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Whilst the Chinese/US relationship continued to deteriorate a new front in Trump’s global trade wars 

was opened and swiftly closed this month. The potential economic impact at home proved to be too 

damaging even for Trump. The Fed has continued with its new policy of talking down interest rates 

although it did not make the move this time. Navigating the Presidential tweet fest and understanding 

the impact on the real economy requires deft handling and there is still time for Trump to alter the 

current economic trajectory with a well-timed agreement with China over trade tariffs. Nevertheless 

the fact that the Fed is considering rate cuts indicates their concern over the direction of the US 

economy. In Europe, the hunt for the successor to Junker, Tusk and Draghi has been complicated by 

the fragmented election result. Political risk is also building in Italy over their perennial budget 

problems. The European Central Bank indicated that it was ready to launch more stimulus in the shape 

of lower rates or further asset purchases. Tensions in the Gulf have caused volatility in the oil price.  

Headline news this month has been all about the Tory leadership contest with the Byzantine process 

finally producing two Brexit candidates who speak the same language despite fluffing out their 

differences over Brexit and painting them as a choice. Both candidates want out of the EU so we can 

expect those who wish to remain to deploy the same old tactics to frustrate. It is generally 

acknowledged that the risk of a no deal Brexit has increased. Meanwhile the economic impact of 

stockpiling in Q1 has been felt with GDP falling 0.4% month on month in April. As expected car 

production was particularly hard hit. Pay rises have now reached an average of 3.4% year on year. For 

the first time since the Industrial Revolution, the UK is generating more electricity from renewables 

than from fossil fuels. 

Markets were off the races again this month with speculation of a US rates cut. In the event the Fed 

kept its powder dry and rates unchanged but the signals were positive. The futures market is pricing in 

a high chance of both a rate cut in July and of 2 further cuts by the end of the year.  US market indices 

have recovered to their previous highs. The timing was good for the US stock market debut of the 

workplace communication business, Slack. This despite an unconventional approach to going public 

which saw it listing shares directly on the stock exchange. The UK leadership contest has tested the 

strength of sterling and it briefly touched its lows against the dollar. The FTSE usually benefits from a 

weak currency due to the number of overseas earners in the index and so it was this time.  

 

Mark Carney, Governor of the Bank of England, has announced that, after a period of consultation, 

non-banks will be able to hold BofE accounts. This brings the likes of World Pay under the regulatory 

auspices of the BofE whilst allowing them to operate on a level playing field with commercial banks. 

Expect complaints from those who currently act as intermediaries and for whom a lucrative earnings 

stream will disappear.  In the same speech, Carney welcomed the new proposal from Facebook for a 

digital currency (Libra) although insisted that the regulatory groundwork would have to be thoroughly 
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prepared in advance. As an indicator of the gravity with which the BofE views climate change, the 

annual bank stress test will include climate change as of 2021.

 

The suspension of the Woodford Equity Income Fund made headline news and the fallout has spread 

way beyond the cloistered world of the former star. Nicky Morgan MP, Chair of the Treasury 

Committee, asked for evidence from both the regulator and Hargreaves Landsdown, a key promoter 

of the fund. Fidelity waded into the row, blocking new investments in the fund. We note that the 

ramifications are being felt across the industry as fund managers review their liquidity policies and 

practice. The issues with Woodford had been coming for a while. We did not like what we saw at our 

regular fund review and in early 2018 we took the unusual step of writing to all clients to explain our 

concerns and recommend sale of the fund. As the regulator digs deeper into the debacle we expect 

that the fact that Woodford was investing in small and unquoted companies whilst masquerading as a 

large cap income fund will be at the centre of their findings.  

Mario Cuomo, three times Governor of New York, writing in an article in the New Republic 4th April 

1985, provides sagacity to the candidates for the next Prime Minister. 

FTSE 100 >7,422.43| DOW >26,548.22 | HANG SENG >28,216.33| GOLD > 1,420.90 | £1=$1.27| £1 = €1.12 

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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