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Tactical Positioning
At the end of last year, investors were worried that monetary policy was tightening at a time when the outlook
for growth was deteriorating. Importantly, the environment in the US appears to have improved with expectations
of a more supportive monetary policy being met by an improvement in first quarter growth, as estimated by the
Atlanta Fed. Consequently, following the fall in prices in the fourth quarter of last year, bond and equity markets
have risen this year with the world equity index up 12.3% in US dollar terms (10.2% in sterling and 14.6% in euros).
We have not made any major changes to portfolios over the past fortnight.
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Equity markets, with the exception of Europe, generally delivered modest gains over the fortnight. Markets
initially performed well, before falling as equity investors responded to lower government bond yields,
caused by indications of lower interest rates by the Fed and disappointing flash manufacturing Purchasing
Manufacturers Indices (PMI) in Europe. Losses were subsequently reversed across most major equity markets
as the month ended.
The fall in bond yields in the US was triggered by the Fed lowering its interest rate projections, with no rate
rises forecast for 2019 and only one in 2020, and by announcing the formal end of quantitative tapering in
September 2019 and a meaningful scaling back from May 2019. The yield on some longer dated US bonds
fell below that of shorter dated bonds — the 10 year yield fell below the three month yield. Market
participants refer to this scenario as ‘yield curve inversion’ and worry that it could be an indicator of a
recession further out. However, the predictive ability of the signal is mixed and the conclusions to be drawn
from the current partial inversion are even more uncertain. Meanwhile, European yields fell on concerns of
weak European growth with poor flash manufacturing PMIs across the continent.
Elsewhere, the China/US trade talks received a lot of attention, with fears that more bad news could drag
the market down. Confusingly, messages coming from the negotiations were unclear. On the one hand, US
trade officials expressed concerns over China’s continued unwillingness to concede ground on issues relating
to intellectual property rights whilst, on the other hand, President Trump tweeted that “talks with China are
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going very well”. It was, however, comforting to investors when the National Economic Council Director,
Larry Kudlow, signalled the White House’s acceptance that the talks might need to be extended to achieve a
proper resolution. Trump’s Twitter account went into overdrive as he celebrated an end to Special Counsel
Robert Mueller’s 22-month investigation, which found no material evidence that he colluded with Russia
during the 2016 Presidential Election. The next chapter of the saga will be whether the Democrats manage
to convince the Attorney General to release the full report.
This side of the Atlantic, Brexit dominated the headlines (again), as the countdown to the UK leaving the EU
on 29th March 2019 appeared to reach a crescendo. As it turned out, the EU granted the UK an unconditional
extension to Article 50 until 12th April 2019 and a conditional extension to 22nd May 2019, subject to a deal
being agreed with the EU by 12th April 2019. Nevertheless, the whole drama was nothing short of
extraordinary and the fortunes of Prime Minister May whipsawed violently. The fortnight began with May
surviving a coup d’état by a number of senior Ministers in her Cabinet, before seeing her government lose
control of the Parliamentary timetable. Bizarrely, the House of Commons then rejected all eight indicative
vote options put forward and subsequently rejected May’s ‘Meaningful Vote Three’, with Labour MPs,
members of the European Research Group and the Democratic Unionist Party refusing to cooperate. This
was despite May taking the unconventional step of promising backbench Conservative MPs that she would
step down as Prime Minister if her deal was passed. Sterling weakened by 1.9% against the US dollar over
the fortnight, not helped by the legal default still being a ‘No Deal’ Brexit on 12th April 2019.
In commodity markets, the price of oil (WTI) climbed by a further 2.8%, ending March at a year-to-date high
of $60.14 per barrel. A material decline in US inventories and rising tensions in Venezuela were the chief
contributors to this rise. Indeed, it is striking that the cumulative decline in US inventories so far this year is
now the largest since 2003.

Economic Updates
Economic data released over the fortnight in the US was mixed. The Philadelphia Fed Manufacturing Index
came in at 13.7 against 4.8 expected, the largest monthly increase since 2010. By contrast, the Conference
Board Consumer Confidence Index unexpectedly fell to 124.1 against expectations of 132.5. Within the fine
print, the indicator measuring the perceptions of job availability experienced its most significant decline
outside of a recession, since 1967. Another disappointment was fourth quarter GDP being downgraded to
2.2% year-on-year compared to the previous estimate of 2.6%.
As highlighted earlier, several flash manufacturing PMIs in Europe failed to meet expectations. The Eurozone
Manufacturing PMI came in at 47.7, down from 49.4 in the previous month and the lowest reading since April
2012. Driving this decline was the German Manufacturing PMI which fell from 47.6 to 44.7, the second lowest
reading since 2009. Yet, the ifo Business Climate Index in Germany came in at 99.6 against 98.5, reversing six
successive monthly declines and offering some hope that the economy is beginning to stabilise. A strong
manufacturing PMI reading in China likewise gave some welcome relief to Europe.
In light of the current political impasse surrounding Brexit, economic data was surprisingly strong in the UK.
Retail sales, for example, rose by 0.4% month-on-month against expectations of a 0.4% decline and the
unemployment rate nudged down from 4.0% to 3.9%. The Treasury also appears to be successfully tightening
its purse strings, as public sector net borrowing, came in at £0.2 billion, bringing year-to-date borrowing to
the lowest level for 17 years.
