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When doing nothing is best
From time to time, stock markets go through periods of uncertainty. This could be down to some poor economic news
or perhaps due to a political crisis. The sharp falls that can be experienced at such times are understandably
unsettling for investors. They can even tempt some to change their long-term plan by selling their investments.
However, stock market volatility does tend to be short lived. Therefore, most experts agree that investors are probably
better off sitting tight through these unnerving periods. Those who sell or delay making new investments when stock
markets become uncertain are actually employing a strategy known as ‘market timing’. The intention is often to invest
once stock markets have calmed down or to buy when stock markets have gone even lower. This can be a very
dangerous strategy.
Sharp falls in stock markets tend to be concentrated in short periods of time. Similarly, the biggest gains are often
clustered together. It is also quite common for a large gain to follow a big fall (or vice versa). Accordingly, an investor
who tries to anticipate when the best time is to invest runs a very high risk of missing the best gains. This can have a
big impact on their long-term return.
To help illustrate this, Fidelity have analysed the average annual return from the UK stock market over the last 15
years. As the table shows, missing just the ten best days over this period would have cut your annual return
substantially. Timing the stock market is extremely difficult, the best policy is usually to stay fully invested over the
long term.
Fully invested throughout
Missing best 10 days
Missing best 20 days
Missing best 30 days
Missing best 40 days

Annualised Return 7.9%
Annualised Return 3.6%
Annualised Return 1.0%
Annualised Return -1.1%
Annualised Return -3.0%
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As some of you may be aware Malcolm is a Trustee of a local charity
which provides financial assistance and al support to those in need within
the East Lindsey District area.
Over the last year the Charity has provided a mobility scooter, a fridge &
cooker as well as supporting 6 youngsters through University.
If you know anyone in need of assistance please contact Malcolm.
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Interest rate cuts take effect
Bond yields continued their decline into June and prices rose as several
central banks loosened their monetary policy stance. The Reserve Bank of
Australia (RBA) and the Reserve Bank of India (RBI) both cut their key
interest rates during the month.
Meanwhile, the benchmark US Treasury bond yield dipped below 2% for the
first time since 2016 amid mounting speculation that the Federal Reserve
(Fed) could be contemplating a cut in interest rates as early as July. The Fed
warned that downside risks to economic growth had intensified and, having
inverted for the first time since March during May, the US yield curve
remained inverted for the whole of June, compounding speculation that US
economic strength might be wavering. Over June as a whole, the yield on the
US ten-year Treasury bond dropped from 2.22% to 1.99%, having begun
2019 at 2.72%.
During June, European Central Bank (ECB) President Mario Draghi said that
policymakers stand ready to cut interest rates or introduce fresh quantitative
easing measures in order to shore up the region’s economic growth. The
French, German, Swedish, Finnish, and Danish benchmark government bond
yields ended the month in negative territory. In particular, the yield on
German benchmark government bond remained mired in negative territory
for the whole of June, falling from -0.27% to -0.40%, while the benchmark
French government bond yield dropped from 0.12% to -0.39%.
The global economic outlook is weakening, according to the World Bank,
which cut its forecast for global growth in 2019 from 2.9% to 2.6%, before
edging up to 2.7% in 2020. The World Bank attributes this deterioration in
prospects to factors such as rising trade barriers, accumulating government
debt, and worse-than-expected slowdowns in several major economies.
Demand for fixed income funds remained robust during May, according to the
Investment Association (IA), and the asset class retained its top-selling
positon. The best-selling IA bond sector during the month was £ Strategic
Bond, which was surpassed only by the Global equity sector. Investors’
appetite for funds in the UK Gilts sector and £ Corporate Bond sector also
proved strong, and all three sectors appeared in the top ten best-selling
sectors. In contrast, demand for funds in the Global Bonds sector dropped off
sharply during May, and the £ High Yield sector also fell from favour.

Weathering the Storm
There’s no doubt that periods of market volatility can be very unsettling
for investors. Nevertheless, history shows us that, although equities can
certainly be risky in the short term, they remain the best-performing asset
class over the long term. Although market instability can be unnerving
and hard to tolerate, it can also create attractive opportunities. During
periods of general market decline, the share prices of high-quality
businesses tend to fall alongside those of companies that are
experiencing genuine problems. These instances provide astute investors
with an opportunity to pick up high-quality stocks at bargain prices,
boosting their overall portfolio in the process. Even the most
experienced investment professionals cannot ‘time’ the market
consistently. It is all but impossible to assess whether prices have peaked
or troughed, so keep your head and don’t allow yourself to be flustered
into selling for the wrong reasons. Instead, during periods of market
instability, take the time to assess your own particular situation.
