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Dealing with the Bears 
 

Stocks markets ended 2018 down at the end 

of 2018, with the American market entering 

“Bear” territory by Christmas Eve. For those 

unfamiliar “Bulls” and “Bears” are the names 

to describe, respectively periods of 

significant rising and falling stocks. As we 

entered January, despite a bumpy ride, the 

month saw significant gains.   

There are usually a combination of reasons 

for them. We may have our mind on Brexit 

at the moment, but globally, larger factors 

loomed. Trump’s Trade war and questions 

about China occurred and the arrest of 

Huawei’s CEO in Canada didn’t help 

(Huwawei are the company which last year 

started selling more mobile phones than 

Apple).  

Another reason is the Bond market. Bonds 

are issued by governments or companies to 

borrow other people’s money that they pay 

off over time. Usually, a ten-year bond will 

pay more than a two-year bond because the 

money is tied up for longer.  In early 

December, the reverse happened for the 

first time since 2011 and 10-year rates 

became lower than 2-year rates. When this 

happens, banks who make their profits from 

borrowing over the short-term to lend to 

others are more reluctant to lend and it can 

upset the money flowing into businesses. It 

doesn’t have to happen to impact the share 

market, the mere thought of it can 

What does it all mean in the grand scheme? 

Frankly it’s never about timing the market, 

but time in the market. A sanguine acceptance 

is that every so often Bears come to growl, 

but the past has shown that they don’t hang 

around forever.  

Trying to be clever and side step them by 

dropping a long-term strategy relies on a 

strategy that is rarely seen to work. Accept 

the Bears and you will take the Bulls by their 

horns. 

 

Probate Fees to Increase 

 

The government did not proceed last year 

with plans to increase probate fees to a 

maximum of £20,000. However, following 

consultation, they are to go ahead with 

replacing the flat fee of £155 with a sliding 

scale of fees ranging from £250 up to a 

maximum of £6,000. 

 

At present, a one-off fee of £155 is paid if 

using a solicitor to apply to the court for a 

grant of representation. The fee if applying in 

person is £215. This changes from April 2019 

 

Less than £50,000 will pay nothing, 

meaning estates worth between £5,000 and 

£50,000 will save £215 compared to the 

current system.  

£50,000 up to £300,000 will pay £250, a 

rise of £35. 

£300,000 up to £500,000 will pay £750, a 

rise of £535. 

£500,000 up to £1 million will pay £2,500, 

a rise of £2,285. 

£1 million up to £1.6 million will pay 

£4,000, a rise of £3,785. 

£1.6 million up to £2 million will pay 

£5,000, a rise of £4,785. 

More than £2 million will pay £6,000, a 

rise of £5,785.  
 

State Pension Top up (again!) 
 

A little nagging from the last newsletter’s 

article on this! Very briefly this time: 
 

Topping up a state pension is generally one 

of the best investments you can get. If you 

are not yet at the state pension age and you 

have not already received a state pension 

forecast, then it is a good idea to see what 

you have earned to last April, and what you 

are on track to receive. 
 

There are a lot of people who will not make 

the £164.35 a week, who could top up the 

gap and receive thousands over their life, for 

a few hundred pounds. For more information 

please contact us. 

Child Trust Funds  

Children born between 2nd September 2002 

and 2nd January 2011 benefited from the 

Child Trust Fund (CTF) introduced by the 

Labour government as an attempt to 

encourage children to save.  Between these 

dates, new born children were given a £250 

voucher each to be held in a CTF with an 

additional £250 credited at age 7.  Parents 

were given the opportunity to select the CTF 

but, if they didn’t, the government selected it 

for them.  Additional contributions were 

permitted. There were eligibility 

requirements but, broadly, if parents qualified 

for child benefit in respect of the child then 

the CTF was available.  And, CTFs had all of 

the same tax advantages as ISAs. 

The CTF was replaced by the ‘Junior’ ISA 

(JISA) in 2011 and this had broadly similar 

limits but, because it was an ISA, there were 

far more providers available and JISAs were 

cheaper than the CTF as well as having much 

wider investment options.  The lack of access 

to the investment until the child attains age 

18 was carried forward into the JISA regime.  

