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Introduction Introduction Introduction Introduction     

After a strong start to the year market volatility has returned significantly across the majority of global indices in Q2 2015 as investors have become increasingly concerned over 

issues facing global fixed income markets, country specific economic worries and of course the ongoing situation in Greece which has dominated the news in recent weeks.  

 

The global economy has benefited from years of ultra low interest rates and mass quantitative easing and as such it is not surprising that the bull market run has been checked. 

As Keith Wade (the chief economist at Schroders) recently noted, global growth is predicted to remain flat at 2.5% for a fourth consecutive year and the involvement of Obama 

and other key G7 leaders in the ongoing Greek saga highlights the ongoing concern for continued global economic growth.   

    

    



USA USA USA USA     

As we have commented on in the past, the US retains its position as the country that others look to as the driving force behind the global economy but after 6 years of recovery 
it would appear that the economy is starting to waiver.  
 
Data from Q1 was weaker than expected with official figures showing that the economy shrank by 0.70%. In part this was due to the strength of the dollar but other factors such 
as weaker performance from US exporters also played their part.  
 
Janet Yellen and the FED remain typically upbeat with their prediction for improving economic data over the remainder of 2015 but as before eyes across the globe remain 
focussed on when rather than if interest rates will rise.  
 
At McLaren we retain our view that opportunities remain in this superpower economy but we also remain fully aware that the stock valuations cannot continue to rise 
indefinitely.  
 

UK UK UK UK     

The results of the UK General Election surprised many with the Tories sweeping to a largely unpredicted outright majority and whilst the markets initially reacted favourably to 
the result they have since been caught up in the Greek saga like most other global markets.  
 
Inflation turned negative in April for the first time in 50 years but this was largely due to the falls in global energy prices and has since rebounded, be it to levels not much above 
zero. Unemployment fell to 5.5% in April which is the lowest rate since the summer of 2008 but alongside this wage growth is now accelerating in real terms and this means that 
wage growth is at its highest for 3 years.  
 
As with the US, there is now further pressure on the BOE regarding interest rate rises and whilst it is likely that they will occur in the US first, the UK may well not be too far 
behind.  
 
The McLaren viewpoint on the UK is similar to that of the US, we continue to support the region but remain wary of the challenges that lie ahead. 

    

Europe Europe Europe Europe     

The European economy expanded in Q1 2015, rising by 0.4% from January to April and this followed 0.3% growth in Q4 2014 and within Q2 there were a number of standout 
performers including the French, Italian and German economies.  
 
That said, it is however hard to look past the current Greek situation in terms of the short term outlook for the Eurozone as a whole. 
 



In theory the imposition of capital controls in Greece will have a dramatic effect on Greece but limited economic bearing on the zone as a whole. The reasoning behind this is 
that Greece makes up less than 2% of Eurozone GDP and around ¾ of the debt is held by the public sector and therefore the likes of Jupiter’s fixed income manager Ariel 
Bezalel do not see the ‘Grexit’ as a potential Lehman moment.   
 
However, a lot of market performance in recent years has been based on investor sentiment and the perceived notion of safety and so at McLaren we continue to urge on the 
side of caution with regards to European equities’’ short term prospects. 
 
 

Japan Japan Japan Japan     

The Nikkei Index surpassed the giddy heights of 20,000 for the first time in 15 years during Q2 2015 and went on its longest winning streak since 1988. However the question is 

very much what happens next as the Japanese stock markets crumbled in 2000 which was the last time the Nikkei stood above 20,000.  

Various Japanese fund managers such as Invesco Perpetual’s Paul Chesson believe that the country now lies in better stead than it did 15 years and so is less likely to witness such 

a dramatic market correction again. He pinpoints various key reasons for this viewpoint which include the recently introduced ‘Corporate Governance Code’ and an 

improvement in economic growth and unemployment figures and all three should in theory help with domestic consumption which has traditionally been the largest part of the 

Japanese economy.  

