
 

 

1 From time to time, the fund uses FTSE 100 equity futures to protect the value of the fund. When the hedge is applied, net equity exposure is reduced, and the capital should be 

largely protected. 
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PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS        Source: Morningstar 

After spending the last couple of months going nowhere, it appears, at least for now, that the market has 

decided to end its doldrums by going down rather than up. For the month, the UK equity market was down 

over 4% while our fund was up slightly.  

A few things seem to be going on. Most importantly it seems, sadly, that the virus is not going away. In the US 

it is hard to even characterise the current situation as a second wave, it looks more like a continuation of the 

first. For the UK, and for Continental Europe, we seem to be fighting fires quite successfully but autumn and 

winter, traditional flu season, is not so far around the corner. At the same time some of the momentum in both 

real economy and stock market stimulus is starting to fade. The rate of money supply growth in the US has 

fallen notably, while the overall central bank balance sheet is now actually declining. This has taken at least 

some of the wind out of the market’s sails. In the UK, the end of the furlough scheme is in sight. It is possible, 

likely even, that these sorts of programmes will be extended but first, we may get to see what the underlying 

picture.  

We remained fully hedged1 for the month. This is a little unusual for us but the world and markets in our view 

are particularly unusual. From a longer-term perspective valuation are not especially low and uncertainty is 

high. Hong Kong and China, the US and China, and waves of social unrest and protest around the world 

appear to have signalled that something has changed. These geopolitical events have a habit of being ignored 
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Total Return -1.71% -0.24% * 0.98% 0.95% 2.07% -1.71% 2.09% -12.36% * 0.68% -0.48% -0.51% 0.36%
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by investors for long periods, but this can change very quickly. We are also approaching the US Presidential 

election. Anything can happen of course, but this campaign is likely to be even more bitterly fought than the 

last one. President Trump is well behind in the polls and just the uncertainty surrounding a potential change of 

President is probably enough to unsettle markets. One of the most substantial supporting factors for US equity 

markets has been the astounding run of company share buy backs. A new administration, if it happens, may 

well choose to take a less favourable view on buy backs, and, if this occurs, one of the more important planks 

supporting the market may fall away.  

Despite the huge significance of the virus we cannot help wondering if, from a market perspective, that 

something potentially even larger is going on. With the virus consuming all attention it is hard to take a wider 

view. However, in the corner of our minds we cannot help wondering if the steady decline in interest rates and 

the relentless rise in central bank support that has been going on since at least the 1980s has now reached 

its zenith. This is long wave stuff indeed! Looking back from the future to recent events it may, one day seem 

as if it was the virus itself that created the peak, and final surge in central bank support and perceived 

omnipotence.  

Over the last forty years interest rates have fallen from double digit levels down to essentially nothing and 

central bank money printing, which seemed like an oddity from the 1930s or post bubble Japan, is now huge 

and everywhere. The consistent fall in interest rates over the last forty years has been a powerful positive force 

for investors. If we are at an inflection point, or at least at a peak, then this will be deeply significant. It will 

make the next forty years quite different to the past and is likely to have longer lasting effects than the virus 

itself. The fall in interest rates we have seen has been accompanied, unsurprisingly, by a steady rise in debt 

levels. This long wave movement from a low debt and high interest rate world to a low rates and high level of 

debt world is sometimes called the interest rate or debt super cycle. If the amounts of debt in society cannot 

be pushed up any further, then real economic momentum will be lost. 

In some ways, and with the benefit of hindsight, the most ideal time for a long-term equity investor to invest 

would be at the start of a debt super cycle, when few people have debt, and all the spending and business 

investment benefits of decades of leveraging up would be ahead. Sadly, we are currently, quite possibly at the 

wrong end of this cycle, and it will have been the central bank response to the corona virus that created the 

peak and end of what has been a fantastic four decades for many asset prices.  

