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“ It’s tough to make predictions especially about the future”

Yogi Berra’s quote, which related to baseball, could equally apply 
to stock markets!

In our previous bulletin, we prioritised the factors that in our 
opinion, would affect share prices: 

1.  US – China trade wars continuing.
2.  Slowdown in China’s economic growth.
3.  The risk unexpected interest rate rises.
4.  No deal Brexit.
5.  An Italian banking crisis

Identifying the factors that influence share prices is relatively easy. 
However, it is impossible to predict the way share prices will 
react to these factors.

As we write this, stock markets are going through one of their 
periods of turmoil. We’ve seen it all before: screaming, emotive 
headlines “billions wiped off shares”, “bloodbath” and prophesies 
of doom. 

The trade tensions between the US and China haven’t been 
resolved, and for as long as this continues, so too, will concerns 
about global economic growth. 

PMN’s clients are well informed and understand our approach: to 
invest in a globally diversified portfolio, for the long term and to 
ignore short term price volatility.

When the UK voted to leave the EU, the pound fell as the 
economic outlook for the UK deteriorated. But the capital value 
of PMN portfolios, which are internationally diversified, increased.

This appears counter intuitive. Logic would dictate that the 
correct response to adverse economic news is to switch equities 
into cash.  However, a large proportion of the profits of FTSE 
100 companies is made in US dollars. A fall in sterling increases 
the value of US dollar income. It was the prospect of increased 
sterling earnings, which led to the increase in FTSE 100 share 
prices.

 In this scenario, switching into cash would not have worked, and 
clients would have missed out on significant capital gains.

Bulletins, such as this, are an attempt to reinforce our advice. 
Individual events can quickly render such statements outdated. 
Even as this is about to go to press, the latest headline news 
is that Parliament is to be suspended in September. Predictably, 
sterling has fallen but the FTSE 100 Index ended the day higher.

Although the media focuses on the short term, our role is to 
manage your investments for the long term. The graphs below, 
and overleaf, show the performance of the major stock market 
indices, over the last 5 years, and the year to date:
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Return

  FTSE 100 30.33

  S&P 500 122.59

  FTSE Developed Europe (ex UK) 56.66

  FTSE Japan 74.95

NB: returns include reinvestment of dividends.

5 Year Performance
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Traditionally, at this time of the year, we have rebalanced your 
portfolio, in line with Morningstar’s new asset allocation strategy. 
However, PMN is independent and we do not slavishly follow 
Morningstar guidance. We make our own decisions, solely in the 
interests of our clients.

This year our team has decided against making any changes to the 
portfolio for the following reasons:

1.  The asset allocation changes are relatively minimal.

2.  The uncertainty regarding the nature and impact of 
Brexit twinned with current stockmarket volatility 
leads us to the view that making any change at this point 
is unwise: we could find that we are forced to reverse 
or make more material changes as the position 
becomes clearer.

3.  We remain confident in our current fund selections.

As if further proof was needed of current stockmarket volatility, the graph below says it all.

“We do not make changes for the sake of making them”. Henry Ford
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  FTSE 100 -4.25

  S&P 500 -1.75

  FTSE Developed Europe (ex UK) -1.54

  FTSE Japan 1.19

NB: seturns include reinvestment of dividends.
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Source: Morningstar, August 2019

Don’t be disheartened or disillusioned by short term falls. Even over the year to date, world stock markets are still showing gains. 
Don’t allow your focus on the long term to waiver. Remain invested as long as you have cash reserves outside your portfolio, 
to enable you to accept short term volatility.

Our message remains the same: stay invested and stick to the agreed long-term strategy. Don’t try and time the markets as 
this Fidelity article clearly explains, click this link here.
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  FTSE 100 9.54

  S&P 500 21.08

  FTSE Developed Europe (ex UK) 15.94

  FTSE Japan 11.57

NB: returns include reinvestment of dividends.
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https://eumultisiteprod-live-b03cec4375574452b61bdc4e94e331e7-16cd684.s3-eu-west-1.amazonaws.com/filer_public/3a/6e/3a6e31ba-ccea-4e2e-ba80-e26fafc8e852/when-doing-nothing-is-best.pdf

