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McLaren Capital Market Overview Q4 2014 

Introduction 

The last quarter of 2014 has seen significant volatility return to the global markets with the falling price of 

crude oil playing an important part in the market turbulence. However as can be seen in the chart below the 

much predicted Santa rally that arrived a couple of weeks before Christmas has significantly reduced the 

earlier losses.  

 

As has been the case through much of 2014 there has again been a large variation in the performance of the 

different geographic regions in Q4 2014 and the reasons for these will be discussed in further detail in the 

individual country sections of this report. 

The big questions as we head into 2015 revolve around the timing of potential interest rate rises in the UK and 

the US and whether the Bank of Japan and the European Central Bank will have any success with their 

respective QE programmes.  

USA  

The US has continued to storm ahead in Q4 with annualised Q3 GDP figures being revised upwards to 3.9% 

alongside other positive economic data such as improving manufacturing numbers and a further reduction in 

unemployment figures. Alongside this the Republican victory in the Senate has been largely well received and 

this has further boosted confidence in the US markets.  

2014 as a whole has seen the S&P break record after record and much of the credit for this can be placed on 

the success of the FED’s QE programme and the fact that balance sheets in the US have been repaired in a far 

quicker timescale than in the likes of the Eurozone.  

In terms of the McLaren view of the US we continue to see opportunities for our clients but remain fully aware 

of the high valuations within the US markets.  However it is impossible to ignore the strength of the ongoing 

economic recovery and as such we still feel confident in retaining US exposure in the McLaren Capital 



portfolios and retain our preference for funds that have a larger cap stock bias such as Schroder QEP US Core 

and Fundsmith which has significant exposure to US stocks.  

UK  

The UK markets have had a tougher time than the US markets through much of the 2014 calendar year and 

this trend continued in Q4.  

Economic data coming out of the UK has continued to be mixed through Q4. Positive numbers have been 

reported for GDP growth, industrial production and retail sales but against this the trade deficit has widened 

and public borrowing remains high and the markets appear to have reflected this with low gains over the 

course of Q4. 

The upcoming elections in 2015 are likely to be key in terms of the ongoing economic recovery as current polls 

point towards the likelihood of another coalition government and the direction of the recovery will most likely 

be dictated by whoever is the leading coalition partner.  

The McLaren viewpoint remains the same as per our previous update as still feel that the UK markets (across 

large, mid and small cap) offer opportunities from both a capital growth and income perspective and hence we 

retain our exposure to UK funds within the McLaren Capital portfolios.  

Fixed Income  

UK Gilts have once again managed to outperform the UK Corporate, Strategic and High Yield sectors over Q4 

2014 and out of the 4 sectors UK Gilts have been the clear winner over the whole year. 

 

As can be seen on the chart above UK Gilts performed particularly well when the equity markets suffered from 

turbulence in both early October and early December and so it would appear that investors once again flocked 

to supposed safer investments when the equity markets were suffering.  

The fixed income markets have been extremely difficult to call in 2014 and as we have previously reported gilts 

in particular have seemingly performed in a manner which negates past economic theory and one only needs 

to look at the holdings of various well respected fixed income and multi asset managers, such as Marcus 



Brookes and his team at Schroders, who have had minor or at times no fixed income exposure through 2014 

due to their view of the pricing and liquidity issues within the sector. 

At McLaren Capital we retain our belief in the diversification benefits of holding fixed income in our portfolios 

and continue to believe that the best way to gain this exposure is through the use of flexible strategic bond 

managers who are able to pick and choose where to invest across the fixed income spectrum. 

Europe  

Performance across the Eurozone was again varied in Q4 2014 with large differences in the fortunes of 

member specific markets. On the positive side there were encouraging signs in Ireland and Germany whilst on 

the flip side there were further woes in Portugal and Greece. 

 

The ECB cut its growth forecasts for the Eurozone in early December with the largest predicted downgrades 

being the growth figures for 2015 (reduced from 1.60% to 1%) and 2016 (reduced from 1.9% to 1.5%) and this 

had a negative effect on the Eurozone markets in general.  

The markets are now waiting to see what decisions the ECB makes in regards to QE in early 2015. According to 

various analysts ‘full QE is now inevitable’ but with heavy resistance from Germany over sovereign QE it is still 

highly debatable over when and how full QE could be rolled out across the member states.   

From a value perspective figures would suggest that there are greater growth opportunities in Europe than 

either the UK or US due to the high market valuations in the latter two economies but at McLaren we believe 

that this value argument needs to be tempered against the fundamental economic issues that remain across 

the continent and the problems facing the ECB in terms of their QE programme. 

The McLaren investment committee retain our belief in having European exposure in our portfolios and will 

continue to use a specific European fund for our more adventurous investors and multi-asset / region funds for 

our lower risk investors. 

  



Japan  

Japanese markets rallied in Q4 despite Q3 GDP figures suggesting that the economy had slipped back into 

recession. The rally can be attributed to the further economic stimulus that the BOJ announced in Q4 

alongside the decision by the government to postpone the planned 2
nd

 tranche of the consumption tax hike. 

The poor economic data led Prime Minster Abe to call a snap election and his party the LDP won a new two-

thirds majority which has granted his government and his ‘three arrow’ economic approach more time to 

achieve its aims. 

