
 

 
 

Summer  Update - Keep Calm and Carry On 
- but be wary 
 
As we work through this volatile year, the economic 
data that we continue to look at remains strong 
globally and the global financial condition still looks 
in good health. The only variables and ones which 
can be of great significance are the politics, Trump 
and BREXIT.  
 
Economic models that economists use continue to 
show that we shouldn’t be worried about the 
economic landscape, as the core economic 
fundamentals remain strong. Financial conditions 
have only moderately eased since the financial 
market weakness in February and have remained 
relatively tight compared to the favourable 
conditions seen throughout 2017. It is argued that 
the risks we saw at the beginning of February were 
exacerbated by the robust growth we had in 2017, 
and that investors only panicked as to when the end 
of the cycle was, especially with the US 10 year yield 
spiking above 3%.  
 
As a result, the global sell off we saw was based on 
elevated valuations being depressed by a drop in 
investor sentiment and it has not recovered due to 
the tariffs that are being applied by the Trump 
administration. Data is still supporting of a balanced 
approach to investing and we are still being 
relatively cautious.  
 
History tells us that nine years into a Market ‘bull 
run’, the cycle will alter soon. The longest bull run 
post WW11 was 12+ years (1987 to 2000) with data 
slowing and negative risks increasing as we continue 
with the rate rise cycle in the US and tightening 
policy.  
 
 
 
 
 
 

 
 
Overall nothing is simple, currently both the UK and 
US may be nearing the peak of this economic curve. 
 
The growth in the expansion phase eventually slows 
down and reaches to its peak. This phase is known as 
peak phase. In other words, peak phase refers to the 
phase in which the increase in growth rate of a 
business cycle achieves its maximum limit. In peak 
phase, the economic factors, such as production, 
profit, sales, and employment, are higher, but do not 
increase further. In peak phase, there is a gradual 
decrease in the demand of various products due to 
increase in the prices of input. 
 
The increase in the prices of input leads to an 
increase in the prices of final products, while the 
income of individuals remains constant. This also 
leads consumers to restructure their monthly 
budget. As a result, the demand for products, such 
as jewellery, homes, cars, refrigerators and other 
durables, starts falling. What usually comes next is 
Recession: 
 
If we were to summarise the view from these 
economists, it is that the data is still strong and, yes, 
we have had a couple of blips in the markets 
recently, but by no means do they lead to an 
imminent slowdown in the coming three to six 
months. But that is not the outlook if we were to 
look at 12 months for example. By analysing this 
data, it is apparent that the consensus is this year 
will remain strong, but 2019 will show a general 
slowdown and an economic recession or a sharp 
slowdown is inevitable by 2020 if the US continue on 
the current path of tightening (raising Interest rates). 
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Remember the markets do not sell off when it is 
happening they look forward and start to sell off as 
this becomes a known reality and that may coincide 
with data that as yet is not reflecting reality.  
 
What that means is that the markets will sell off 
before the slowdown happens on an expectation 
that it is about to happen, which is expected as we 
enter 2019.  
 
 However, one must remember the best 

investment philosophy. 
 If returns are likely to be lower this means you 

need to invest more to reach your goals, there is 
no free lunch. 

 If you are investing for ten, 20 or even 50 years 
we know with certainty there will be bad years.  
However, time and time again, investing 
rewards patient long-term holders who stick to 
their plan.   

 The longer you stay in the market, the better 
will become your investment return.  

 
When it comes to investing in stocks, many investors 
are afraid of buying at the "highs" so they listen to 
the so-called "experts" for the right time to get into 
the market while sitting on their cash in the interim. 
The fact is that nobody can time the markets 
consistently. It is time IN the market, rather than 
market timing, that is the key to long-term 
investment success. 
 
 
 
 
 
 
 
 
 
 

What should we do about it? 
 
Sticking to the following rules should certainly help 
though: 
 What are your long terms objectives and goals? 
 Do you have enough cash reserve?  
 Use valuable tax allowances such as ISAs 

because, all other things being equal, reducing 
the impact of tax will improve your returns. 

 Review and increase the amount you save 
annually if possible. 

 Manage costs, as costs are one of the few things 
you can control. 

 Stay disciplined – remember the impact of 
missing just a few of the best days. 

 
Past performance neither guarantees nor reliably 
indicates future performance. The value of 
investments and the income from them will 
fluctuate with world equity markets and 
international currency exchange rates. 
 
We can HELP you! 
 
If you wish to review your current investments please 
seek advice. 
 
Cansdales Ltd can guide you through complex areas 
by providing Independent advice and solutions to 
many problems. We can also review your existing 
arrangements. 
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