Despite the recent rally the Japanese equity markets also remain attractive in relation to various other developed nations and hence many Japanese managers remain cautiously 

optimistic with their outlook.  

    

Asia and Asia and Asia and Asia and Emerging MarketsEmerging MarketsEmerging MarketsEmerging Markets    

As ever there have been significant differences between the top and bottom performers of this vast geographic sector. India and Indonesia have continued to do well, whilst 

China has had a correction and Latin America was the weakest geographic region over the quarter. 

Many of the sectors’ constituents suffered from downward growth forecasts as well as concerns over the tightening of US monetary policy which has led to a strengthening of 

the USD and further reductions in commodity prices. 

China continues to dominate the Asia Pacific region and after an exceptionally strong rally in April, has seen a significant turnaround over the remainder of the quarter due to the 

weaker than expected economic data and lower than expected inflation. The Chinese government remain as ever fully committed to steadying the ship and as such the People’s 

Bank of China responded by cutting interest rates by a further 0.25%.  

The McLaren Capital investment committee continues to believe that opportunities remain in both the Asian and Emerging Market regions but as has been the case in a number 

of our recent market updates, there is no doubt that managers will need to be more selective than ever before in these opportunities.  



Fixed Income Fixed Income Fixed Income Fixed Income     

Fixed Income in general has had a problematic quarter. We have written in the past about high valuations and liquidity issues across many of the fixed income sub sectors and 

the concern this has caused many managers over fixed income in general.  

The recent turmoil in Q2 2015 has highlighted the lack of liquidity in the markets in periods of turbulence and as illustrated below, a number of these debt sub sectors have really 

struggled over the course of Q2 2015. 

Fixed Income as an asset class has become an increasingly difficult sector to analyse due to an ever increasing number of sub sector genres, as well as the fact that many of these 

sub sectors no longer react / behave to economic conditions in the manner that they used to. The question asked by many is what is the new ‘normal’ for debt markets and for 

the time being the question remains very much unanswered.  

At McLaren we have become increasingly concerned about fixed income as we are struggling to see any short to medium upside potential and as such we will now entrust our 

multi asset managers to make the calls on this diverse sector. 

 

 



Property Property Property Property     

The McLaren Capital Investment Committee’s viewpoint on commercial property remains the same as per our previous update. As we have previously noted, the sector has 

enjoyed significant capital growth over the past 3 years and we anticipate that whilst this is likely to cool somewhat over the course of 2015 there is now concrete evidence of 

increased rental yields and so we would expect to see a continuation of steady gains over the course of 2015.   

Absolute Return Absolute Return Absolute Return Absolute Return     

The Absolute Return sector contains all manner of different investment strategies which take varying degrees of risk. At McLaren we believe that some of the lower risk 

strategies continue to offer strong diversification benefits within our clients’ portfolios and this is now more the case than ever, given our house view on fixed income in general 

and so we are happy to retain our current exposure to the absolute return funds in the McLaren Capital portfolios.  

 
CommoditiesCommoditiesCommoditiesCommodities    

Commodities in general have had another turbulent quarter, for example gold is off 8%, copper is off 11% whilst commodity / mining based funds have fared little better and as 

such there is little to persuade the McLaren Investment Committee that now is the time to go back directly into this sector. 

Conclusion Conclusion Conclusion Conclusion     

The second quarter of 2015 has witnessed a return to significant market volatility across many asset classes around the globe. The Greek situation appears to have the trigger 

point but we have been expecting a market correction of sorts for some time and the summer months have often proven to be a period in which markets pause for breath.  

As mentioned at the start of this report, global markets have benefited from years of low interest rates and huge programmes of quantitative easing and both of these factors 

have helped create conditions in which markets have been able to thrive and produce strong returns. 

Market rallies cannot of course go on indefinitely and as such, fund managers are now having to look harder and harder for the pockets of value that remain across the various 

geographic regions and asset classes.  

At McLaren we will of course monitor all of these developments closely and will continue to manage our client portfolios using our diversified risk based approach.  

 

 

 



 

 

 

 

  

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. 
 
 
 


