
 

 

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: VTIM 

In September our fund was down very slightly (inc. dividend) compared to the overall UK market, which was 

down around 1.7%. We were hedged for much of the month but did take our hedge1 off in the second half of 

September. The market had been going sideways for quite a long time and had shaken off its previously 

overbought condition. In addition to this we had been curious that China was acting so slowly to respond to its 

troubled economy, and felt that after the US cut interest rates, that this was opening the door to the Chinese 

action. This is what happened, and it is important for the UK equity market.  

It is a well-known fact that the UK stock market is dominated by commodity producers (oils and miners) and 

banking giant, HSBC. Outside of China and Hong Kong itself, the UK market is probably the most direct 

beneficiary of the current Chinese stimulus campaign of any stock market in the world. On top of this the Bank 

of England (along with the European Central Bank and the US Federal Reserve) are likely to be cutting interest 

rates in the months ahead. This should be quite positive – at least in the near term. 

While some significant and historically meaningful indicators (such as Western bond yield curves and the 

Sahm* recession rule) are strongly hinting that a recession is imminent, it may take a little longer to arrive than 

expected. There are two reasons for this.  

1 month 6 month 1 year 3 year 5 year Inception

Total return -0.2% 1.5% 8.0% 26.0% 25.5% 27.4%
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In the US the budget deficit (ahead of the November election) is currently annualizing at around 8% of GDP. 

While this is a shocking number and points to something deeply negative further down the line, in the shorter 

term this huge fiscal stimulus is likely to support the US and Western economies. At the same time in Europe 

there seems to be no rush to get spending under control. France is now openly talking about targeting a 3% 

budget deficit (as required by the Maastricht rules) in 2029! In essence no one is talking about fiscal tightening 

and balancing budgets.  

The other factor is the Chinese stimulus. We had for a while been concerned that China was falling into a 

recession and that it was perhaps following the example of Japan in the early 1990s.  We were concerned that 

China was falling from boom conditions into a deflationary slump. While the Chinese problems surrounding 

property may not be solved quickly, or even at all, by the current stimulus, at least in the near term there is 

some support in place. The chance of China dragging the rest of the world into recession has retreated. 

So, what could go wrong? Obviously, the current events in the Middle East are concerning. It is also quite 

possible that the Chinese attempt to reflate their economy will fail from a longer-term perspective. On top of 

this the world is not so far away from the US Presidential election. We do not want to make any comments 

about who is better or worse between the two candidates. However, it is our impression that the stock market 

believes that Trump will be good for equities and that Trump will win. To us, looking at the odds embedded in 

the US market, this implies that if Trump does not win, that the market reaction could be notably negative. 

Also, we find this current election to be an unusual one. Both candidates are promoting economic policies that 

have been shown to have been failures in the past. Trump’s potential tariff campaign looks as if it would mean 

higher prices for goods and a decline in global trade. We also think that it is very unlikely that whatever tariff 

is deployed, the US will soon be getting into the business of electronics assembly or making cheap shoes and 

toys. It is arguable that the Smoot-Hawley Tarriff Act of 1930 (USA) made the Great Depression worse and 

longer lasting than it might otherwise have been.  

On the other side of the political divide Harris appears to be promoting price controls, which is likely, from our 

perspective, to lead to a decline in supply, shortages and ultimately higher prices. It is remarkable that in the 

‘Land of the Free’ that both candidates are promoting highly economically interventionist policies. In addition, 

neither of them seem to want to think about controlling America’s run-away budget deficit and national debt. 

Despite all the heat and noise, it is quite possible that from a market perspective, neither candidate will turn 

out to have been a good choice.  

We are currently living in dramatic times, and we will continue to do all we can to grow and protect investors’ 

capital. Thank you for your on-going support. 

 

*https://fred.stlouisfed.org/series/SAHMREALTIME 
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AstraZeneca PLC 7.0%

Shell plc 6.2%

HSBC Holdings PLC 5.7%

BAE Systems PLC 3.3%

Relx PLC 3.1%

National Grid PLC 2.9%

Compass Group PLC 2.8%

Rio Tinto PLC 2.8%

BP PLC 2.8%

3i Group PLC 2.8%

GSK plc 2.4%

Diageo PLC 2.3%

Unilever PLC 2.3%

British American Tobacco PLC 2.3%

Lloyds Banking Group PLC 1.8%

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

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. 


