to the year since 1987 with all major markets having made 

significant gains. Corporate earnings, especially in the US have been good with 75% beating consensus. 

The tech sector is set to provide some bumper Initial Public Offerings (IPOs) this year. Ride hailing is 

dominating the headlines with Lyft beating UBER to the market. Its share price has been volatile which 

seems to have knocked the $120bn UBER initial valuations by Morgan Stanley and Goldman Sachs. 

Even at the lower reports of $100bn this could make UBER one of the largest IPOs of all time. 

Pinterest, the social network, is also said to be about to tap the markets.  

This month we are taking a look at the difference between an Investment Trust and an Open-Ended 

Investment Company (OEIC). Both are pooled investments where you use a fund manager’s expertise 

to pick the investments for you. However, there are two fundamental differences. Whereas an OEIC 

creates units when the fund is bought and sold, Investment Trusts have a fixed number of shares in 

issue and are traded on the stock exchange like any other listed company.  
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As a result, an Investment Trust does not always trade at the value of the underlying investments and 

can be bought at a premium or a discount. Buying at a discount is usually favourable. The second major 

difference is that Investment Trusts can borrow. Known as gearing, this happens when a fund manager 

is particularly positive about their investments and borrows to buy more shares. When share prices 

are going up, this enhances performance. When share prices go down this accelerates the negative. In 

these periods, Investment Trust share prices can be more volatile than their open-ended counterparts. 

 

“Ne’re cast a clout till May be out” is an old adage which refers to either the month of the year or the 

flowering of the May tree and warns us not to be too hasty to get rid of our warm clothing. May will 

not be out this month. The 1922 committee of backbench Tory MPs voted to uphold the rules that 

state a leadership contest cannot be held within 12 months of the last one. There can be no clouts 

cast in the Tory party until December this year.  

FTSE 100 >7,385.26| DOW >26,430.14 | HANG SENG >29,942.36| GOLD > $1,275.05 | £1= £1.31 | £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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McLaren Capital Limited is authorized and regulated by the Financial 
Conduct Authority No 521875. This email, together with any 

attachments, is confidential to the addressee(s). If you are 
not the intended recipient of this email you should not copy it or use 
it for any purpose or disclose its contents to any person. To do so may 

be unlawful. Please notify the sender immediately by e-mail if you have 
received this e-mail by mistake and delete this e-mail and any 
attachments from your system without making any copies. We would 
be grateful if you would also copy the communication 

to info@mclarencapital.co.uk then delete the email and destroy any 
copies of it. This email and its attachments, if any, are sent 
in the strictest confidence, are privileged and unless stated otherwise 

are without prejudice and remain the property and copyright of 
McLaren Capital Ltd. 

 
This email and any attachments are sent without liability on the part 
of the writer or McLaren Capital Ltd. McLaren Capital Ltd does not 

accept any legal liability for the content and attachments of this email. 
McLaren Capital Ltd gives no warranty as to the security, accuracy or 
completeness of this email, together with any attachments after it is sent 

nor do they accept responsibility for any errors or omissions in 
the contents of this message, which arise as a result of e-mail 
transmission. Any liability for viruses is excluded to the fullest extent 
permitted by law. Registered office: The Old Forge, Shackstead Lane, 

Godalming, Surrey, GU7 1RJ. Trading address: The Old Forge, Shackstead 
Lane, Godalming, Surrey, GU7 1RJ Registered in England No:06586342. 
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