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It was a reasonable month for equity markets as further monetary easing 
by the world’s major Central Banks helped support sentiment across global 
markets. For UK investors, the main talking point was the diminishing 
prospect of a no-deal Brexit outcome which helped turbocharge an 
upward move in the Pound, which gained 5% against the US Dollar over 
the month, and an outperformance of domestically sensitive assets. Amidst 
the rally in sterling, our managed portfolios benefitted from the moves we 
made earlier this year to pare back exposure to overseas currencies. 

Market dynamics
Over recent months, monetary policymakers have delivered a decisive 
response to the weakening outlook for global growth, with a whole swathe 
of Central Banks – led by the US Federal Reserve (The Fed) and the 
European Central Bank (ECB) – cutting interest rates. Such a coordinated 
monetary response has traditionally been positive for equity markets and 
so it has proven this time around, with the US equity market continuing 
to reach new all-time highs. Interestingly, closer assessment of equity 
markets indicates that market leadership has changed since bond 
yields troughed in early September. Most notably, “quality” stocks, best 
exemplified by consumer goods stalwarts such as Unilever and Nestle 
which had previously been bid up by investors because of their defensive 
characteristics, underperformed whilst cyclical stocks have finally enjoyed a 
period of outperformance. 
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  A - MSCI World in GB (0.00%)

  B - MSCI World/Consumer Staples in GB (-1.17%)

31/12/2018 - 31/10/2019 Data from FE 2019
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UK
It was another eventful month in UK politics, with 
domestic assets reacting positively to Prime Minister 
Boris Johnson’s renewed push for a Brexit deal, even 
though his attempt to pass the amended deal through 
Parliament eventually failed. Whilst we now face the 
prospect of a December election, it is certainly positive 
that all major parties are pushing for a more market 
friendly outcome to Brexit than the market’s least 
preferred outcome, a “no-deal”. Unsurprisingly given 
the high level of political uncertainty, UK economic data 
remains weak with the most recent survey data for 
both the services and manufacturing sectors indicating 
modest contraction at this time. 

Aided by the more positive developments in 
Westminster, the sharp decline in bond yields which 
took place over the summer unwound somewhat over 
the month, with the yield on the 10 year UK Gilts rising 
15 basis points to end the month at 0.63%. Within the 
domestic equity market, the lower likelihood of a no-
deal Brexit caused a surge in the share prices of stocks 
in domestically exposed industries, such as building 
supplies and banks, whilst unsurprisingly overseas 
earners broadly lagged. MSCI UK All-Cap ended the 
month down 1.9% in capital return terms. 

Consumer defensive stocks have lagged the wider market since bond yield’s 
bottomed in early September 
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Domestically exposed companies, such as RBS (banking) and Travis Perkins 
(building supplies), outperformed over the month

US
Global market sentiment remains dependent on 
the US-China trade negotiations, and whilst a broad 
agreement is unlikely given how far away the two 
parties are on issues such as the treatment of 
intellectual property and technology, the market has 
grown increasingly optimistic that a Phase 1 trade deal 
– which rolls back some tariffs - will be agreed later this 
month. 

Despite the manufacturing sector remaining weak, 
the broader US labour market remains in reasonable 
shape, with the unemployment rate declining from 
3.7% in August to 3.5% in September whilst jobs growth 
for August was also revised upwards. However, the 
strength in the figures was not enough to perturb the 
Federal Reserve from cutting interest rates for the 

third time in 4 meetings in their meeting which took 
place at the end of the month, as subdued domestic 
inflation and economic weakness overseas provided 
sufficient justification for a further rate cut. Following 
the meeting, the Chairman of the Fed, Jerome Powell, 
indicated that they will likely hold fire on further rate 
cuts for now unless there is a significant change in the 
strength of the economy or inflationary pressures. 

Amidst low expectations for third quarter corporate 
earnings, around 75% of the constituents of the large-
cap S&P 500 index have beaten profit forecasts so far. 
Particularly strong earnings reports have come from 
some of the technology behemoths which dominate 
the top end of the US market, with Microsoft and Apple 
beating the market’s expectations for revenue and 
profit growth. The S&P 500 gained 2% over the month 
in US Dollar terms. 

  A - Travis Perkins PLC Ord 10P in GB (11.00%)

  B - RBS Group PLC ord 100P in GB (2.46%)

  C - MSCI United Kingdom All Cap in GB (-1.85%)

  D - Diageo PLC Ord 28 101/108P in GB (-5.06%)

  E - Unilever PLC Ord 3 1/9P in GB (-5.47%)
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This document does not constitute advice or a personal recommendation or take into account the particular investment objectives, 
financial situations or needs of individuals. This document is not intended for further distribution. This document has been prepared 
with all reasonable care and is not knowingly misleading in whole or in part. The information herein is obtained from sources which we 
consider to be reliable but its accuracy and completeness cannot be guaranteed. No responsibility is taken for any losses, including, 
without limitation, any consequential loss, which may be incurred by anyone acting on information in this document. The opinions and 
conclusions given are those of Dart Capital Limited and are subject to change without notice. The value of investments and the income 
from them are not guaranteed and can fall as well as rise and clients may not get back their original investment. It should be remembered 
that past performance is not necessarily a guide to future performance. Where investments have particular tax features, these depend on 
the individual circumstances of each client and tax rules are subject to change in the future.
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Asset Class Performance – End October 2019 (in Sterling terms)

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

Cash +0.06% +0.19% +0.75% Bank Of England Base Rate in GBP

Fixed Interest -1.86% +2.33% +8.05% L&G All Stocks Gilt Index Trust I Inc in GBP

Equities - UK -1.85% -3.86% +1.20% MSCI UK All Cap in GBP

Equities - 
International

-2.24% -3.49% +9.36% MSCI All Country World Index ex UK in GBP

Property +0.07% +0.32% +0.70% FE UK Property Proxy in GBP

Alternatives +0.06% +0.19% +0.75% Bank of England Base Rate in GBP

Benchmarks are capital return which excludes income

Month to 31 October 2019 

All performance data supplied by Financial Express Analytics 

Dart Capital positions based on Dart Capital mid risk strategy

Eurozone
Mario Draghi concluded his eight-year term as 
President of the ECB at the end of the month making 
way for ex-lawyer and politician, Christine Lagarde, to 
take over. Draghi will undoubtedly be remembered for 
his “whatever it takes” speech in 2012 where he vowed 
to do whatever was necessary to preserve the Euro, 
a vow which has led to the unprecedented monetary 
policy we see in the Eurozone today. This year alone 
the ECB have cut the deposit rate to its lowest ever 
level, -0.5%, as well as introducing a further bout of 
Quantitative Easing, although these recent moves are 
yet to cause an upturn in growth in the currency bloc’s 
economy. MSCI Europe ex-UK gained 1.3% in local 
currency terms. 

Asia
The Chinese economy grew 6% year-on-year over the 
third quarter according to official data, slightly below 
the market’s expectations and a moderate slowing 
from the previous quarter, although it should be said 
that these figures likely overstate the current level 
of growth given the Chinese government’s penchant 
for “smoothing” the quarterly growth figures. Further 
enforcing this more challenging outlook for the Chinese 
economy was survey data which showed the services 
sector grew at its slowest pace for seven months, 
although, in more positive news, new orders bucked the 
trend and grew at their fastest pace since January 2018. 
MSCI China H gained 3% in local currency terms.


