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Countries are falling out of love with each other just as
Stevie Nicks and Lindsey Buckingham did before writing
the track from which this week’s blog takes its title.
President Trump’s wall at the southern border with Mexico,
disagreement over which has left the US government in
shutdown since 21 December, may become the enduring
symbol of the trend towards national self-interest and
protectionist policies at the expense of the international
order. We should not get too downbeat however;
integration between countries has fluctuated over time
and, for us as investors, uncertainty over trade policy has
contributed to some attractive valuation opportunities at
the start of 2019.

This is not the first time we’ve seen a pullback from
integration. Even today the level of foreign investment
is not as high as it was at times during the 19th and 20th
centuries: for example, only a third of the capital raised
in the UK between 1865 and 1914 was invested in the UK
itself, and a quarter of the world’s stock of foreign capital
in 1913 was invested in countries with relatively low per
capita GDP compared to just 5% in 19971.

Now | may have my own view that pulling away from
integration is imprudent: larger markets benefit us all
economically and there are some problems which can
only be tackled by cooperation between nation states.
But this breakdown of international relations is no reason
to get too downbeat. There is a natural ebb and flow of
integration and separation and this is just the latest wave.
Such an analogy may seem inappropriate given that the
end of the last great ‘wave’ of integration coincided with
- and some would argue helped cause - the events of
1914. While it is our job to think about these tail risks, a
dire outcome like this is an extremely remote possibility,
thankfully.

Trump and Xi are locked in negotiations after agreeing
not to raise any further trade barriers against each other
for a period of 90 days at the start of December. Talks
between mid-level US and Chinese officials in Beijing
concluded on Wednesday last week and so far both sides
are making positive noises about the prospects for a deal.
This is very important for markets, with the IMF warning
of the impact of trade wars on global growth. Barring a
very negative outcome - and by now the market should
be used to President Trump’s hyperbole — we should see

some rejigging of the terms of trade and then life goes on.

Arm-wrestles over trade introduces frictions out of which
emerge winners and losers. Our underlying managers
are specialists in discerning genuine opportunities from
things that only appear attractive at first glance, and hence
together with them we continue to pay close attention
to the investments in our portfolios. | received a note
on Thursday last week from one of our European equity
managers, discussing a logistics firm in their universe
that could see headline revenue decline by approximately
2-3% as a result of reduced trade between China and the
US, but has been penalised a multiple of this by the market
and hence is now attractively priced.

While painful in the short term, volatility caused by
geopolitical events creates opportunities for disciplined
long term investors, just as the disintegration of the
relationships within the band coincided with Fleetwood
Mac writing one of the best-selling albums of all time. At
today’s level, equities are not expensive and hence we
have been adding selectively in our portfolios.
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The Marketplace
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- Large-Cap UK stocks increased 1.2% on the week.

Economic indicators flashing red in some regions - PM Theresa May’s authority was further undermined

_ Brent Crude breached $60 again, ending the week at this week following two parliamentary defeats. These
$60.6 provided parliament with greater control over the

Gold rose 0.5% to $1290.3 per ounce timetable in the event of her Brexit deal being voted
down and the ability to curb the government’s power
in the event of a no deal. The pound rallied 1%, as the
likelihood increased that the UK’s departure from the EU
would be delayed past its March 29th deadline.

- UK house prices rose by 1.3% in Q4 of 2018 compared
with the same period last year

Global equity markets moved higher on the week

Market Focus

us
Europe
- The federal government shutdown over the Mexican wall

entered its third week and an estimated 800,000 federal - In Germany, industrial production fell 1.9% in November

workers have missed their first salaries of the year.
President Trump’s primetime address to the public failed
to mobilise much support.

- US stocks rose for the third week in a row with the

following a drop of 0.8% in the previous month, putting
it at risk of slipping into recession. The decline was led by
the energy sector (-3.1%), consumer goods (-4.1%) and a
fall in exports.

major gauge rising 2.6%. Industrials performed well, - France also saw a fall in industrial production, declining
and energy stocks were buoyed by a rally in oil prices. 2.1%.
Healthcare and financials lagged behind. - European equities rose 1.6% on the week buoyed by

- Apple’s chief executive Tim Cook announced a cut to optimism over a breakthrough in the US-China trade war
revenue forecasts due to weak iPhone sales, particularly
in the critical Chinese market. Apple’s shares ended
Thursday down nearly 10%.

- US Core CPI, excluding volatile items such as food and
energy, increased 2.2% year-on-year in December 2018,
this was in line with forecasts.

- US 10-year treasury yields ended the week higher at
2.7%, and credit spreads on corporates tightened.

Rest of The World

- Carsales in China fell for the first time in 20 years,
declining by 6.0% in 2018.

- Three days of trade talks between China and the US
have made headway around energy and agriculture. The
fact that talks have been extended for a day is seen as a

UK positive step.

- Japanese equities increased by 4.0%.

- China’s equity benchmark rose 1.9% with the yuan rising
to a five-month high against the US dollar.

- Jaguar confirmed it is cutting 4500 jobs, citing a lack
of demand for diesel cars. The slowdown in China and
ongoing concerns around Brexit have put pressure on
auto stocks.

Past performance is not indicative of future returns.

