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January was a very strong month for global stock markets, as they 
recovered from the extremely negative sentiment which took hold in 
December. Markets were bolstered by a more conciliatory tone from the 
US Federal Reserve, which gave further indication that they will likely delay 
further rate rises for now. 

Market dynamics
Equity market valuations had fallen to cheap levels by the beginning of 
January, and we were unsurprised to see the market bounce aggressively 
in a relief rally. As is often the case in a rebounding market, it was the 
areas which were hit hardest in the sell-off that delivered the strongest 
gains. On a domestic level, having endured a torrid end to 2018 as the 
twin headwinds of weak global markets and continued concern over 
Brexit pushed domestically sensitive stocks lower, UK small and mid-
caps performed strongly, with the MSCI UK Mid-Cap and Numis Smaller 
Companies + AIM index gaining 6.2% and 5.3% respectively. When looking 
overseas, the US market, as represented by the S&P 500, gained 7.9% in 
US Dollar terms, aided by a strong corporate earnings season and the 
more sanguine Federal Reserve policy (which we discuss overleaf). Within 
the bond market, the risk-on market sentiment drove a tightening of credit 
spreads (which represent the difference in yield between corporate and 
government bonds) with the lowest quality bonds delivering the strongest 
returns with our favoured High Yield funds gaining around 3% over the 
month. 
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UK
The data emanating from the domestic economy 
certainly doesn’t provide a clear picture, with the 
reasonably buoyant labour market, which saw the 
unemployment rate fall to 4% and wage growth 
increase to 3.4% year-on-year (y-o-y) in the most 
recent data release, contrasting with sluggish business 
investment and household spending. The inflation 
rate declined to 2.1% in December from 2.3% a month 
earlier, as the roughly 30% fall in the oil price, which 
took place over the fourth quarter, fed through to lower 
petrol prices. 

Faced with the mixed economic backdrop, the Bank of 
England looks set to delay raising the base rate further 
from its current level of 0.75% until there is more clarity 
on the Brexit process, which is entering crunch time 
given the UK’s planned exit from the trading bloc on 
the 29th March. Following the overwhelming rejection 
of Prime Minister Theresa May’s deal with the EU by 
Parliament mid-month, UK assets were remarkably 
stable as investors took the news as increasing the 
likelihood of a “Soft Brexit”. This hope drove the Pound 
2.7% higher against both the US Dollar and the Euro by 
the close of the month, with sterling ending the period 
at $1.31 and €1.15 respectively. MSCI UK All-Cap gained 
4.1% over the month in capital return terms with less 
cyclical stocks, such as Unilever and Diageo, lagging 
the rising market having outperformed over the weak 
fourth quarter. Gilt yields were broadly unchanged over 
the month, with the 10 year Gilt yield ending the period 
at 1.22%. 

US
Figures released towards the end of the month 
indicated that the US economy added 312,000 jobs in 
December, far more than economists had expected, 
although the unemployment rate did creep up to 
3.9%. However, although wage growth has picked 
up somewhat – the broad Employment Cost index 
increased 0.8% and 0.7% in the third and fourth quarter 
respectively – broad inflation across the economy 
remains muted with the Consumer Price Index (CPI) 
showing only 1.9% growth in prices in the 12 months 
to December. A lack of surging domestic inflation, 
and concerns over a slowing Chinese and European 
economy, have provided the Federal Reserve sufficient 
cover to change their language around future interest 

rate rises. In particular, the Chairman of the Fed, Jerome 
Powell, signalled that the Fed is done raising interest 
rates for now and will be flexible in reducing its bond 
holdings, a sweeping pivot from Powell’s October 
comments where he indicated that interest rates were 
well below neutral. 

Eurozone
Having started 2018 in buoyant mood, survey data 
indicated that the currency bloc’s manufacturing sector 
saw slowing growth for the fifth consecutive month in 
December, with the sector close to entering contraction 
territory. A slowing economy and sluggish inflation, 
which based on the CPI measure fell back to 1.6% in the 
12 months to December, has pushed back expectations 
for the timing of the European Central Bank’s (ECB) first 
rate rise back to later this year. European stocks made 
gains in line with other regions, with MSCI Europe ex-UK 
gaining 6.2% in local currency terms. 

Asia
Despite official government data showing that the 
Chinese economy grew at an annualised pace of 6.4% 
over the fourth quarter, only a slight slowing from the 
6.5% figure for the third quarter, the world’s second 
largest economy is likely experiencing a more significant 
weakening. Chinese stocks also made strong gains over 
the month, with MSCI China H ending the period up 
9.4% in local currency terms. 

Commodities
The oil price rebounded over the month, gaining 15% 
in US Dollar terms and ending the month at $62 per 
barrel (based on the Brent Crude price). The market 
was boosted by the imposition of sanctions by the 
US government on Venezuela, a major oil producer. 
Industrial metals, such as iron ore, were also strong, 
as questions over supply and hopes over the Chinese 
fiscal stimulus package helped boost these markets. 
Having benefitted from the surge in demand for “safe 
haven” assets over the fourth quarter, the gold price 
gained a further 3% in US Dollar terms over the month 
as the prospect of fewer US rate rises helped boost 
demand for the precious metal. 
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Asset Class Performance – End January 2019 (in Sterling terms)

Asset Class Dart Capital 
Position 1 Month 3 Months 12 Months Index

Cash +0.06% +0.19% +0.62% Bank Of England Base Rate in GBP

Fixed Interest +1.15% +1.23% +1.82% L&G All Stocks Gilt Index Trust I Inc in GBP

Equities - UK +4.08% -2.34% -8.04% MSCI UK All Cap in GBP

Equities - 
International

+4.42% -1.50% -1.63% MSCI All Country World Index ex UK in GBP

Property +0.49% +0.20% +3.48% FE UK Property Proxy in GBP

Alternatives +0.06% +0.19% +0.62% Bank of England Base Rate in GBP

Benchmarks are capital return which excludes income

Month to 31 January 2019 

All performance data supplied by Financial Express Analytics 

Dart Capital positions based on Dart Capital mid risk strategy
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