
______________________________________________________________________________ 
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                                  US election and Covid issues predominate

So, will it be ‘divide and conquer’ Trump or ‘another empty seat at the kitchen table’ Biden? 

Incredibly, Biden is guaranteeing that “nobody earning less than $400,000 will pay a penny more in taxes” if he gets elected.  That only 1.8% 
of the American population will pay higher taxes seems a very high bar for promises of that kind amid a pandemic and for a country which 
has total debt of nearly $30 trillion.  Actually, it seems like a promise which is bound to be broken. 

The election this year is more toxic than ever.  People are concerned for their safety if they are outspoken on their preference.  Civil, healthy 
debate and discussion isn’t possible, and one wonders whether the increased voting already prevalent via ‘mail-in ballots’ from the18-29 age 
group is not indicative of an upcoming Biden victory - a demand from the younger generation that Trump’s style of insult and belittlement 
must now end. 

The follow up question is then when will the outcome be finalised?  Dan Mahaffee of the Centre for the Study of the Presidency & Congress 
and Les Munson of the international BGR Group both debated their thoughts last week on Michael Farr’s “FarrCast’ podcast on when they 
felt the next president would be confirmed.   Despite the fact Biden has been well ahead of Trump in the polls for the last year, Trump could, 
as he did against Clinton in the last election, still hole a 40 footer on the last green and see Biden miss a four footer to lose.  In that event, the 
event will be over by Wednesday evening.  If Biden looks to have won, Munson feels the result could be in dispute until December. 

The uncertainty over the US election outcome and what it will mean for American business, together with renewed shutdowns across Europe 
from the virus, has markets the world over very nervous.  Similar to the start of the financial crisis in 2008, all assets have sold off, including 
gold, as investors look to increase cash positions and the dollar gets a momentary safe haven bid before the next US administration launches 
another stimulus package.  As in March, the sell-off presents opportunity to restructure, pick up exposure to areas previously neglected and 
increase positions where prices have become much cheaper. 

Where the US equity market is still expensive, now it is less so.  Where Europe and the UK were already cheap and neglected, now they are 
more so.  Markets could fall much further, depending on the outlook for a return to something approaching normal life but if a vaccine 
unfolds, equities will rise as investors look through to a world beyond the pandemic.  Dr Anthony Fauci, the physician and immunologist 
acting as senior advisor on the corona virus to the Trump administration, anticipates a vaccine will be available in January but a roll out 
across the world would take a further 18 months. 

The holiday cruise industry is one sector which has been hard hit by the virus, and Carnival, which is listed on the London and New York 
stock exchanges, has taken the decision to reduce its fleet and ongoing maintenance costs by selling ships to scrap via specialist ship 
breaking yards.  Steel is the main component of a cruise ship, though less so in the modern ships as lighter materials are increasingly used.  
Carnival shares are down 72% over the last 12 months but they pay a dividend, for the time bing at least, of 14%.  The US Centre for Disease 
Control and Prevention last week gave permission for cruise ships to resume sailing in US waters and enter US ports in coming months. 

As in the cruise sector, so go the airlines.  Easyjet’s debt position is forecast to top £1 bn this year and it will be the first time the airline has 
made a loss in its 25 year history.  It has taken a £608 million loan from the UK government and embarked on a sale and leaseback of its 
aircraft.  The company doesn’t pay a dividend and before the announced one month shutdown by Boris Johnson yesterday, easyJet said it 
expected to fly just 25% of its usual schedule this quarter.  Its shares are down 64% over the last year. 

These two tragedies are in stark contrast to the technology sector’s success stories written by the likes of Docusign, up 179% over the last 
year, Square, the small business payments system up 152% over the last year, and say Plug Power, the hydrogen fuel cell development 
company, up 428% over the last year.  There are of course many others boasting similar 12 month returns.  Stay-at-home technology 
facilitating business, retail, fitness, entertainment is thriving, as is anything to do with a positive short and long term impact on the 
environment, such as hydrogen fuel, solar energy, electric transport. 

Those with cash now have an opportunity to release it for long term investment, especially those with their own business.  If they have cash 
on the company balance sheet, they have the chance to make company pension contributions to shareholders, save corporation tax, enter 
areas in which hitherto they are underinvested and diversify into sectors with strong growth potential, including Asia which appears to be on 
its way out of the corona virus pandemic. 

Taiwan has just celebrated 200 days without a locally transmitted corona virus infection.  While Australia, with a similar sized population has 
seen a steady rise in virus cases, Taiwan is apparently unaffected due to a strict and effective track and tracing of people who visit the country 
from outside. 

Daily new corona virus cases in Asia have fallen all the time that cases in the US and Europe have been rising.  Chinese tech stocks have 
been as successful for investors as those of the US over the last six months if not more so.  According to Jian She Cortesi of GAM in an 
interview with Bloomberg, the latest economic data from China shows strong growth in manufacturing and consumer spending.  China has 
strong designs on being a “technology powerhouse” and its current economic recovery should lift the entire Asia region. 
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    Silver, front month futures, one month 5th to 30th October (Source: ft.com) 
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Favoured investment plays: 
Nil risk:                          
Cautious risk:                  Cash 
Balanced risk:          Managed / Multi-asset funds 
Market risk:          Multi-asset funds, UK equity 
Adventurous risk:            Asia, Europe, Japan, US equity,  
Speculative risk:              Technology, Healthcare, ESG, Precious metals, Emerging Markets  

Disclosure:   
Nicholas Chappell has the following personal investment exposure: Technology (all US) 26%, China 6%, Asia 12%, Global Equity 35%, 
Pharmaceutical 1%, European equity 3%, US Equity 1%, US smaller companies 1%, Emerging Market equity 6%, New Energy 3%, Silver 
4%, Cash 2% 

(Unchanged from October) 

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 Wealth Management by some of the world’s leading investment houses and although McLaren 
Wealth 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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