CTFs are no longer available although it 

remains possible to contribute to existing 

CTFs, BUT it is not possible to have a CTF 

and a JISA for the same child.  Of course, the 

big difference is that there are no 

government contributions towards a JISA. 

So, why the history lesson?  Well, it seems 

that nearly £1 million CTFs are ‘lost’ as 

families have lost paperwork or moved home 

without remembering to tell the CTF 

provider etc.  And with the ‘average CTF’ 

being worth £650 (£500 from government 

and some growth) that’s a lot of money 

unaccounted for.  If you are the parent of a 

CTF beneficiary and can’t remember where it 

is – the CTF, not the child – the tax man can 

help as they have pretty complete records.  

HMRC has set up a ‘find your CTF’ service 

which requires signing into the Government 

Gateway, www.gateway.gov.uk 

No responsibility can be accepted for the accuracy of the information in this newsletter and no action should be taken in reliance on it without 
advice. Please remember that past performance is not necessarily a guide to future returns. The value of units and the income from them may 

fall as well as rise. Investors may not get back the amount originally invested. 
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Equiti es:

October started off  badly and went downhill from there - by the end of the month, equity market 
capitalisati on was down around $6 trillion, the worst fall since the demise of Lehman Brothers in 
2008. A late month rebound was only able to miti gate some of the damage. The S&P 500 Index 
lost 6.8%, (the worst month since February 2009),  erasing almost all the year’s gains; given the 
strength of the US Dollar, export-dependent regions were sold aggressively, with the Nikkei 225 
in Japan down 9.4% and Asia ex-Japan falling 9.9%. Europe (ex-UK) lost 5.6%, led by Italy (-8.02%) 
on concerns regarding its budget spat with the EU and France (-7.23%) on (trade-related) growth 
worries. Curiously, Spain’s IBEX outperformed, falling “only” 4.95%, but it was sti ll the biggest 
fall for the region since January 2016. The relati vely defensive nature of UK equiti es allowed the 
FTSE All Share Index to lose only 5.2% in October, though Brexit negoti ati ons conti nued to weigh 
on senti ment. Further afi eld, China (basis the Shanghai Composite) lost 7.75%, despite multi ple 
Government buying operati ons during the month, whilst the MSCI Emerging markets Index fell 
7.8%, led by Korea (in the EM Index, but not really an Emerging Market), down 13.3%, closely 
followed the Merval Index (Argenti na), which lost 12.1% and Hong Kong, down 10.1%. Brazil, in 
contrast was up nearly 10% on hopes (later confi rmed) of the electi on of a more market-friendly 
President. 

Not surprisingly, Value outperformed Growth on the month by the most since 2001, falling 4.7%, 
compared to the latt er which lost 8.7%, as disappointi ngly weak earnings from bell weather stocks 
such as Amazon, Netf lix and Alphabet (Google). The FANGs Index (yes, there is one!) fell 21% on 
the month, the worst return ever, which in turn hit Hedge Funds, (big holders of these shares), 
with the Goldman Sachs HF VIP Basket (which measures the most popular Hedge Fund holdings),  
losing 11.5%, once again demonstrati ng that Hedge Funds are in no way hedged! Making things 
worse for them, Implied Stock Correlati ons rose from around 0.2 to 0.7, meaning that both Long 
positi ons and Short positi ons fell equally hard.  

Despite the US Dollar Index’s 2.3% gain on the month (back to April’s high), commodity prices 
were less aff ected - the Goldman Sachs Commodity Index lost 6.2% on the month, but much of 
that pain was felt in the Oil market, with Brent Crude down 11% and West Texas Oil falling 11.5%, 
the worst returns for “Black Gold” for over 2 years, as the Saudi’s (possibly looking to curry favour 
with the US in the aft ermath of the “Khashoggi” aff air), announced their intenti on to ramp up 
oil producti on to off set the potenti al disrupti on caused by the US sancti ons on Iranian output. 
Copper and other Industrial Metals also fell, partly due to fears over what looked like an imminent 
Chinese economic slowdown, based on macro data. Silver also fell 3% on the  month, but Gold 
rallied nearly 2%, rising in tandem with the US Dollar for the fi rst ti me since February 2017. 
Given the traditi onal negati ve correlati on between the $ and Gold, this is an extremely unusual 
event. Possible causes include “safe haven” buying, allied to the extremely large short positi ons 
previously established by traders (which of course need to be bought back at some point). 