The McLaren view on Japan has remained the same as per our last update. We appreciate those 

commentators who continue to see value in the Japanese markets but we remain wary of the long term 

prospects of the market rally in Japan and so we will continue to trust our multi asset and multi region 

managers to make the decisions over when to invest in Japan. 

Property 

The UK Commercial Property sector has continued to produce positive results through Q4 2014.  

A Savills property update published on 17
th

 December 2014 predicts that there will be slower capital growth in 

both 2015 and 2016 but alongside this analysts expect rental yields to increase and so in theory the sector 

should continue to produce steady returns over the next 12 – 24 months. 

The McLaren investment committee has continued to have dialogue with various direct property fund 

managers and multi asset managers who invest in property and having taken into account their opinions we 

have decided to continue supporting bricks and mortar funds as our chosen form of exposure as we retain the 

belief that such funds will continue to offer the potential for both capital growth and as mentioned a potential 

uplift in the income that they may generate in 2015.  

Asia and Emerging Markets 

As with the Eurozone there have been significant differences in terms of the performance of these sectors’ 

constituents with South America lagging behind the other regions: 

 



Russia has once again been the clear loser and the combined effect of the oil price crash and the ongoing 

sanctions has had serious consequences for the Russian currency and the economy in general. Brazil also 

suffered due to a weakening of economic indicators.  

China posted higher returns than expected and this was in part due to the first interest rate cut by the People’s 

Bank of China in 2 years. Whilst other ASEAN countries such as the Philippines and Indonesia have continued 

to produce steady growth and all the net oil importers in the region have benefited significantly from the price 

of oil decline.  

The ongoing oil price war will continue to effect the regions’ economies depending on whether they import or 

export oil and the ending of QE in the US and the strengthening of the US Dollar could have a detrimental 

effect on emerging economies that have taken on significant loans in USD. 

The McLaren viewpoint has once again remained largely in line with our previous update. We continue to see 

value in both Asia and the Emerging Markets and have therefore decided to retain exposure to both sectors 

but alongside this we would also expect there to be further turbulence across the respective markets.  

Commodities 

 

Gold has had a rare positive quarter, with various governments such as China and Russia continuing to build up 

their stocks and analysts such as Goldman Sachs now believe that Gold has perhaps found its correct price of 

around $1,200 an ounce.  

Commodities in general have had a rough quarter with the tumbling oil prices and a supply gut of raw 

materials in general. 

We will of course continue to monitor both sectors but having listened to recent updates from the likes of the 

JPM Natural Resources manager it is very hard to have any genuine confidence in either sector over the next 3-

6 months. 

The McLaren Capital Investment Committee therefore once again maintains a neutral viewpoint towards both 

sectors as we continue to feel that investing in a sector or country simply because it is cheap is too risky for our 

clients and goes against the core principles upon which we select investments. 



Conclusion  

After the relative calmness of Q2 and Q3 2014 market volatility returned in Q4 and if the markets had not 

benefited from the late Santa rally this report would be commenting on larger losses over the period. 

As we look towards 2015 key themes are likely to be ongoing QE in Japan and Europe, possible interest rate 

rises in the UK and US and the ongoing implications of the fluctuating price of oil. Alongside this we also wait 

to see how the ending of the QE in the US affects emerging economies across the globe whilst at home the 

results of the upcoming UK General Election will most likely have a significant effect on the UK economy.  

Whilst we will of course monitor all the aforesaid developments carefully we will still continue to manage our 

clients’ portfolios using the same principles as before. We will not attempt to time the markets or anything 

foolhardy like that, instead we will continue to construct diversified portfolios that offer our clients both 

growth potential and downside protection.    

 

  

IMPORTANT NOTES 

This market overview contains the opinions of the McLaren Capital IMC and a variety of external analysts. The 
report does not represent a recommendation of any particular sectors or products. The information contained in 
the report is for information only and should not be considered investment advice. And the information within the 
report has been obtained from sources which although we believe to be reliable cannot be guaranteed. This is not 
a promotion of McLaren Capital’s services. 

The information in this market report is provided in good faith, and whilst every care has been taken in its 
preparation, no responsibility is accepted for any errors or omissions which, despite all precautions, it may contain. 
The investment consulting services referred to may not be suitable for all investors. The information in this report 
is limited to general information and does not constitute individual investment advice. Should you wish to discuss 
your specific financial circumstances, please contact us at info@mclarencapital.co.uk.  

Certain products and services mentioned in this report are subject to the legal requirements and regulations of the 
relevant jurisdiction. This report is not intended to solicit an offer to buy or sell investments in any jurisdiction 
(including without limitation the United States of America).  

This report is provided on an "as is" and "as available" basis. McLaren Capital makes no representations or 
warranties of any kind, whether express or implied. By using this report, you assume any and all risks that this 
report and any content in it may be incomplete, inaccurate, out of date or not meet your requirements. In no 
circumstances whatsoever can McLaren Capital be liable for any direct, indirect, punitive, incidental, special or 
consequential damages arising out of or in any way connected with the use of this report or any information that it 
contains.  

Please do not reproduce wholly or in part, distribute or publish this document without the consent of McLaren 
Capital. 

 
 
 


