
   

 

 

 

Stanhope Capital Fortnightly Bulletin 

Period ending 15th May 2021 

Tactical Positioning 
 
In our bulletin dated 30th April we reminded investors that strong Q1 company results were already partially ‘baked’ 
into share prices and markets could consolidate. As the numbers below show, market moves were mixed over the 
fortnight with European equities slightly higher, US flat, and Asia and Emerging Markets generally lower. This more 
cautious mood and an increase in intra-day equity market volatility reflects concerns that inflationary risks are rising. 
In recent months we have added exposure to US banks, commodities and industrial companies which are all 
beneficiaries of rising inflation. In the short term, we may make further adjustments in the same vein whilst taking 
the view that, on the whole, equity market momentum remains positive. 

 

Market Moves 

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

 
There were two surprising data points during the fortnight which have added fuel to the inflation debate. First, the 
US added just 266k new jobs in April compared to expectations of over 1m. It is probable that this reflects some 
short term COVID related structural issues, such as generous unemployment benefits, that will reduce as 
coronavirus related restrictions are eased, be they self-imposed or regulatory.  This is supported by the NFIB 
(National Federation of Independent Businesses) “Jobs hard to fill” Index reaching record highs, McDonalds raising 
wages by 10%, and Amazon offering signing-on bonuses of $1,000 at certain warehouses. Markets rallied on the 
poor jobs numbers in the belief that the Federal Reserve (“Fed”) may continue with its accommodative monetary 
policy for longer.  
 
On the other side of the inflation debate, the US April Consumer Price Index (“CPI”) came in above expectations at 
+0.8% for the month versus +0.2% expected. This led the year-on-year number to be up 4.2%, the highest since 
September 2008. Consequently, market participants questioned the Fed’s firmly held view that the current inflation 
pick-up is transitory, with Richmond Fed President Barkin saying he didn’t see persistent recurring inflation as likely 
and Fed Reserve Governor Waller saying he thought price rises were temporary. The rotation from high growth 
equities into more economically sensitive companies continued with the NASDAQ falling a further 5.0% from its all-
time highs in late April. The Bloomberg Commodity Index is up over 60% in the last year with lumber futures rising 
over 50% in the past month supporting comments from Fed Chairman Powell that “it’s going to be a tight housing 
market for some time now because demand is just very high”. 
 
The inflation data will support Republican and moderate Democrat wishes for a far smaller stimulus package than 
the $4tn hoped for by President Biden. In negotiations Republican leaders McConnell and McCarthy have drawn the 
line on the extent of corporate tax rises to 21%, which would undo the 2017 tax cuts.   
 
We have seen global COVID-19 cases fall since the start of the month according to numbers from Johns Hopkins, 
however, the Indian variant has caused concern and new measures have been put in place in Japan and Taiwan 
whose markets fell on the back of the new restrictions. India saw daily new cases exceed 400,000 on successive days 
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and although the number of new cases has fallen it is still high at over 200,000 and the EU has put a travel ban for 
non-essential travel from India for everyone other than EU citizens. In more positive news, Pfizer and BioNtech 
announced they can produce up to 3 billion doses of their vaccine this year and over 100m Americans are now fully 
vaccinated.  
 
In the UK, the Tories performed generally well in local elections in England and sterling strengthened on the 
outcome and has gained 1% against the dollar so far in May, no doubt helped by the SNP (Scottish National Party) 
falling just short of a majority in the Scottish parliament, although with the pro-independence Greens, they would 
have a majority. 

 
Economic Update 
 
The US manufacturing ISM (Institute for Supply Management) index slowed to 60.7 from a 37 year high of 64.7 while 
US factory orders were up 1.1% vs 1.3% expected. The shortage of semiconductors was noted as having an 
important impact on lead times. Order books were the highest ever recorded at 68.2 and customer inventories were 
at their lowest reading ever at 28.4. US producer prices rose 6.2% year-on-year. 
 
Wages in leisure and hospitality in the US rose more than 25% on an annualised basis in the last three months, with 
April seeing a record 2.7% month-on-month move.  
 
Chinese exports in April were 32.3% higher than a year ago whilst imports were 43.1% higher and the Caixin April 
Services Purchasing Managers Index was ahead of expectations at 56.3 vs 54.2 (a number over 50 should indicate a 
growing economy). China’s April Producer Price Index came in at 6.8% year-on-year with their CPI slightly weaker 
than expected at +0.9% year-on-year. 
 
The Bank of England revised their 2021 GDP growth forecast 2.25% higher to 7.25%. Euro area retail sales and 
German factory orders both exceeded with increases of 2.7% and 3% respectively. The German ZEW (Centre for 
economic research) survey was also ahead of expectations at 84.4 vs 72.0 predicted. The European Commission 
expect the euro area to grow 4.3% this year and 4.4% next year, revised upwards from 3.8% for both years in 
February.  

 
JONATHAN BELL 
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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 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. 


