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Introduction Introduction Introduction Introduction     

After the economic traumas of Q3 global markets on the whole fared much better over the final quarter 

of 2015 although as ever there were clear differences between the performances of the main global 

indices. 

In the US Janet Yellen and the FED have finally raised interest rates (by 0.25%) and although there are 

concerns over how this will affect emerging economies and parts of the fixed income markets it would 

also appear that many analysts have breathed a huge sigh of relief as the guessing / waiting game is now 

over. 

Europe bore witness to the terror atrocities in Paris and whilst security fears have been heightened 

across the continent the European markets proved resilient to the tragedy and continued to perform 

well for the remainder of November. They were however less keen on the Mario Draghi’s comments 

regarding further QE and this led to a week of further market volatility at the start of December. 

At home George Osborne delivered his autumn statement signalling further austerity measures whilst 

the EU exit debate rumbles on with the former Defence secretary Liam Fox hitting the headlines with 

his backing for Britain’s withdrawal from the Union. From a market perspective the FTSE 100 was once 

again burdened by its exposure to energy and commodity stocks and despite the late ‘Santa Rally’ over 

the calendar year the Index finished in negative territory for the second successive year and this is the 

first time that this has happened for 30 years. 

Mixed data came out of the Asia Pacific, Japan and Emerging Market sectors with China continuing to 

play a dominant role across the regions but once again Japan (despite creeping back into a technical 

recession) ended up at the top of the pile for developed economies’ market performance in Q4 2015. 

USA USA USA USA     

As mentioned in the introduction to this update the FED has finally decided that the US economy is in a 

strong enough position to raise interest rates and hence rates were raised for the first time in seven 

years by 0.25%. 

 

Whilst the rate increase was largely predicted it did come off the back of further solid economic data 

from Q3 and Q4 with unemployment figures remaining encouraging, GDP figures up, wage growth 

figures increasing and impressive expansion stats from the service sector.  

 

Analysts have now moved on from the ‘will they won’t they’ interest rate rise debate to try and second 

guess when and by how much further rate rises will occur over the course of 2016 and there is no doubt 

that emerging economies in particular will be keeping a very close eye on these developments.  

 

At McLaren Capital we still to see value in the US for our clients as we believe that developed economies 

will continue to be at the forefront of global economic growth in 2016. However as we have previously 

noted the strengthening of the USD could have an adverse effect on the US’s manufacturing and 

exporting sectors and only time will tell how well any further interest raise rises will be taken by the 

markets. 

2016 is also election year and hence if history is anything to go by we would expect to see steady returns 

from the US markets. From the past 21 election years there have only been 4 years where the S&P 500 

has had a negative return, 1932 (the second big shock of the Great Depression), 1940 (World War 2), 

2000 (the Dotcom Bubble Burst) and 2008 (the Credit Crisis) so four huge events in not only stock 

market history but world history in general.  

Whilst there are never any guarantees in investments or the markets the McLaren Capital investment 

committee does not envisage anything as dramatic as the 4 events listed above occurring in 2016 and 

hence this adds further weight to our continued support for the US.  
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UK UK UK UK     

The UK markets have had significantly different fortunes through the course of 2015. The large cap 

FTSE 100 ending the year down (due mainly to the effect of energy and commodity stocks) whereas the 

more ‘UK home based’ smaller companies index has actually produced positive double digit returns.  

 

As with the US economy the UK economy is looking in relatively decent shape with recent official 

statistics showing a further decrease in unemployment and more favourable wage growth figures. 

However continuing negative inflation (mainly due to food prices and oil prices) has meant that Mark 

Carney and the Bank of England have so far resisted the urge to raise interest rates.  

 

The outlook for 2016 remains relatively positive but as alluded to in the introduction of this report the 

outcome of the UK’s ongoing discussions regarding its membership of the EU will of course play a 

significant role in the direction of economic policy going forward.  

 

The McLaren Capital viewpoint on the UK has once again remained similar to previous updates. We 

continue to see value across the UK markets but remain convinced that investors require true multi-cap 

exposure so that they can benefit from potential growth in the UK as a whole and we believe that the 

blend of UK Equity / UK Equity Income funds in our portfolios offers such exposure. 

    

Europe Europe Europe Europe     

The Eurozone still faces a number of ongoing challenges but despite the terror attacks in Paris, the 

underwhelming response to Mario Draghi’s latest comments on further QE, the mass influx and re-

settling of Middle Eastern refugees and the potentially troublesome election results in Spain, some of 

the zone’s members have performed well in Q4 2015. 

 

Germany’s and Ireland’s performances particularly stand out over the quarter but there has also been 

solid economic data reported across the zone as a whole. The European Commission’s Economic 

Confidence index rose to its highest level in 5 years, unemployment figures fell to 10.70% at the end of 

October and the Eurozone composite PMI (purchasing manager indices) reading of 54.40 was also the 

highest recorded for 5 years.  