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Trade talks impact markets
Trade developments continued to absorb attention during June. Having imposed tariffs on Mexican imports in May –
tariffs that were set to continue to rise every month until October – President Donald Trump announced that the tariffs
would be suspended “indefinitely” following the news that Mexico would tackle the problems of migration and human
trafficking.
Meanwhile, at the G20 summit in Japan, President Trump and China’s President Xi Jinping announced that trade
negotiations would resume and the US decided not to raise tariffs on a further US$325 billion-worth of Chinese goods.
During June, the Dow Jones Industrial Average Index rose by 7.2%, the S&P 500 Index climbed by 6.9%, and the
Nasdaq Index rose by 7.4%. According to S&P Dow Jones Indices, the S&P 500 Index had its best June since 1955,
and the Dow Jones Industrial Average Index had its best June since 1938. The best-performing S&P sectors during
June were materials, information technology and energy, whereas real estate and utilities performed relatively poorly.
Although the Federal Reserve (Fed) maintained its key federal funds rate at 2.25% to 2.5% during June, speculation
that policymakers might move to cut rates continued to mount. Within the Federal Open Market Committee (FOMC),
one member voted for a reduction. Pledging to “act as appropriate to sustain the expansion”, the Fed said that
uncertainties about the outlook had increased, modifying its previously “patient” stance. Separately, in a speech
during the month, Fed Chair Jerome Powell warned: “The picture has changed … cross-currents have re-emerged,
with apparent progress on trade turning to greater uncertainty and with incoming data raising renewed concerns about
the strength of the global economy”. His words – alongside the statement “An ounce of prevention is worth a pound of
cure” – compounded speculation that the central bank is contemplating a cut in interest rates.
The relationship between the Fed and the White House continued to sour, as President Trump tweeted: “A Federal
Reserve that doesn’t know what it is doing – raised rates far too fast” … “They stick, like a stubborn child, when we
need rates cuts & easing, to make up for what other countries are doing against us. Blew it!” Notwithstanding the
President’s words, Chair Powell insisted that the Fed remains independent and “insulated from short-term political
pressures”.
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Taking the first step
Traditionally, many savers are happy to earn a return from their
money simply by putting it in a deposit account. They can watch
the interest accrue, their capital is secure, and they can access it
with minimum hassle.
However, particularly during periods when interest rates are low,
savers are likely to want their money to work a little harder. One
solution might be to accept some of the risks associated with the
stock market in order to achieve greater returns in the long term.
When investing in the stock market, you are buying shares in one
or more companies in the hope they will perform well and the
prices of those shares will go up. This is great news when the
company does well and generates better returns than you could
have expected from your cash savings. The risk you take,
however, is that the company’s share price falls, resulting in a drop
in the value of your investment.
For those willing to take on those risks, there are two main options.
You could invest directly into a company’s shares; however, unless
you have time, knowledge, and a relatively sizeable investment,
this could tie you to the fortunes of just one or two companies –
and, good or bad, this is a high-risk strategy. For most investors,
therefore, a collective investment scheme, such as a unit trust fund
or OEIC (Open Ended Investment Company), offers the simplest
solution. For a small annual fee, your cash is pooled with that of
other investors to create a far larger amount of money, and a
professional fund manager takes over the company selection
process on your behalf.
The advantages of choosing a collective investment are varied, but
primarily it means that a relatively small amount of investment
capital can achieve a properly diversified portfolio. Moreover, your
professional fund manager is likely to be supported by the
research expertise, technology, and infrastructure of a large
investment house. There are also many choices of fund strategy to
choose from – including income, capital growth, index-tracking,
and perhaps a focus on a particular country, region, market
capitalisation, or industry sector – so you can access the equity
portfolio that you want. In the past, equities have tended to
outperform other asset classes, including cash, over the longer
term. Nevertheless, as ever, past performance can be no
guarantee of future returns.
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