ASSET CLASS COMMENTARY 
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After an initial drop, most markets recovered in the latter half of November, as hopes over a 
resolution of the US/China trade impasse combined with strong US Corporate results saw gains, 
though Europe (both including and excluding the UK) remained under pressure. The S&P 500 
rose 2.1%, (though the FANGs stocks were lower for the 3rd consecutive month), as the Fed 
indicated that it was less inclined to raise interest rates as high as previously assumed, but the 
real beneficiaries of this were further afield, as Asia ex-Japan and Emerging markets saw gains of 
5.5% and 4.3% respectively; the Dollar weakened as a consequence of the new perceived path 
of interest rates and this filtered through to investor sentiment. The Oil price fell sharply, helping 
some Asian/EM countries - though not all nations are major importers - Indonesia and India, 
who are, produced the best performances in these regions. The same factors helped Japan to 
see a 0.8% gain, though the arrest of a high profile Corporate executive at Nissan shone a light 
on Japanese corruption concerns. The Yen weakened slightly on the month, boosting exporter 
shares. In Europe, disappointing GDP numbers, with Germany seeing a 0.2% contraction in Q3 
2018, combined with the increasingly tense atmosphere between the European Commission and 
Italy over the latter’s budget proposals, left Europe ex-UK down 0.5% on the month; slowing 
rates of growth will complicate further the ECB’s plans to end Quantitative Easing by year-end 
and markets are starting to become sceptical about its achievability. UK equities fell 1.6% on the 
month, as Brexit uncertainty and lower oil prices negatively affected Large Cap shares. It was 
becoming clear that the agreement finalised with the EU did not command political support in 
Parliament. China was flat on the month, despite several Government backed attempts to push 
prices higher.

Aside from Oil, commodity prices were mixed, with Copper rising around 3% alongside most 
Industrial metals (Zinc and Lead also gained). Soft (agricultural) Commodities also rose as a potential 
resumption in Soybean sales to China was anticipated. Gold also saw a 0.5% rise, but this was 
completely offset by the 22% fall in Crude Oil as speculators sold off their record long positions 
aggressively- it was the worst monthly return since 2008 as global growth and oversupply issues 
dominated traders thinking. All this occurred despite the US Dollar being virtually unchanged in 
November. 

December was a poor month for equities, as Hedge Fund redemption pressures and US Pension 
fund re-allocations from bonds to equities fought for pre-eminence. The long period of quiescent 
volatility has come to an end and investors are now increasingly confused. The S&P 500 lost 8.91% 
in Sterling terms, its worst December fall since the Great Depression, with the Dow (-8.44%) and 
the Nasdaq (-8.66%) not far behind. Europe fared only mildly better, with the MSCI Europe Index 
down 4.76%, with the Swiss, French, German and Spanish markets all down 4.1% or more. The 
FTSE All Share Index fared (slightly) better, down 3.75%. Both the Japanese and Chinese markets 
(the Topix and Shanghai Composite respectively) were on holiday for the last weeks of the year, 
but the timing of those breaks may explain the somewhat divergent performance- Japan was 
down 7% whereas the Chinese Index was only 2% lower at month end. As a consequence of the 
US Dollar’s range trading at lower levels than pervaded in recent months, both Emerging Markets 
and Asian Indices outperformed, but were still lower by c. 2.5%.   

Commodities were dominated by the continuing weakness of Oil, which fell again in December (by 
another 5%), taking its annualised decline to 25% as markets fretted over lower global growth as a 
result of continuing trade frictions. Copper, Iron Ore and Aluminium all fell by 2-3% in sympathy, 
but Gold and Silver benefitted from the negativity, rising by around 2.5% on the month as investors 
sought safe havens from the chaos. 
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Bonds:

In contrast to the carnage in equity markets, although bonds fell, the damage was nowhere near 
as bad in October. But both asset classes (bonds and equities) fell on the month, for the first 
time since February (which was also the scene of another equity market swoon). US Treasuries 
saw higher yields across the curve, as the Fed continued to insist on sticking to its interest rate 
trajectory, with 2-year bonds yielding 5 basis points more on the month, whilst 10-year bonds saw 
a 9 bps move higher; this meant that the yield curve steepened once again. In the UK, Gilt yields 
fell by 13bps (0.13%), and European bond yields followed suit (German bund yields fell 4bps, 
French OATS by 5 bps, whilst Italian bond (BTP) yields rose 23 bps (-1.4% in price), as Moody’s cut 
their sovereign rating on Italy to just one notch above sub-investment grade as a result of their 
concerns over the government’s budget proposals. Sovereign EM Bonds were also sold, with EM 
Debt generally off by over 2%, as their currencies fell against the Dollar. Japanese bonds were up 
a little (+0.2%) as investors fled stocks and the Yen rose. 

Global Investment Grade bonds lost 0.9% on the month, outperforming High Yield, which fell 
around 1.3% in October. US Dollar I.G. lost 1.4%, whilst their UK equivalents gained a little (+0.4%), 
but as in Europe, the sector underperformed their respective Government bonds, resulting in a 
widening credit spread. Global High Yield lost 1.3%, worse than Investment Grade bonds, with US 
HY down 1.6% and Euro denominated HY losing 1%, both exhibiting a similar underperformance 
vis-à-vis Sovereign bonds and thus a widening in spreads relative to the latter. By sector, US 
Energy and Materials HY Bonds both lost 2%+ leaving the latter nursing negative Year-to-Date 
returns, but nearly all sectors lost at least 1% on the month- most are still up for 2018 though, 
averaging around 1% positive. 

November saw a sharp decline in bond yields across the Globe. 10-Year US Treasury yields fell 
from 3.14% to 3% as Powell’s comments suggested that the “neutral” Fed funds rate (the level at 
which interest rates are neither restrictive nor stimulatory) had moved from “a long way”  above 
current levels to “just above”, a journey that took just 6 weeks. The mid-term US election results 
also made new stimulus packages less likely (as they would require the Democrats’ co-operation, 
which is unlikely). The Short End of the curve also fell sharply, with 5 year yields almost matching 
those of two year bonds; this potentially indicates that a recession is more imminent than even 
the most pessimistic economists had suggested. German Bund yields also fell, (from 0.39% to 
0.31%), whilst 10 year Gilt rates fell 0.08% to 1.36%. Italian bond yields also fell back below 3% 
as signs emerged that their Government would blink first in their budget row with the European 
Commission. Emerging Markets Sovereign bonds fell a little as investors took profits on US Dollar 
denominated bonds but Local Currency bonds benefitted from the small Dollar fall in November. 
Japanese Sovereigns were flat on the month.

Subdued risk sentiment meant that Corporate Bonds saw further declines for the second month 
in a row. Both Global Investment Grade (-0.4%) and High Yield bonds underperformed their 
Government equivalents; Global High Yield bonds fell by around 1% in Sterling terms, led lower 
by Euro HY, which fell by 1.8%, against a 0.6% rise for Government bonds. In the US, both IG and 
High Yield bond yields both saw yields reaching 30 month highs, with credit spreads following suit. 
IG spreads (over equivalent US Treasury bonds) were up 0.1% (to 1.6%) whilst High Yields spreads  
rose 0.04%, to reach 4.4% above Treasury bonds. 

In December, bonds had another good month, but maybe not so good as one might expect, given 
the turmoil in equities. US Treasuries saw yields fall to 2.69% (from 3% at the start of the month), 
with 2 and 5 year bonds falling similar amounts. Leaving the Yield curve at historically flat levels 
(only 0.19% between 2 year and 10 year bond yields). UK Bonds also fared well, rising 2% or so, 
with the yields falling around 10 basis points (0.1%). German Bunds too saw a 5 basis point (0.05%) 
fall in yields as investors flocked to Core European Government bonds. Eurozone Government 
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bonds saw a 1.5% gain overall, with Italy leading the pack, as the budget spat with the European 
Commission ended with the Italians backing down (seemingly) on their budget proposals. Japanese 
bonds rose over 4.5% in Sterling as investors saw a boost from the Yen’s 3.3% rise in addition to 
bond price gains.  

