
 

An Early Christmas Present? 
 
Best outcome for UK investors under the 
circumstances.  

The result of the latest general election was decisive 
and produces a government which is capable of making 
and implementing decisions. This will significantly 
reduce the levels of uncertainty that UK businesses 
have faced and those who trade with them abroad, 
which had subdued activity levels over the past three 
years and led to a slowing in business investment. 

That’s good news for investors, both inside and outside 
the UK. 

The outlook for portfolios also looks more positive. The 
UK domestic picture now has less risk for investors and 
business leaders which should help stabilise business 
revenues and their appetite to resurrect mothballed 
capital investment projects.  

If the UK is to regain more of its lost value, much will 
depend on the details to be thrashed out in an actual 
trade deal with the EU. The “deadline” for 
implementation poses some risks in the second half of 
2020. A sense of urgency, determination and 
pragmatism should be expected from the new Johnson 
government – if that happens, the investment outlook 
will improve further. 

While the Conservative party may have been 
characterised as having shifted to the right, its 
economic agenda has become more centrist under 
Johnson. The commitment to investment spending will 
be welcome for markets. 

Meanwhile, the opposition parties have been made 
irrelevant for the near-term and will have to reform. 
How they respond will be important for the next 
election which, given that looks to be five years away.  

But what about BREXIT 
The treat of a possible hard Brexit will still haunt £GBP 
and could still throw a spanner in the works in 2020. 

In the short term, there is now no doubt that he will be 
able to “get Brexit done” in the sense of taking the UK  

 

 

out of the EU by the end of January. And no, that does 
not mean that Brexit will, in fact, be done (on which 
more in a minute) in a practical sense. But it may – may 
– be possible for the government to give the impression 
that it is in a politically persuasive way. 

Departure itself will be a seismic event. Any 
government worth its salt will be able to trumpet that 
achievement as 
fulfilling the will of 
the British people. 
Thereafter, to 
maintain the illusion 
of completion, the 
task will be twofold. 
To keep the debate over relations with the Europeans 
as boring and technical as possible, and to launch a 
number of eye-catching policy initiatives that will give 
the impression that we have finally moved on. 

If all this manages to push Brexit from page 1 to page 6, 
then mission accomplished, at least in the short term. 
But of course, another pinch point will be just around 
the corner, as the deadline for requesting an extension 
to transition looms at the end of June. 

And this really matters. In the event it looks like a deal 
will not be possible by the end of the year, this is our 
one chance to avoid a relationship with the EU based 
solely on World Trade Organization (WTO) rules. Yet 
the Conservatives have promised in their manifesto not 
to extend the transition. 

Where are we in the economic cycle?  
A view on asset allocation is often rooted in an 
assessment of where we are in the cycle. Early in the 
cycle, valuations are cheap, policy accommodative and 
the economy has ample spare capacity to grow. It’s 
often a good time to take risk.  

Conversely, late cycle is usually a good time to take 
chips off the table. When the economy is displaying 
signs of exuberance or overheating, higher interest 
rates usually put an end to the party.  

It’s proving much harder to navigate markets today 
based on an assessment of the cycle. The map is far 
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from clear. Unemployment rates – often a key 
navigation tool – are near record lows in most parts of 
the developed world, suggesting the economy is very 
late cycle. However, there are very few other signs of 
classic late-cycle economic exuberance. Neither 
business nor consumer spending looks toppy. Indeed, 
the US consumer is looking remarkably prudent: the 
savings rate, which often falls sharply late in the cycle, 
is pretty high.  

And inflation is certainly 
not suggesting the global 
economy has reached its 
limits. In fact, central 
banks are preoccupied 
with the idea that 
inflation remains too low 

and may be getting stuck. Rather than trying to tame 
the expansion, the primary focus for central banks is 
how to gee it up.  

This makes it very hard to say confidently how much 
time is left on the economic clock.  

A resolution in the US-China trade conflict, a Brexit 
solution, and an easing of tensions in Hong Kong, Chile 
and Turkey could fuel a turnaround in business 
sentiment and a reacceleration in activity in 2020. 
Against a backdrop of muted inflation, interest rates 
could stay low. This would be a good environment for 
risk assets.  

But it is more likely, in our view, that geopolitical risk 
will linger. We think the trade conflict is unlikely to be 
fully resolved. Surveys suggest the US electorate 
believes the president is right to address unfair trade 
practices, while on certain areas of the disagreement –  

such as China’s state-led subsidies for its tech sector – 
there is seemingly no common ground. China believes 
in industrial policy, the US does not.  

The US administration does seem to appreciate that it 
needs to get the balance right between keeping the 
agenda alive and not damaging the US expansion, 
hence the recent more conciliatory tones. We’ll see in 
the coming months whether this more measured 
approach does much to boost corporate sentiment.  

Companies have been spooked, and are likely to remain 
reluctant to invest, which will limit the extent to which 
manufacturing bounces back through the course of 
2020. This reluctance appears to be filtering into hiring 
intentions.  

If geopolitical tensions linger but don’t re-escalate, we 
should be facing a slowing rather than a stalling 
economy. But that is a big ‘if’.  

Sustainabilty 
It seems likely that 2020 will see an increased focus on 
sustainability. Savers are increasingly interested in how 
their money is being put to work, while numerous 
sustainability issues are high on policymakers’ agendas. 
The changes in regulations and policy that could ensue 
have the potential for far-reaching effects on asset 
valuations.  
 
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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