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Having started the month in very strong fashion led by an exuberant US 
stock market, global markets fell back late in the month as concerns over 
the coronavirus outbreak in China caused a pullback in sentiment. 

Market dynamics
There were marked divergences within the equity market over the month, 
with a particularly wide gulf between technology stocks, which on the 
whole made strong gains supported by strong corporate earnings from 
several of the largest stocks in that sector, and commodity stocks which 
struggled amidst concerns over the impact a weakening Chinese economy 
will have on demand for commodities. This divergence is demonstrated 
by the fact that the US’s Nasdaq 100 index, which is primarily made up 
of technology-focused businesses and is led by mega-cap constituents 
including Apple, Microsoft and Amazon, ended the month up 3% in US 
Dollar terms, in sharp contrast to the S&P 500 Energy sector which ended 
the month down 10%. Perhaps the most spectacular market move over 
the month was the explosive performance of the electric car maker, Tesla, 
which saw its share price gain 56% in Dollar terms over the month which 
made it the world’s second largest car company by market value. The rapid 
gains were caused by a surge in optimism centred on Tesla’s recently 
found ability to generate a profit and the acceptance amongst many that 
the electric vehicle maker will be able to maintain its dominance of the 
electric car market for many years to come.

Despite economic data across developed economies generally meeting or 
exceeding the market’s expectations over the month, bond yields reversed 
much of their rise over the fourth quarter with the 10 year Treasury yield 
ending the month at 1.52%, having started the period at 1.91%. The 
decline in yields was largely attributable to the growing realisation that 
the coronavirus outbreak will cause a sharp, albeit temporary, slowdown 
in the world’s second largest economy, which in turn will dampen global 
inflationary pressures over coming months. 
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UK
Heading into January’s meeting of the Bank of England’s 
Monetary Policy Committee (MPC), the market 
predicted a roughly 50% likelihood of the MPC cutting 
interest rates in an attempt to boost an economy which, 
at least prior to December’s General Election, had been 
fairly moribund. However, with January’s economic 
data showing signs of significant improvement, the 
MPC chose to hold fire and keep the base rate at 
0.75% for now as they await to see whether the “Boris 
bounce” will be sustained. Of particular importance 
in the Committee’s decision making was probably the 
PMI survey figures for the services and manufacturing 
sectors – which were released in the week prior to the 
MPC’s meeting – which both showed a marked pick-
up in business sentiment and activity in the weeks 
following the election result. We believe that the 
Bank of England’s decision is a prudent one, not least 
because we have seen savings rates rise across the 
household and business sectors amidst the uncertainty 
of the last three years and it would not be unexpected 
to see spending pick up modestly across the economy 
now that there is a greater degree of political certainty. 

In-line with the US market, UK Gilt yields declined over 
the month, with the 10- year Gilt yield ending the month 
down 30 basis points at 0.53%. We continue to believe 
that long-dated Gilts are expensive, with yields at such 
a low level providing no margin for safety for investors. 
MSCI UK All-Cap ended the month down 3.3%, with 
the lack of technology stocks within the market index – 
along with the heavy weighting in commodity producers 
- hurting the relative performance of the domestic 
index. 

US
Since their mid-September intervention in the repo 
market (the over $3trn market in which banks and 
other financial institutions manage their liquidity needs), 
the US Federal Reserve has continued to boost liquidity 
within the US banking system. Whilst these moves 
have helped ensure that the banking system remains 
in reasonable health, it has also helped cause a surge 
in the domestic equity market, with technology stocks 
in particular benefitting from significant capital flows. 
The Chairman of the Federal Reserve, Jerome Powell, 
continues to indicate that the Federal Reserve will not 
be looking to raise interest rates anytime soon, as they 
strive to meet their 2% inflation target, 

Towards the end of the month, corporate earnings 
gave technology-driven behemoths Microsoft, Apple 
and Amazon a bump up as they all beat market 
expectation with strong results. Microsoft and Amazon 
both benefitted from the strong demand for cloud-
computing solutions, whilst the iPhone and wearables 
– particularly the Apple watch - were areas of strength 
for Apple. Notably, mega-cap technology companies 
Microsoft, Apple, Alphabet, Facebook and Amazon now 
account for c. 18% of the S&P 500, a record high. The 
S&P 500 ended the month down 0.2% in US Dollar 
terms.

Europe
It was a fairly weak month for European economic data, 
with both the French and Italian economies contracting 
over the fourth quarter of last year according to 
the GDP data which was released over the month. 
The French economy was impacted by widespread 
protests against President Macron’s planned changes 
to the retirement system, a further demonstration 
of the challenges the French government will face 
in attempting to reform an economy in which trade 
unions retain significant power. MSCI Europe ex-UK 
ended the month down 1.1% in local currency terms. 

Asia
Prior to the escalation of the coronavirus concerns 
at the end of the month, Chinese economic data was 
beating expectations with official PMI survey data 
showing activity within the dominant services sector 
grew faster than expected over January. However, 
any positive signs for the economy were quickly 
overlooked once the scale of the coronavirus outbreak 
was revealed, with much of the Chinese economy 
on shutdown as the authorities attempt to stop the 
spread of the virus. MSCI China H, which represents 
the performance of Chinese stocks listed in Hong Kong, 
ended the month down 10.1%, with stocks which are 
particularly exposed to retail sales taking the brunt of 
the hit. 
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Asset Class Performance – End January 2020 (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 +3.75% +0.99% +7.79% L&G All Stocks Gilt Index Trust I Inc in GBP

Equities - UK -3.30% +1.35% +5.01% MSCI UK All Cap in GBP

Equities - 
International

-0.55% +2.72% +14.04% MSCI All Country World Index ex UK in GBP

Property +0.09% +0.65% +1.20% 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 January 2020 

All performance data supplied by Financial Express Analytics 

Dart Capital positions based on Dart Capital mid risk strategy
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