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Important Information
The information contained herein (the “Information”) has been prepared by the Stanhope Group. The Stanhope Group comprises Stanhope Capital (Switzerland)
SA and its subsidiaries, including Stanhope Capital LLP, Stanhope Capital (Cayman) Limited, Stanhope Capital (Jersey) Limited and Stanhope Capital Limited.
Stanhope Capital LLP is a limited liability partnership incorporated in England and Wales authorised and regulated by the Financial Conduct Authority (FCA).
Stanhope Capital (Switzerland) SA is a company incorporated in Switzerland and a member of the Swiss Association of Asset Managers (SAAM), a Self-Regulating
Body approved by the Swiss Financial Market Supervisory Authority (FINMA). Stanhope Capital (Jersey) Limited is a limited liability company incorporated in
Jersey and regulated by the Jersey Financial Services Commission (JFSC). Stanhope Capital (Cayman) Limited is incorporated in the Cayman Islands and is
registered with the Cayman Islands Monetary Authority. Acceptance of delivery of any part of this Information constitutes acceptance to the conditions of this
legal disclaimer.
The Information attached is being disclosed by the member of the Stanhope Group indicated in the Information and exclusively to the intended recipient (the
“Recipient”).
The Information does not constitute an offer to sell or a solicitation of an offer to buy any investment fund or other financial products. The Information does
not constitute investment advice or advice with respect to the suitability of any investment.
Restrictions
The Information is private and confidential and provided for information purposes only. No part of the Information is to be distributed, copied or disseminated
directly or indirectly to anyone other than the Recipient and its professional advisers (for the sole purposes of obtaining advice). The Information should not be
relied upon for tax, auditing or other purposes. The Information is not intended for any person in any jurisdiction (by way of nationality, residence, domicile or
otherwise) where the publication or availability of it would be in contravention of any applicable law or regulation.
Opinions, estimates and statements contained in the Information constitute judgments of the Stanhope Group at the time of their preparation and are subject
to change without notice.
The value of investments can fall as well as rise; potential income or profits are accompanied by the possibility of loss. The Recipient may not receive back the
original amount invested. Past performance is not a reliable indication of future results. Performance figures included in the Information are unaudited except
where indicated. Please refer to the risk warning notes provided next to any performance figures included in the Information. In certain circumstances prices
stated may be historic because of the delay in obtaining prices and/or valuations from third parties. Valuations are based on either market prices available at
the time of the preparation of the Information or on the Stanhope Group’s reasonable estimates thereof at the time made. Valuations based upon other models
or assumptions or calculated as of another date or time may result in different values. The valuation or returns on investments in currencies other than the
base currency of a client’s account may increase or decrease as a result of currency fluctuations.
The Stanhope Group may recommend or make investments for its clients in illiquid or volatile instruments or funds which may carry a high degree of default
risk or in funds which utilise leverage/gearing which can exaggerate performance and may lead to large falls in value.
Any description of any investment process or investment management process described in the Information may change from time to time at the discretion of
the Stanhope Group or otherwise.
While reasonable skill, care and diligence have been taken to ensure that the Information was accurate as at the date of writing, the Stanhope Group has not
verified and accepts no legal responsibility for any third-party Information. In addition, the Stanhope Group makes no representation, warranty, undertaking
or guarantee, express or implied, as to the accuracy or completeness of the Information and opinions therein. No members of the Stanhope Group shall be
responsible for or have any liability to any Recipient or third party for losses or damages (whether consequential, incidental or otherwise) arising (i) out of
errors, omissions or changes in market factors, conditions or circumstances or (ii) from making any use of the Information.
The Information does not replace, supplement or amend the contractual documentation entered between the relevant member of the Stanhope Group and
the Recipient, including but not limited to (i) the required qualifications of the Recipient in order for such Recipient to receive the Information and (ii) the
disclaimers and limitation of liability contained in such contractual documentation. Further, the Information does not replace, supplement or amend the
documentation applicable to any investment fund or other financial products referred to in the Information.
United Kingdom
To the extent that the Information is aimed at residents of the United Kingdom, the Information has been approved for issue in the United Kingdom by Stanhope
Capital LLP. Stanhope Capital LLP’s advice is categorised by the Financial Conduct Authority as “restricted” because it advises on investment funds, which are
only one type of “retail investment product”. Stanhope Capital LLP does not provide investment advice on other retail investment products, such as life
insurance, stakeholder pensions or personal pension schemes.
Jersey
The advice Stanhope Capital (Jersey) Limited offers under our advisory service is restricted as we advise on investment funds, which is only one type of
investment product. Stanhope Capital (Jersey) Limited does not provide investment advice on retail investment products, such as life insurance, stakeholder
pensions or personal pension schemes.
United States
The Information is not intended for residents of the United States or for any U.S. Person. The Information is not an offer to sell any securities to or for the
benefit of United States persons or the solicitation of any offer to buy securities on the part of or for the benefit of any such United States persons. For the
avoidance of doubt a U.S. Person does not include a U.S. Citizen resident outside the U.S.

