
December Review

This has been one of the most volati le Decembers on record and the worst

in performance terms since 1931. From its high on 3 December, the S&P

500 fel l an incredible 15.6% in the month, then ral l ied 6.7% in the last 4

days of the year; the index also posted the worst Christmas Eve

performance ever of -2.71%. This col lapse caught many off guard; lots

of commentators have been waiting to get bailed out by 1) a trade truce

with China 2) the Federal Reser ve pivoting dovish and thirdly by the muc h

vaunted Santa Claus ral ly – whic h did come in the end but from a much

lower level than expected. We have not been waiting on any of these

catalysts however, as our process focuses on the economic cycle rather

than single one-off events that may or may not happen. Our process has

kept us defensively posit ioned whic h is how we stayed in December, wi th

overweights in Uti l i t ies, Staples, Healthcare and cash.

In suc h a broad based market sel l off the fund was not immune, but did

manage to outperform the index, fal l ing by 7.1% v the S&P 500 fall of

9.0%. This placed the fund in the top deci le of the peer group for the

month.
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We remain cautious for now until the data improves

Market Outlook

The fund performed satisfactori ly in 2018, returning 2.85% v the S&P

500 of -0.41% in ster l ing terms. This placed us in the top deci le of the IA

North America sector for the year.

The outlook for the first half of 2019 remains difficult and we are not

antic ipating any big changes to the way the portfol io i s posit ioned ie: we

remain defens ive. We are always on the lookout for improvements in the

data and wil l be ready to make c hanges when that occurs. We cont inue

to be posit ive on the dollar and believe that i t wi l l perform wel l in thi s

environment . A more posit ive view of Brexit or even a ‘Remain surge’

could c hange that in the near term, but i s unl ikely to c hange the trend

over the intermediate term.
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