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Tactical Positioning
March has been a complicated month for equity investors with significant sector rotation causing a big dispersion
in returns. Cyclical sectors such as industrials and energy have been in favour whilst money has been taken out of
last year's winners, notably technology stocks. The forthcoming first quarter results season in the US may see this
rotation reverse as some of the biggest earnings upgrades have been in technology and related companies.

Market Moves
31-Mar-21
Last 2 Weeks
March
Year to Date

World ($)

US ($)

-0.4%
2.7%
4.6%

0.1%
4.4%
6.2%

Equities (incl. Dividends)
Europe1 (€)
UK(£) Japan (¥)
1.7%
6.4%
8.2%

Commodities
Last 2 Weeks
March
Year to Date

COM2 ($)
-2.9%
-2.1%
6.9%

Gold ($)
-1.4%
-1.5%
-10.0%

WTI Oil ($)
-9.5%
-3.8%
21.9%

-0.3%
4.2%
5.0%

-1.4%
1.4%
7.0%

EM($)

Asia ($)

-1.7%
-1.5%
2.3%

-1.8%
-2.1%
2.7%

Currencies (vs. USD)
EUR
-1.7%
-2.9%
-4.0%

GBP
-0.8%
-1.1%
0.8%

JPY
-1.4%
-3.8%
-6.7%

Gov't
UST 10Y3
13bps
34bps
83bps

Note: 1Europe excluding UK; 2Bloomberg Commodity Index; 3US Treasury 10 Year Yield shows absolute, not percentage, change in yield; Source: Bloomberg

Just over a year ago, on March 23rd 2020, the S&P 500 reached a low of 2337.4, having fallen by over 30% in 22
trading days – the fastest ever fall of this scale for the index. Since then, the index has risen 75%, supported by a
flurry of stimuli from the US Federal Reserve (“Fed”) and the US Government. Meanwhile overall company profits
have been hit by lock-down measures, particularly in the early months of the pandemic, although we are likely to
see a strong recovery this year. Under President Biden, fiscal policy has been loosened further. Stimulus cheques
($1.8trn worth of them) landed in US citizen’s current accounts last week which is likely to keep consumer data
propped up for a few months. The President has also unveiled plans for spending on infrastructure, to be paid for
by capital gains and income tax increases on the wealthy. The aim of the package is to make the economy greener
and repair existing infrastructure, such as roads and bridges, to the tune of $2-4trn.
The Fed, as with most major central banks, has indicated that they will keep monetary policy stimulative with
interest rates low for some time, in order to ensure that the economic recovery remains strong.
With stimulus comes the fear of inflation. Expected inflation, as reflected in the price of 10-year inflation breakeven
instruments, continues steadily to tick upwards in the US, UK and Europe. Markets anticipate that higher inflation
will lead to higher interest rates and the US 10-year Treasury yield has risen from 2020’s low of 0.50% to over 1.75%.
Despite this, the Fed have indicated that they are prepared to wait until inflation materialises before tightening
policy.
The economic rebound continues to take shape. Vaccine programmes are in place across the world. After Israel, the
UK takes second prize for their vaccination roll out (44% of the population have had at least one jab versus 60% for
Israel) with the US also doing relatively well (at 28%). Within the EU, the role out has not been smooth, and has
been exacerbated by vaccine shortages (leading to a spat over vaccine exports to the UK), poor uptake in some
quarters, and the pausing of the role out of AstraZeneca’s vaccine over safety concerns. The number of cases has
been increasing and in response France has announced further lockdown restrictions.
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You may be interested to read that beavers were reintroduced to a river in Wales this week amidst concerns that
they may upset waterflow and damage the riverbanks. We are optimistic that the damage they cause will be less
than that caused by the ‘Ever Given’ which became famous this week for creating the world’s largest shipping traffic
jam in the Suez Canal, blocking almost $50bn of goods from making their usual transit and putting complaints about
the actions of Welsh beavers into perspective. Markets were generally unphased by the Suez blockage, which was
cleared after six days, as it is unlikely to have caused a material impact on world trade.

Economic Update
US unemployment fell further to 6.2% (as shown below). There was also a big positive surprise in jobless claims with
the weekly level falling over 100,000 to 684,000 (the lowest since March 2020).

Source: U.S. Bureau of Labour Statistics, Unemployment Rate [UNRATE], retrieved from FRED, Federal
Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/UNRATE, March 29, 2021.

On the downside, some major US February economic data came in below expectations. Existing home sales fell by
around twice as much as expected, at -6.6%, whilst new home sales fell over 18%, almost three times as much as
expected.
In the Eurozone, data was positive, with consumer confidence, German business climate, and Purchasing Managers
Indices (“PMI”) materially outperforming expectations and all pointing to an increase in demand. Activity in the
manufacturing sector expanded the most in 23 years and the composite PMI rose to the highest level since late
2018. In the UK, data was mixed, with RPI inflation coming in under forecasts at 1.40%, but unemployment was back
down to 5% and all PMIs materially outperformed expectations.

JONATHAN BELL
IVO COULSON
GEORGE MARTIN
31 March 2021

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 and Stanhope Capital SAS. 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 LLP is a limited liability partnership incorporated in England and
Wales authorised and regulated by the Financial Conduct Authority (FCA). Stanhope Capital SAS is a “Société par Actions Simplifiées”
incorporated in France and regulated by the Autorité de Marchés Financiers (AMF). 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.
France
Stanhope Capital SAS 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.

