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US dollar comes up on the blind side 
     
Largely unnoticed the dollar has gained strength steadily.  It is now at it highest level of the year, up 5% since the lows of May, 
supported by a sell-off in both bonds and equities as quantitative easing (QE) begins its unwinding in the US. 

As investors have returned from Summer holidays, September, which is historically a tough month for equities, has caused a 
spook for those on the long-only equity train. 

Equities have wobbled, falling by 5% as the dominos of the China crackdown on tech, an oil price climbing to above $80 for 
the first time in 3 years, the increasing nervousness of inflation nay stagflation (inflation without economic growth), tapering 
of QE, emerging market interest rate increases (including Brazil raising rates by a full 1%) and of course the age-old ‘wall of 
worry’ that the market bull has run a long way very quickly since March 23rd 2020, have all leaned over.  Throw into this an 
uneasy geopolitical atmosphere in the South-China seas and investors have plenty to give them incentive to back off. 

       US dollar index (DXY) year to date, Source: marketwatch.com  

Yet buy-the-dip predominates because for one thing investors have no place else to go (‘TINA’ - there is no alternative).  For 
another there remain huge amounts of cash waiting to be deployed constructively.  Lastly, corporate earnings, as evidenced by 
US reporting of the last quarter, are exceeding expectations and should continue to expand and offer opportunity. Areas of 
particular investment interest in the short term are financials and energy.  Logistics companies also have room to post healthy 
returns once they manage to recruit sufficient drivers / pilots. 

      Brent Crude UK Continuous Contract (BRN00) one year , Source: marketwatch.com 
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Comparison of the dollar index chart against that of MSCI emerging markets supports the expected inverse correlation.  EM 
countries have an uphill battle in the face of a rising dollar, especially when coupled with rising commodity prices.  The above 
charts can be expected to diverge even further in the near term.  Eight of a basket of 20 EMs have hiked rates of late.  Mexico 
raised rates this month by 0.25% and Colombia now appears to be about to do the same.  All this is set against the backdrop of 
Chinese authorities putting an abrupt stop to monopolistic positioning of certain technology companies and what is deemed to 
be excessive profiteering of after-school private tutoring businesses.  Many investors fear similar abrupt curtailing of business 
activity in other sectors and so are deciding to remove completely or cut back substantially their exposure to China.  This could 
be a mistake.  Granted it’s unnerving but current instability is an opportunity to buy into the long term growth story of China. 

       MSCI Emerging Markets Index, 6 months (Source: ft.com) 

China’s determination to attempt to remove inequality raises a mirror to what is happening to countries in the west which have 
been ravaged by the covid pandemic, specifically the young generation which has seen considerable disruption to its schooling 
and early employment education.  The British government has devoted more than any other European country to helping its 
citizens through covid with their income in tact but like many other countries it is faced with the challenge of ensuring social 
harmony does not turn into social disharmony due to a feeling of being left behind.  The threat of a widely divided society due 
to a growing lack of opportunity is something with which many governments will have a hard time grappling.  Mohammed El 
Erian, formerly CEO of PIMCO and current President of Queen’s College, Cambridge, drew attention to this challenge in an 
interview with Bloomberg last week: https://www.bloomberg.com/news/videos/2021-09-29/mohamed-el-erian-inequality-
creates-next-big-risk-video  Hopefully the UK chancellor will set a lead to thwart inequality by drawing attention and taking 
steps to address this in his budget on October 27th. 

               
          Source: Bloomberg 
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Trust Registration Service (TRS) 

Expansion of the UK's anti-money laundering regime has resulted in an increase in the number of trusts that need to register 
with the Trust Registration Service (TRS). 

Hitherto only trusts that had UK tax to pay had to register on the TRS. However, following the introduction of the Fifth Money 
Laundering Directive (5MLD), many trusts with no UK liabilities, including many life office packaged trusts which hold 
investment bonds as the sole trust asset, will now also need to register. 

The TRS was established as part of the government's anti-money laundering regime, and is the way trustees notify HMRC that 
a trust for which they are responsible has tax to pay.  The TRS must be used to obtain a Unique Taxpayer Reference (UTR) for 
the trust to complete any tax returns. 

The trust register must be completed if a trust has a UK tax liability but this has now been expanded to include certain trusts 
that have no UK tax to pay. 

The registration deadline for taxable trusts typically mirrors the self-assessment deadline of 31 January following the tax year 
in which the tax charge occurred.  The exception to that is where trusts that haven't previously registered for self-assessment 
incur income tax or CGT for the first time.  In these circumstances, the registration deadline is brought forward to 5 October 
following the tax year-end. 

Details of taxable trusts need to be updated every year where the trust has a tax liability.  From 2022 onwards, updates will also 
be required every time ownership data changes - such as a change to the beneficiaries. 

‘Express trusts’ will likely cover the majority of trust plans which clients use for estate planning, for example straight gift 
trusts, loan trusts and discounted gift trusts.  Because the underlying asset in trusts like these is often an investment bond where 
tax can be deferred until the money is withdrawn, these do not usually have income tax, CGT or IHT charges to pay on a 
yearly basis.  However, under the new regime, existing non-taxable trusts like these must now be reported through the TRS 
by 1 September 2022.  Any non-taxable trusts created after 1 September 2022 must be reported within 90 days. 

There are certain exemptions for some express trusts from the reporting requirements: 
• There’s no reporting required where the trust only holds protection policies 
• Will trusts are excluded as an express trust for the first two years from the date of death. If, after two years, the assets in 

the trust have not been paid out, the trust must be registered. However, trustees may still have to register the trust as a 
taxable trust if any tax becomes liable in the meantime. 

• Trusts with a value of £100 or less that were already in existence before 6 October 2020 are excluded. That means existing 
pilot trusts including bypass trusts, are free from reporting until further assets, such as pension death benefits, are added to 
them. 

Registration requirements can vary from trust type to trust type, so it's important that trustees check the specific rules for each. 

All trusts that have to register will need to provide information regarding the people involved in the trust, such as the 
beneficiaries and trustees, while trusts with a UK tax liability will need to provide some extra information, including details on 
the assets held by the trust.  Failure to comply with the registration requirements can incur financial penalties, extending to 
£300 or 5% of a trust's relevant tax liability for registering six months late. 
           (Source: Standard Life) 

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, Energy, Emerging Markets 

Disclosure: 
Nicholas Chappell has the following personal investment exposure: Technology (all US, including fintech) 24%, Energy 17%, China 10%, Asia 8%, Global 
Equity 7%, UK Equity 10%, European equity 7%, US Equity 3%, US smaller companies 1%, Emerging Market equity 8%, Cash 5% 

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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