Coming back to today, while we are still hedged, there are a few things going on that are starting to make us 

think that a buy signal may be closer than it has been for a while. Sentiment has fallen to low levels and 

certainly to levels that have been associated with market lows in the past. Also, as every day passes, we are 

probably getting closer to a working vaccine.  

A curious aspect to the stock market this year is that despite the huge events that have taken place the stock 

market has been broadly following its traditional ‘seasonal’ patterns. The market was strong at the end of last 

year and in the first few months of the year. Then this summer the market has fallen into a traditional patch of 

summer doldrums and then as autumn has loomed the market has been relatively weak. If this ‘normal’ 

seasonal pattern is maintained, then a sensible opportunity to buy may present itself in late autumn ahead of 

a traditional end of year rally. We will see of course; we will stick to our processes and will proceed with caution. 

As always, we will do everything we can to try and navigate the changing world we find ourselves in and as 

always would like to thank everyone for their support. 
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AstraZeneca  6.9%

Rio Tinto 4.0%

BP 4.0%

HSBC 3.7%

Diageo 3.4%

Royal Dutch Shell 'A' 3.3%

BATS 2.8%

Unilever 2.7%

Reckitt Benckiser 2.5%

National Grid 2.3%

BHP Group 2.1%

GSK 2.0%

Prudential  1.8%

Ferguson 1.8%

Relx 1.8%

http://www.woodhillam.co.uk/


  

Disclaimer 

The information in this Report is presented by WoodHill using all reasonable skill, care and diligence and has been obtained from 

or is based on third party sources believed to be reliable but is not guaranteed as to its accuracy, completeness or timeliness, nor 

is it a complete statement or summary of any securities, markets or developments referred to. The information within this Report 

should not be regarded by recipients as a substitute for the exercise of their own judgement.  

The information in this Report has no regard to the specific investment objectives, financial situation or particular needs of any 

specific recipient and is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy 

or sell any securities or related financial instruments. In the absence of detailed information about you, your circumstances or your 

investment portfolio, the information does not in any way constitute investment advice. If you have any doubt about any of the 

information presented, please consult your stockbroker, accountant, bank manager or other independent financial advisor. 

Value of investments can fall as well as rise and you may not get back the amount you have invested. Income from an investment 

may fluctuate in money terms. If the investment involves exposure to a currency other than that in which acquisitions of the 

investments are invited, changes in the rates of exchange may cause the value of the investment to go up or down. Past 

performance is not necessarily a guide to future performance. 

Any opinions expressed in this Report are subject to change without notice and WoodHill is not under any obligation to update or 

keep current the information contained herein. Sources for all tables and graphs herein are WoodHill unless otherwise indicated. 

The information provided is "as is" without any express or implied warranty of any kind including warranties of merchantabili ty, 

non‐infringement of intellectual property, or fitness for any purpose.  

Because some jurisdictions prohibit the exclusion or limitation of liability for consequential or incidental damages, the above 

limitation may not apply to you. Users are therefore warned not to rely exclusively on the comments or conclusions within the 

Report but to carry out their own due diligence before making their own decisions. 

Unless otherwise stated Equity Market price indices used within this publication are sourced or derived from data supplied by 

MSCI Inc. 2020. 

WoodHill Asset Management LLP and its affiliated companies, employees and appointed representatives of WoodHill Asset 

Management LLP and its affiliated companies, or individuals connected to them, may have or have had interests of long or short 

positions in, and may at any time make purchases and/or sales as principal or agent in, the relevant securities or related financial 

instruments discussed in this Report. 

No part of this report may be reproduced or distributed in any manner without the written permission of WoodHill Asset 

Management LLP. 

 

Authorised and regulated by the Financial Conduct Authority (FCA), registration number 649832. 

This status can be checked with the FCA on 0800 111 6768, or on the FCA website. 

Registered in England No: OC389733. 

 

If you do not wish to receive any further emails from us, please reply "Unsubscribe" in the subject line. 


