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The month of November saw a degree of confidence in markets as investors took heart from slightly 
better news, on manufacturing or trade wars or earnings, and in some cases took to heart the fear of 
missing out on a continued rise in markets rather than being caught in a downdraft. The chance of a 
Labour election victory, heralding nationalisation and higher taxes, has held back the UK. 
 
Safe haven assets have lost some of their appeal recently: this has been reflected in the relative return 
of the bellwether metal copper against gold, and emerging market currencies have rallied against the 
US$. Bond yields have moved higher and the inversion of the yield curve has reversed, dampening 
the portent of that typical precursor of recessions.  There has even been a shift of sorts towards value. 
 
Much has been down to the continued stimulus from central banks, especially the Federal Reserve in 
the US, which has helped to perpetuate the distortion that arose from the introduction of quantitative 
easing (QE) to deal with the impact of the financial crisis. The Fed seems keen to insist that its latest 
injection of liquidity into the system is not more QE and is keen also to resist political pressure to cut 
interest rates further, having indicated that its third reduction for the year in October brought to a 
close its current adjustment to them.  
 
There is an increased expectation of governments providing a fiscal stimulus, something they appear 
minded to do given their own political considerations even if their debt burdens are substantial. In 
the UK public sector borrowing reached the highest level in five years for the month of October, at a 
total of £11.2bn, even before funding the generous promises that the political parties have made in the 
current electoral campaign which would take government spending to over 40% of GDP. 
 
For now the eventual outcome of the general election is not entirely clear. The substantial advantage 
that the Conservatives have held in opinion polls had provided support to the UK market and 
Sterling in particular, although the two are usually negatively correlated given the importance of 
overseas earnings for many large companies. Yet the gap between the main parties has closed, even 
as Jeremy Corbyn has struggled to establish any authority and even as the Labour party is unlikely to 
see the boost it enjoyed in 2017. It also seems wise to pay only limited attention for now to pollsters 
given the difficulty of capturing accurately an increasingly fragmented political landscape and the 
potential impact of tactical voting to help to secure whichever outcome on Brexit appeals. 
  
There may be one of three broad outcomes. In the first the Tories do gain a working majority and do 
deliver Brexit if on trade terms still to be decided, prompting a rally in the UK market and in Sterling 
in spite of the caveat above. In a second there is another hung parliament, bringing continued 
uncertainty and some pressure on the FTSE index as well as the currency. In the third (and the least 
welcome to markets) Labour win, which might bring a degree of despair together with a drop in gilts, 
Sterling and the index. Much would depend on the nature of their majority and a coalition partner, 
while even if elected Labour might struggle to deliver on many of their more radical manifesto 
policies. It could be that on the morning after the election some will be dealing with a serious 
headache, not just because the timing of the election will coincide with a number of Christmas parties. 
We would be ready to make changes if required before or indeed immediately after the poll, allowing 
for the difficulty of positioning on a single political outcome, while any pressure on Sterling would 
help portfolios that benefit from being diversified internationally. 
 
The UK market will also be influenced by more global considerations, as the fourth quarter of 2018 
showed. For now there are signs that the slowing in the rate of economic growth has eased: the data 
for the third quarter indicated that Germany and Japan had both narrowly escaped a technical 
recession, with reported growth of 0.1%, as did the UK with a rate of 0.3%, while industrial indicators 
have become more positive. A focus on GDP (rather than GDP per capita, or indeed the Gross 
National Happiness espoused in Bhutan) may miss telling trends in technology, productivity, the 
inequality of wealth and the threats to international trade. For now the US and China are still edging 
towards a truce on their tariff dispute, even with divisions over the challenges in Hong Kong, where 
the opposition parties won decisively in local elections. Geopolitics remains a complex area. 
 



 
 
In the UK the FTSE 100 rose by 1.4% over November to end at a level of 7347 if off its highs in the 
month. The mid-sized companies in the FTSE 250 index did better with a gain of 4%, reflecting hopes 
on the election and less of an issue with Sterling, and the FTSE SmallCap index rose 3%. The FTSE 
AIM All-Share made 3.7%. The FTSE All-Share was 1.8% higher for the period and its total return for 
the month was 2.2% with income.   
 
In the US the S&P 500 rose by 3.4% in the month and again reached new all-time highs, boosted by a 
broadly positive earnings reporting season and by a further spate of corporate activity at what does 
appear to be elevated prices. The more concentrated Dow Jones Industrial fared a little better with a 
gain of 3.7% and the technology-oriented NASDAQ an impressive one of 4.5%. Smaller companies, as 
represented by the Russell 2000 index, gained 4%.  
 
In Europe the EURO STOXX 50 rose by 2.8% in the month, with the French and German markets 
doing well, while the Euromoney index of smaller companies made 3.3%. In Japan the Nikkei 225 had 
a more subdued month with a gain of 1.6%. The MSCI Emerging Markets index in US$ was the 
laggard in November with a small decline of 0.2%; the Shanghai index was down 2%, as was the 
more developed Hong Kong given the impact on the economy of the disruption there. The MSCI 
Frontier Markets index made a modest gain of 1.2% in the month although the Vietnamese index 
slipped 2.8%.  
 
In the bond markets the UK 10-year gilt yield rose further in the period from 0.63% to 0.7% and the 
total return for the FTSE Gilts All Stocks index was -0.8%. In the US 10-year yields also moved higher 
from 1.69% to 1.78%, in Germany they were yet again a little less negative at a level of -0.36% and in 
Italy they rose sharply from 0.92% to 1.23%. There were negative returns from most bond markets if a 
gain in high yield, an area that has raised some concerns.  
 
Sterling was mixed in the month, being a little softer against the US$ with a decline of 0.1% to close at 
a rate of $1.29:£ but gaining 1.2% against the euro at €1.17:£. The currency may yet move sharply 
either way depending on the outcome of the elections, although any change to an expected outcome 
on Brexit may also impact the euro. 
 
The price of gold declined by 3.2% in the month to end at $1464 per troy ounce as the economic 
uncertainty eased. The price of Brent oil was 3% higher in the period at $61 per barrel. Major metal 
prices were mixed, with palladium doing best, and the main agricultural commodities also varied, 
with coffee stronger. The Vix index gauge of expected volatility in the US fell back by a little in 
November and is now almost exactly half its level at the start of the year.  
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