 

As noted above the markets were relatively uninspired by Draghi and the ECB’s latest announcement 

regarding monetary stimulus but given the improvements in the economic data it is debatable whether 

additional stimulus was actually required and importantly it means that the ECB has something left in 

reserve should they need to use it during the course of 2016. 

 

At McLaren Capital we retain our belief that the Eurozone offers opportunities for investors going into 

2016 and so we continue to see value for our clients in this vast trading region. We predict that volatility 

will remain in 2016 and that there are likely to be big differences in how the member states perform but 

with the help of our experienced European Equity managers we see plenty of potential for the region as 

a whole in the New Year.  

Japan Japan Japan Japan     

Japan’s stock markets have once again had an excellent quarter and have led the way for developed 

economies through the 2015 calendar year. The fact they have managed this is, from the outside, 

somewhat surprising though given that the economy slipped back into a ‘technical recession’ in Q3 2015. 

However as various Japanese fund managers and analysts point out the GDP data actually hides the fact 

that a broad based economic improvement is indeed underway in Japan and Q3 data actually saw 

impressive consumption, exports and imports improvements.  

In addition commentators point towards the potential of the Trans-Pacific Partnership trade agreement 

(although this does of courses still need to be ratified in the US) and the fact that domestic companies’ 

earnings have been growing at a steady pace throughout 2015. Alongside this PM Abe’s introduction of 

the ‘Corporate Governance Code’ earlier in the year is starting to bear fruit as previously silent 
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shareholders are now starting to make their feelings known which in theory should have a long running 

positive effect on corporate governance (which has historically been poor) in Japan.   

The McLaren Capital investment committee continues to see potential in Japan and is therefore happy 

to maintain our clients’ exposure in their portfolios (via global equity funds). PM Abe’s ‘3 arrows’ plan 

still has some way to go but when we analyse Japanese stocks against other developed markets’ they still 

look relatively  good value (despite a strong 2015) and hence we believe that the rally in the Japanese 

markets still has legs.  

We would (as always) remind our clients though that investing in Japan has traditionally been a volatile 

experience and hence although we continue to see value we also expect there to be ongoing volatility 

within the Japanese markets.  

Asia and Emerging MaAsia and Emerging MaAsia and Emerging MaAsia and Emerging Marketsrketsrketsrkets    

As usual in these sectors it is hard to look past China and the relationship it has with the rest of the Asia 

Pacific region and emerging markets in general and Q4 2015 has been no different. China has released a 

real mixed bag of economic data over the course of the quarter and this has been reflected in the 

markets although the Hang Seng has finished the quarter and indeed the year in the black which is 

impressive considering the huge fall out over the summer. 

As we have reported on before China consumes a huge proportion of the world’s natural resources and 

hence any slowdown in the Chinese economy has a massive impact on commodity exporters and as such 

the likes of Brazil have once again had a poor quarter to end what has (for Brazil) been a highly 

troublesome year from both an economic and political perspective. 

India has been a long running favourite with fund managers in these sectors but was another economy to 

have a hard time in Q4 2015. As with China, India has released variable economic data and the markets 

did not react particularly well to PM Modi’s defeat in the Bihar state elections. That said India has now 

overtaken China as the world’s fastest growing significant economy and so will no doubt continue to 

attract a lot of attention from investors around the globe.  

Other regions in the huge emerging markets sector have also had a very difficult quarter with the EMEA 

(Middle East and Africa) region being hit the hardest followed by South America and concerns have 

been raised further due to the monetary policy normalisation in the US (interest rate increase). A strong 

USD has traditionally gone hand in hand with weak performance in the Emerging Markets sector and so 

time will tell whether the dollar will strengthen further in 2016 and how strong (and indeed long) a 

headwind this will produce for emerging markets. 

As with some of the other sectors in this report, 2015 has been a very difficult year for these two huge 

economic regions. We do believe that value and opportunities remain but we equally remain wary of the 

seemingly indiscriminate sell off that took place over the summer months and the ongoing affect this has 

had on investor sentiment in the emerging markets sector in particular.  

Taking all of the above into account the McLaren Capital investment committee continues to believe 

that both of these huge sectors remain worthy of our clients’ attention but equally our clients have to 

remain aware that there is likely to be significant ongoing volatility in both Asia and Emerging Markets 

and as such any investment there needs to be viewed as a long time call rather than a short term 

opportunity. 

