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Tactical Positioning
As we discuss below, equity markets have continued to retain their composure. Central Banks have been swift to
counter last year’s ‘chatter’ about recession with positive noises about future stimulus and this has provided a
boost to investor sentiment. We maintained our exposure to equities throughout the testing months at the end
of 2018 and so far in 2019 this has been rewarded.
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The positive equity market momentum observed in January and February wavered in the first week of March
before making a strong recovery in the second week to end the fortnight higher. US equities in particular
performed poorly initially with the S&P 500 Index slipping below its psychologically important 200-day moving
average, before recovering to end higher over the period.
Although the first week was dominated by continuing concerns over a global slowdown, certain key events helped
markets to find their footing once more: on 7th March, the European Central Bank (“ECB”) announced additional
monetary measures to inject more liquidity into the Eurozone’s banking system, lifting European capital markets
to levels last seen at the beginning of October 2018 (before the brutal fourth-quarter sell-off); the US-China trade
deal narrative paused for breath as Bloomberg reported that the two countries’ leaders are unlikely to meet again
until April; and strength in Apple and NVIDIA shares, with enthusiasm for a newly announced video streaming
service for the former and better than expected earnings and forecasts for the latter, enabled the NASDAQ to
erase the previous week’s losses.
In the US, we observed a “bear capitulation”; after 13 weeks of near constant selling by institutional and retail
investors, $27.26bn of US equity funds and ETFs were purchased in the seven days ending March 13th, according
to Bank of America. This constitutes the second largest weekly inflow on record. A similar observation was seen
in fixed income, where buying of US based mutual funds and ETFs investing in government and investment grade
bonds rose for a 10th consecutive week, to $7.01bn, with demand driven by China worries, mixed US economic
signals and a softer-than-expected US inflation reading. Consequently, US Treasury yields hit their lowest levels
since the start of the year on 8th March.
Looking at the UK, equities made gains despite the political drama. In what has been a key week for UK politics,
parliament voted against Theresa May’s deal for a second time, as well as against a “No Deal” scenario, effectively
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moving negotiations back to square one. Although, the elimination of the risky “No Deal” scenario is seen as
positive for sterling.
Asia saw a more muted rise in markets as the Chinese Government indicated that the on-going domestic stock
market rally is advancing too rapidly and might result in the creation of a bubble. In a rather unprecedented move,
the Chinese Government authorised a sell rating on People’s Insurance Company of China Ltd. by one of the
nation’s largest brokerages. The highly unusual downgrade, especially of a state-owned enterprise, triggered a
selling avalanche across Chinese equities, resulting in an intraday 4.4% drop in the Shanghai Composite Index.
The picture was mixed for currencies over the period. Some early weakness in the euro was later balanced out by
a dip in the dollar on the back of poor economic data releases. Sterling was tossed around by Brexit news whilst
the Bank of Japan’s decision to keep rates unchanged in the hopes of encouraging inflation to climb toward the
evasive 2% level had little impact. Gold initially fell sharply – despite the risk-off sentiment by markets – but
recovered slightly as the US dollar slipped. Oil rose as investors focused on global production cuts and supply
disruptions in Venezuela.

Economic Update
There was significant noise around the February payrolls release in the US with only 20,000 jobs added – the
smallest number since September 2017. This confirmed the view held by some that the US economy is slowing.
However, an exceptionally mild January, followed by a cold and wet February caused a large swing in weathersensitive employment areas e.g. construction and leisure. Consequently, investors should perhaps focus on the
three-month employment trend instead, which, whilst suggesting moderating job growth, is hardly a harbinger of
doom.
The above-mentioned ECB announcement of additional monetary measures came alongside a cut in the growth
forecast for the eurozone in 2019, from 1.7% to 1.1%. Furthermore, ECB president, Mario Draghi, confirmed that
interest rates would remain unchanged at least through 2019, now taking an openly dovish stance, similar to his
American and Japanese counterparts. He cited continued economic weakness, worries over global trade and the
Brexit saga as culprits. Doubts remain however as to whether the policy response is adequate in the face of
reduced growth and inflation numbers.
Finally, despite the stock market rally, China has acknowledged slowing economic growth. February’s trade data
was so dismal that Beijing lowered its full-year growth target from 6.5% to 6.0%. As a reminder, last year China’s
economy grew 6.6% (or so they say), its slowest pace since 1990. The US trade conflict, high domestic debt levels
and softening domestic and global demand are all factors putting the brakes on growth. The National People’s
Congress (“NPC”) has promised to support economic activity with stimuli, however, only in the form of reserve
requirements and management of interest rates. It is highly unlikely that we will see Chinese quantitative easing
in the future as the NPC is wary of future consequences. A silver lining for investors comes from the head of China’s
Central Bank, Yi Gang, who pledged that China would not seek to devalue its currency in order to boost exports or
use it as a weapon in trade disputes.

JONATHAN BELL
IVO COULSON
STEFAN KUTZNER
15 March 2019

Stanhope Capital Fortnightly Bulletin

3

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 US 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 US Person does not include a US Citizen resident outside the US