Source: Bloomberg. Returns in local currency unless otherwise stated.
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Currency returns
Asset Class/Region Currency

11 Jan. 2019 to date

Week ending Month

YTD 2019 12 months

Developed Market Equities

United States Usb 2.6% 3.6% 3.6% -4.9%
United Kingdom GBP 1.2% 2.9% 2.9% -7.1%
Continental Europe EUR 1.6% 3.4% 3.4% -10.2%
Japan JPY 4.0% 2.4% 2.4% -17.2%
Asia Pacific (ex Japan) usD 4.1% 3.0% 3.0% -13.8%
Australia AUD 2.8% 2.3% 2.3% -0.7%
Global Usb 2.8% 3.9% 3.9% -8.1%

Emerging markets equities

Emerging Europe usb 2.7% 5.4% 5.4% -11.9%
Emerging Asia usD 4.0% 2.3% 2.3% -16.4%
Emerging Latin America usD 2.9% 9.9% 9.9% -2.0%
BRICs usb 3.5% 4.4% 4.4% -14.4%
MENA countries usb 3.4% 3.6% 3.6% 7.0%
South Africa Usb 4.0% 6.5% 6.5% -18.2%
India uUsh -0.5% -1.6% -1.6% -6.9%
Global emerging markets Ush 3.8% 3.7% 3.7% -14.3%
US Treasuries usD -0.3% 0.0% 0.0% 1.4%
US Treasuries (inflation protected) usb 0.2% 0.7% 0.7% -0.1%
US Corporate (investment grade) usb 0.3% 0.5% 0.5% -1.6%
US High Yield uUsb 1.9% 3.1% 3.1% 0.3%
UK Gilts GBP -0.2% -0.1% -0.1% 1.5%
UK Corporate (investment grade) GBP 0.0% -0.1% -0.1% -1.9%
Euro Government Bonds EUR 0.2% 0.0% 0.0% 1.3%
Euro Corporate (investment grade) EUR 0.1% -0.1% -0.1% -1.2%
Euro High Yield EUR 1.4% 0.9% 0.9% -3.3%
Japanese Government JPY -0.3% 0.2% 0.2% 1.5%
Australian Government AUD -0.4% 0.1% 0.1% 5.7%
Global Government Bonds usD 0.1% 0.5% 0.5% 0.0%
Global Bonds usD 0.2% 0.4% 0.4% -0.7%
Global Convertible Bonds usb 2.0% 2.4% 2.4% -4.8%
Emerging Market Bonds usb 0.7% 2.3% 2.3% -2.9%

Source: Bloomberg. Past performance is not indicative of future returns
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Asset Class/Region Currency .
‘i"fﬁ::“zdo'i‘gg tMo‘:jr;ttZ YTD 2019 12 months
Property
US Property Securities usb 4.9% 4.4% 4.4% 2.8%
Australian Property Securities AUD 3.7% 3.8% 3.8% 3.7%
Asia Property Securities usb 3.7% 4.4% 4.4% -1.2%
Global Property Securities UsD 4.2% 4.4% 4.4% -2.6%

Euro usb 0.7% 0.3% 0.3% -4.6%
UK Pound Sterling Usb 1.1% 0.9% 0.9% -5.1%
Japanese Yen usb 0.1% 1.2% 1.2% 2.7%

Australian Dollar usb 1.4% 2.3% 2.3% -8.6%
South African Rand Usb 0.9% 4.0% 4.0% -10.2%
Swiss Franc usb 0.3% 0.0% 0.0% -0.8%
Chinese Yuan usb 1.6% 1.7% 1.7% -3.9%

Commodities & Alternatives

Commodities ush 2.7% 5.0% 5.0% -5.8%
Agricultural Commodities UsD 0.5% 1.6% 1.6% -4.7%
Oil usD 6.0% 12.4% 12.4% -12.7%
Gold usD 0.5% 0.7% 0.7% -2.4%
Hedge funds USD 0.7% 1.7% 1.7% -7.0%

Source: Bloomberg. Past performance is not indicative of future returns
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Important notes

This document is only intended for use by the original recipient,
eitheraMomentum GIM client or prospective client,and does not
constitute an offer or solicitation to any personin any jurisdiction
in which it is not authorised or permitted, or to anyone who
would be an unlawful recipient. The original recipient is solely
responsible for any actions in further distributing this document,
and in doing so should be satisfied that there is no breach of
local legislation or regulation. This document should not be
reproduced or distributed except via original recipients acting as
professionalintermediaries. This documentis not for distribution
in the United States.

Prospective investors should take appropriate advice regarding
applicable legal, taxation and exchange control regulations in
countries of their citizenship, residence or domicile which may
be relevant to the acquisition, holding, transfer, redemption or
disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this
documentisissued. Data, models and other statistics are sourced
from our own records, unless otherwise stated. We believe that
the information contained is from reliable sources, but we do
not guarantee the relevance, accuracy or completeness thereof.
Unless otherwise provided under UK law, Momentum GIM does
not accept liability for irrelevant, inaccurate or incomplete
information contained, or for the correctness of opinions
expressed.

The value of investments in discretionary accounts, and the
income derived, may fluctuate and it is possible that an investor
may incur losses, including a loss of the principal invested. Past
performance is not generally indicative of future performance.
Investors whose reference currency differs from that in which the
underlying assets are invested may be subject to exchange rate
movements that alter the value of their investments.

Under our multi-management arrangements, we selectively
appoint underlying sub-investment managers and funds to
actively manage underlying asset holdings in the pursuit of
achieving mandated performance objectives. Annual investment
management fees are payable both to the multimanager and
the manager of the underlying assets at rates contained in the
offering documents of the relevant portfolios (and may involve
performance fees where expressly indicated therein).

Momentum Global Investment Management (Company Registration
No. 3733094) has its registered office at
The Rex Building, 62 Queen Street, EC4R 1EB

Momentum Global Investment Management Limited is authorised
and regulated by the Financial Conduct Authority in the United
Kingdom, and is an authorised Financial Services Provider pursuant
to the Financial Advisory and Intermediary Services Act 37 of 2002 in
South Africa.

© Momentum Global Investment Management Limited 2018
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