Fixed Income Fixed Income Fixed Income Fixed Income     

There has been widespread talk of a ‘bond bubble’ for some time now and Q4 2015 did indeed witness an 

event which increased concern in the overall debt sector when Third Avenue Management halted 

redemptions in one of its high yield funds which in turn increased concerns of a mass selloff and a 

liquidity squeeze in the market.  
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In truth the fund in question holds a high proportion of its assets in ‘junk’ or higher risk bonds and so 

there will always be greater risk in such a collective investment but the incident has again brought the 

liquidity issue within the sector to the forefront. As is often the case though the situation appears to 

have been somewhat overhyped and the ‘bond bubble’ has indeed not yet been burst.  

A further challenge now facing the fixed income markets is the schedule of upcoming interest rate rises. 

The recent 0.25% increase is unlikely to cause too many shockwaves but there may be issues further 

down the line if the FED and / or other developed nations raise their interest rates quickly as any further 

rises (if they happen quick enough and are of sufficient size) could affect the attractiveness of the debt 

markets to investors.  

At McLaren Capital we retain the view from our recent updates that there is an ongoing global demand 

for fixed income and that whilst further interest rate rises are inevitable we believe that they will not 

occur at a rate that will cause turmoil in the debts markets.  

We therefore re-iterate our view from the previous update which is that we continue to see value for the 

inclusion of debt instruments in both institutional and retail investors’ portfolios and hence we remain 

convinced that fixed income will continue to play an important role as an asset diversifier (via our multi 

asset managers) in the McLaren Capital portfolios.  

Property Property Property Property     

UK Commercial property has continued to tick over through the course of Q4 2015 and as a sector ends 

the year firmly in positive territory and the McLaren Capital investment committee’s opinion of the 

sector has not changed since our last update.  

Through our ongoing contact with property analysts and property managers we continue to see 

potential for the sector in general going into 2016.  We do believe that certain areas of the market have 

now become expensive and that returns going forward are more likely to be income rather than capital 

driven but as a whole we remain relatively bullish on the sector and this is aided further by the generally 

positive economic conditions in the UK and the fact that new commercial developments are relatively 

few and far between.  

Absolute ReturnAbsolute ReturnAbsolute ReturnAbsolute Return    

The Absolute Return sector contains all manner of different investment strategies which take varying 

degrees of risk. There can be no doubt that the summer events have made it harder to manage such 

strategies but we still believe that some of the lower risk strategies continue to offer strong 

diversification benefits within our clients’ portfolios so we are happy to retain our current exposure to 

the absolute return funds in the McLaren Capital portfolios.  

 

CommoditiesCommoditiesCommoditiesCommodities    

There can be no doubt that commodities in general have had an ‘annus horribilis’ and although Q4 2015 

started off with a slight rally most commodities have ended in the month firmly in the red. Oil prices 

have slipped even further through Q4, whilst gold and silver have both reported losses for the quarter. 

Analysts remain split on whether 2016 will be a comeback year for commodities or whether there may 

indeed be more pain. China’s economy is of course at the centre of the storm as the slowdown there has 

huge implications on the demand and hence price of various commodities and the likes of the National 

Australia Bank believe that the aforesaid slowdown will push the prices of iron ore even further, 

potentially as low as Australian miners’ break even prices and so the outlook looks very mixed.  

So as before the McLaren Capital investment committee believes that is it currently too risky a sector to 

expose our clients to directly and hence we retain our previous negative outlook despite the fact that 

valuations are looking even more attractive now than they were 6 months ago.   
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Conclusion Conclusion Conclusion Conclusion     

As the dust settles on another year there is no doubt that 2015 was a fascinating year in the financial 

markets. Key events were the election of the Greek Syriza party in January, the strong market rallies up 

until April, the outright majority victory of the Conservatives in the UK in May, the Greek referendum 

result in July, Black Monday in China and around the globe in August, the atrocities in Paris in 

November and then finally the long awaited interest rate rise by the FED in December. The year can in 

many ways be split into two parts; the first saw strong, almost universal, market returns over the first 

quarter or so and then the second part has seen markets falter and attempt to recover over the 

remainder of 2015. At McLaren Capital we believe that this year’s market events and all the associated 

twists and turns show how important ongoing management of our clients’ portfolios continues to be. 

2016 promises to be an equally exciting year and has indeed started with a bang with market wobbles 

caused by weaker than expected data coming out from both China and the US. As mentioned earlier in 

this report the US elections have the potential to be huge, could Donald Trump be the next President or 

could it be Hilary Clinton; will Britain remain in the EU and when will Mark Carney and the BOE raise 

interest rates; can Draghi and the ECB continue to stabilise the Euro Zone recovery; can the Chinese 

administration continue to manage the monster that is the Chinese economy and finally what of the 

emerging economies who have had such a torrid 2015; all important questions.  

In line with this we will as ever be monitoring global economic developments carefully to ensure that our 

clients’ portfolios remain invested in suitable fund selections and asset allocations that match both their 

investment objectives and their attitudes to investment risk.  
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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. 