Whilst Sovereign bonds were sought after, the same could not be said for Corporates. Investment 
Grade Bonds saw their worst annual returns since 2002, falling by nearly 7% after a substantial 
spread widening in the year. Spreads were flat on the month. Junk Bonds fell heavily in December, 
as Oil price declines lead to more concerns about funding for Shale Oil firms, (who are heavy 
issuers in the Junk Bond space). US High Yield lost most (around 2.5%) on the month, but European 
HY also fell around 2%. Emerging Markets debt (both Sovereign and Corporate), fell about 1%. 
Overall, though, the big loser was Liquidity - it is becoming increasingly hard to buy and sell non-
Government bonds, which is exacerbating the price swings, in a market concerned both about the 
amount of Corporate debt (which is at record levels) and the Quality thereof, as loan covenants 
are heavily in favour of the borrower (especially in Leveraged Loans and Subprime bond markets). 
Any further economic deterioration in 2019 will be first manifested in price moves in this locale.

Property:

October Property returns followed the script set by equities - all major markets were down, with 
Asia ex-Japan falling 6.8%; Europe fell by 3.5%, as did Developed Asia, with the best returning 
regions in Japan (-0.4%), the US (-0.3%) and, maybe surprisingly, the UK, down “only” 1.6%). Global 
Property ex-US fell by 3.64% on the month, underlying how widespread was the damage. Year-to-
date, Asia ex-Japan is now down a massive 11.26%, whilst only the US (+4.85%) and Japan (+9.1%) 
are showing positive returns- the Global Property Index is flat.  

November saw a flat trend for the first half, but then a strong rally developed in the second, 
mainly focussed in Asia and Emerging markets, as a result of declining FX pressures, as non-Dollar 
currencies stabilised. Emerging Asian property saw gains of 11.15%, with Emerging markets 
overall seeing rises of 9.1% on the month (but they are still down between 4 and 6% year-to-
date however). Elsewhere the US and Germany were up c. 4%, as was Japan, with the latter 
now up 14.5% in 2018. Developed Europe was flat, with French property prices falling 4.16%, 
offsetting gains in Germany, as the “Gilet Jaune” protests, (initially over fuel price hikes, but which 
morphed into a generalised opposition to President Macron), began to gather momentum. The 
well-publicised damage to Parisian property has had a clearly chilling effect on Gallic property 
prices, though in fact values have been steadily falling since August of this year and are now 
down 15.25% on the year. The UK saw prices fall another 4.5% in November, taking the decline 
to 11.2% for 2018, though analysts suggest this is mostly a London phenomenon, with Brexit the 
most commonly cited catalyst. 

In December, markets overall rose a little until the second half of the month, when they proceeded 
to fall sharply into year-end. Japan registered gains (1.62%) on the month, but Asia and Emerging 
Markets fell slightly. Elsewhere, Developed Markets fell across the board, with Europe falling 3.95% 
(led by another 5.5% decline in French Property), the UK falling 3.53% and US prices plunging 
8.25% on the month. As a whole, Developed Markets saw a 5.4% fall, with the UK losing 13.04% 
in 2018, the US flat and French prices falling a precipitous 18.95% in 2018. Rising interest rates 
(against which Property yields compete for funds) had an impact, but in the case of France, it may 
have been idiosyncratic risk (see November’s up-date), that spurred the price declines. 
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A Tale of Three Charts:

Despite the sharp falls in October, US markets continued to outperform the rest of the World. 
Is this a reflection of confidence in the US economy or that of the US Dollar, leaving investors in 
that currency with no choice but to buy equities (given the Fed’s well-publicised campaign to raise 
Interest Rates) which in turn potentially reinforced demand for that currency?

