
 

 
Travelling through turbulence 
If you fly then you may well expect to experience some 
turbulence. It will be important to be wary of 
overreacting to political noise and opting for dramatic 
shifts in allocation. Equities are for long term growth, 
fixed income should play a greater role, but be selective 
and consider alternatives such as macro funds to add 
portfolio ballast and cash for short term needs. 

 

However, navigating a market cycle is a bit like flying a 
plane. The dangerous bits—the parts you really need to 
get right—are the take-off and landing. Investors need 
to have a closer eye on the controls and not be 
distracted by the usual turbulence as we pass down 
through the clouds.  

US foreign policy proved particularly disruptive for 
markets in 2018. Undeterred by the threat of higher 
costs for US consumers and businesses, Washington 
ramped up trade tensions.  

This trade aggression hit the Chinese economy at a 
point when growth was already slowing rapidly in 
response to a tighter policy from Beijing. The emerging 
markets have thus endured the double whammy of 
slowing growth in China and rising borrowing costs as a 
result of higher US interest rates.  

Although early tensions between the US and EU over 
auto tariffs have dissipated, for now, European demand 
has been battered by a downturn in global trade. 
Strong US growth did not, therefore, trickle elsewhere 
as it has tended to in the past.  

Again we stress that time in the market is far more 
important in the long run that trying to time it. Have in 
a well-diversified portfolio is good practice as well as 
having a suitable amount of cash for immediate 
spending needs. 

 

 
UK Politics 
Brexit has been delayed again to the end of January 
2020, but we now have another General Election on the 
12th December 2019, and this may well bring some 
uncertainty on what type of Government will actually 
be elected. 

Were a Corbyn-led government to gain a majority, 
there would be a number of implications, including the 
prospect of nationalisations in the utilities and 
transport sectors, possible windfall taxes, pressure on 
the pound and gilts, even capital flight. The reality is 
that none of the Labour plans would be easy to achieve 
and impossible in the likely event of a hung parliament. 

The beauty of political chaos is that it becomes hard 
for politicians to do anything too damaging! 
 
US Economy 
US economic outperformance will persist through the 
course of 2019. The fiscal stimulus that provided an 
intense sugar rush in 2018 is expected to fade in the 
coming quarters, and overall US GDP growth is 
expected to moderate by the end of 2019. 

The tax cuts could have generated more lasting effects 
through increased business investment. But, in the face 
of geopolitical uncertainty, firms are now deferring 
investment. This is particularly disappointing because 
what the global economy desperately needs is a 
stronger investment to revive potential growth, lift 
productivity and real wages, and in turn ease many of 
the political challenges.  

Chinese are back on the accelerator 
While fiscal stimulus in the US is fading, Beijing’s 
policymakers have put their feet firmly back on the 
accelerator to see off the impact of slowing exports.  

 

 

Local government bond issuance is now ramping up to 
fund domestic infrastructure projects. 
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The Chinese authorities face a difficult balancing act of 
maintaining the “quality over quantity” agenda and 
reducing excesses in pockets of the economy, but at the 
same time sustaining a sufficient level of growth to 
support employment. Easing measures will be targeted 
and of a smaller scale than in 2008, but we expect 
growth to remain supported in the region of 6%.  

European challenges remain 
European corporates are plagued not only by 
geopolitical uncertainty but also by political challenges 
at home.  

Beyond Brexit, there are other challenges. With critical 
European Parliament elections coming up, the risks are 
rising that Eurosceptic alliances will take a greater share 
of the vote. These political fragilities could limit the 
ability of the European Central Bank to lift interest rates 
in the second half of the year in line with their current 
guidance.  

Late-cycle asset allocation challenges 
For equities, the convergence in GDP growth in the 
developed world should also coincide with a narrowing 
of relative earnings growth. Given that 73% of FTSE All-
Share earnings are made overseas, UK investors will 
also need to bear in mind the potential implications of 
a positive Brexit outcome, which would be likely to 
result in higher sterling, hitting repatriated earnings.  

Valuations in emerging market equities look 
compelling, but there will need to be sufficient risk 
appetite for investors to confidently return. The ideal 
backdrop for emerging markets is one in which US 
economic growth slows to 2% but stabilises.  

 

 

At this stage of the cycle, when investors should be 
thinking about reducing the amount of risk in 
portfolios, it is natural to head towards the shelter of 
fixed income. But at this juncture, investors need to be 
careful.  

What Next 
Globally, economic growth is continuing to slow from a 
peak and with potential recessionary concerns 
increasing, analysts suggesting that a global shock 
could tip the global economy into recession territory. 

 

 

 

 

The US’s ongoing trade conflicts with China. A further 
increase in tariffs will likely result in a further decline in 
trade. On the other hand, a resolution to the trade 
conflicts could temporarily boost global trade and 
confidence, providing a short-term boost to global 
growth. 

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. 

 

To find out more about any of the above, please contact: 
John Thornton MBA APFS CFPTM Chartered MCSI 

Director Financial Services 
Cansdales Ltd, Bourbon Court, Nightingales Corner, Little Chalfont HP7 9QS 


01494 765428   01494 763911 johnt@cansdales.co.uk 
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