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“The richest in our society…  are living on borrowed time”,  Jeremy Corbyn

As unlikely as many see it, if Boris Johnson loses his job to send the Conservative party further into the mire, Jeremy Corbyn 
could be the next UK prime minister. 

In June, the labour party leader said, “The very richest in our society have had tax breaks, giveaways and tax havens; they’re 
living on borrowed time.” 

What could be perceived as generous breaks such as the Residential Nil Rate Band for married couples to help avoid 
inheritance tax, different types of trust (loan, discounted gift), business relief, pension tax relief, especially for higher rate 
taxpayers, child benefit and a high threshold (£50,000) of income before paying higher rate tax are all potential targets for a 
Labour Party leader keen to ‘level the playing field’. 

Given that a UK general election is being forecast for a date as early as four to six weeks hence, John F Kennedy’s own 
quotation comes to mind: “There are risks and costs to a program of action but they are far less than the long-
range risks and costs of comfortable inaction”.  Those contemplating pension contributions (personal or company), establishing 
trusts for inheritance tax mitigation, realising profits on share or property portfolios, should at least further their plans sooner 
rather than later.  It is also worth noting the oft-overlooked inheritance tax exemption afforded to servicemen and women, 
including emergency service personal, whose death is hastened during their work in active service.  Emergency service 
personal could include those in the police, ambulance (ie paramedics), fire, RNLI and so on. 

The final week of September in the markets was quite momentous. 

The UK saw its Supreme Court, which has only been in existence for ten years, rule unanimously against the Government and 
specifically against the Prime Minister, resulting in the immediate recall of Parliament to again debate and frustrate attempts to 
reach a conclusion to the Brexit debate.  Ironically, the Supreme Court’s decision caused the pound to rise across the board as a 
no-deal was seen to be much less likely.  Sterling rallied to come close to touching $1.25 before falling heavily as the week 
progressed on realisation that Brexit is unlikely on October 31st, and therefore the country is set for further stalemate and 
uncertainty.  For the month as a whole however, sterling had its best period against the dollar since January, and rallied well 
against the euro, closing at €1.1265, up nearly 2% for September.  JP Morgan currency analysts warn investors not to be 
complacent and take a no-deal for granted.  “[If] Boris Johnson does get a deal before the October 31st deadline…this could 
clearly be very bullish for UK domestics in GBP terms and would significantly help [the] eurozone”, as the FT reported. 

Sterling performance against the US dollar, last week of September (Source: Financial Times) 
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In the US, President Trump was the subject of new impeachment attempts by the Democrats.  The previous tack alleging 
impropriety toward women failed to take hold soon after his election; now the president faces allegations of attempting to 
coerce the Ukraine to discredit the son of one of the opposition frontrunners in the 2020 election campaign.  US market indices 
initially sold off decisively on this news but rallied slightly at the end of the week on expectation that impeachment 
proceedings were more likely than not to fail.  The decision by the Democrats to launch impeachment proceedings represents a 
big gamble since if they do fail, Trump’s position as president will be consolidated, which could be a reason why the dollar 
index rallied to year highs within touching distance of the psychological 100 mark.  The dollar’s advance does not help 
emerging markets since much of EM borrowing is dollar based.  It also potentially impedes US Stockmarket gains since US 
exports become more expensive, indeed fourth quarter earnings estimates for the 14 US companies reporting their earnings in 
Q4 have already been marked down by analysts. 

Brexit, impeachment, the trade war with China, tension with Iran, a potentially far higher oil price and a yet stronger dollar all 
provide headwinds to equity markets but the state of the bond market which is both costly to enter and mostly offers negative 
yields, means equities should still be bid for the benefit of their yield.  Apple has a yield of under 2% but is up 41% this year 
and led the tech sector in the third quarter. 

Technology has been shaken up this year because of the threat of government interference in both their profitability and in their 
ability to protect customer privacy.  Facebook was a notable recipient of a heavy fine for failing to protect client data, and is off 
its highs above $208 a share, although it has recovered well from its January lows of $123, currently trading at $177.  Research 
indices reflect favourable consumer sentiment toward discretionary spending, especially toward tech, and Apple, with its 
watch, ear pods, home pods, TV, streaming service and its new titanium card with which to pay for these things, stands to 
benefit, indeed JPM raised its target price for the company to $245 (from its current $223). 

Chinese stocks (specifically the Shanghai Composite index) have rallied 10% this year despite the trade war, and the long term 
demography makes this a country not be ignored in investor portfolios, though by its very nature, the emerging market sector is 
speculative, meaning holders have to be prepared for extreme moves in either direction. 

China is the world’s biggest producer and consumer of gold, which has risen 16% this year, however the Financial Times 
reports that “the People’s Bank of China increased its holdings of gold to 62.45m ounces of gold in August, from 59.24m in 
November”.  Russia also has bought considerable reserves of gold as they and China “have adopted a clear policy of de-
dollarisation” according to the World Gold Council, also reported in the FT.  Private individuals and countries are being drawn 
to gold because “$15.3tn of bonds are trading at levels that guarantee buyers a loss, if the bonds are held to maturity”, and the 
Chinese, as the world’s largest owner of US debt, are keen to diversify, especially in the current environment.  Citigroup 
forecast the attraction of gold at a time of low yield, slowing global growth, further monetary easing, and as an alternative 
[insurance] to equities, could comfortably send the price through the record reached in 2011 of $1930.  Silver could well rise 
further. 

Favoured investment plays: 
Nil risk:                         Cash  
Cautious risk:                  AAA Corporate bonds 
Balanced risk:          Managed / Multi-asset funds   
Market risk:          UK equity 
Adventurous risk:            Asia, US equity, European equity 
Speculative risk:              Technology, China, India, Other EM, Precious metals 

Disclosure:   
Nicholas Chappell has the following personal investment exposure: Technology (including new energy, all US) 18%, China 7%, Asia 13%, 
Global Equity 40%, UK equities 7%, US equities 4%, Emerging Market equity 8%, Silver 3% 

Important information: This communication is for informational purposes only.  It is not intended as an offer or solicitation for the purchase or sale of any financial instrument or 
as an official confirmation of any transaction.  The price of shares and the income from them may fall as well as rise.  Past performance is no guarantee of future returns and investors 
may not get back the full amount invested, particularly in the early years.  Exchange rates may also cause the value of underlying overseas investments to go down or up. Investments 
in emerging markets and hedge funds can be more volatile and the risk to capital is greater.  All market prices, data and other information are not warranted as to completeness or 
accuracy and are subject to change without notice.  Some quoted analysis is a resume of data supplied to McLaren Asset Management by some of the world’s leading investment 
houses and although McLaren Asset Management has given its opinion as to how the data can be interpreted, investment should not be embarked upon without full analysis of the 
risks involved and a careful study of the sales prospectus, where applicable. 
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