By Christmas Eve, the returns gap between the US and the rest of the World had more than 
halved (though a strong rally in the week prior to New Year opened the gap anew a little). But 
dreams of American exceptionalism once again, looked dashed in a globally synchronised financial 
world. According to Deutsche Bank, a record 93% of  assets posted negative returns in 2018 in 
USD.  Happy New Year Mr President!
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As of the end of November, the Fed had succeeded in reducing its Balance Sheet by a total of  
$321 billion to $4.14 trillion, down from its high of just below $4.5 trillion (i.e. 7% from its peak). 
If such a relatively small un-wind can create what appears to be a structural Dollar shortage in EM 
(and in  short-term money markets), despite the fact that there is excess reserves held at the Fed of 
$1.74 trillion, compared to around $50 billion pre-crisis, how will they ever shed the remainder of 
the US Mortgages and Treasuries they bought in the aftermath of the 2007-09 collapse? Answers 
on a postcard please…

        



As of 31/12/2018Asset Class Commentary

UK & Europe
1 Month 3 Month YTD 1 Year 3 Year

FTSE All Share

FTSE Mid 250

FTSE Small Cap

S&P 500

NASDAQ Composite

MSCI Europe (exUK)

Dax

CAC 40

MSCI ACWI Ex USA

3.56% 10.35%

3.75% 10.25%

9.52% 9.52%

9.47% 9.47% 19.54%

22.18%

5.13% 13.32% 13.25% 13.25% 8.98%

8.86% 11.45% 1.56% 1.56% 50.93%

9.23% 15.32% 3.20% 3.20% 58.69%

5.13% 13.11% 17.35% 17.35% 19.70%

4.76% 11.00% 9.87% 9.87% 23.85%

4.13% 12.89% 6.97% 6.97% 37.52%

4.36% 9.35% 8.86% 8.86% 31.97%

Emerging Markets
1 Month 3 Month YTD 1 Year 3 Year

MSCI Asia Pacific (exJapan)

MSCI Emerging Markets

TOPIX

RTS

SENSEX

2.48% 5.26% 9.27% 9.27% 50.90%

2.70% 6.71% 8.79% 8.79% 46.18%

4.42% 7.02% 4.27% 4.27% 91.69%

6.79% 12.54% 8.10% 8.10% 30.36%

0.34% 5.85% 2.84% 2.84% 51.44%

Other
1 Month 3 Month YTD 1 Year 3 Year

FTSE NAREIT Index

Gold

UK RPI

US 3 Month T Bills

Bitcoin

4.74% 2.52% 0.32% 0.32% 31.52%

5.24% 10.30% 5.23% 5.23% 39.64%

— — — — —

4.36% 40.16% 70.59% 70.59% 1,137.18%

0.37% 2.97% 8.21% 8.21% 19.30%

Bonds
1 Month 3 Month YTD 1 Year 3 Year

FT Actuaries All Stocks Gilts

FT Actuaries IL Gilts

ICE BofAML Global Corporate

Ci� £ Corporate Index

FTSE WGBI GBP

Ci� 3Month UK

2.19% 1.92% 0.57% 0.57% 12.75%

2.56% 2.01% 0.39% 0.39% 28.00%

1.45% 1.61% 2.52% 2.52% 27.26%

1.34% 0.22% 2.40% 2.40% 15.50%

2.57% 4.18% 5.32% 5.32% 25.32%

0.08% 0.22% 0.68% 0.68% 1.63%

EBI (UK Bias)
1 Month 3 Month YTD 1 Year 3 Year

Vantage UK Bias Bond

Vantage UK Bias 20

Vantage UK Bias 40

Vantage UK Bias 60

Vantage UK Bias 80

Vantage UK Bias 100

0.50% 0.60% 0.27% 0.27% 5.95%

0.73% 1.70% 1.51% 1.51% 11.59%

3.15% 6.07% 4.94% 4.94% 22.54%

1.94% 3.92% 3.22% 3.22% 17.24%

4.35% 8.18% 6.66% 6.66% 27.52%

5.54% 10.23% 8.36% 8.36% 32.31%

EBI (Global)
1 Month 3 Month YTD 1 Year 3 Year

Vantage Global Bond

Vantage Global 20

Vantage Global 40

Vantage Global 60

Vantage Global 80

Vantage Global 100

0.49% 0.53% 0.12% 0.12% 4.06%

3.99% 6.17% 3.66% 3.66% 25.82%

7.07% 10.60% 6.36% 6.36% 41.24%

2.48% 3.94% 2.37% 2.37% 18.37%

0.98% 1.71% 1.11% 1.11% 11.11%

5.52% 8.39% 5.00% 5.00% 33.45%
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