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In the UK, the election of a Conservative government with a 
substantial majority and clear Brexit mandate confi rmed the 
country has voted for dramatic change and provided much 
needed clarity regarding the future of Britain’s relationship 
with the EU. The withdrawal agreement bill penned over the 
autumn will return to parliament and the UK will be leaving 
the European Union at the end of January 2020, with trade 
talks on the future relationship set to begin thereafter. 

The size of Boris Johnson’s majority saw the Conservative 
party breaking through the ’Red wall’, taking seats in the 
Midlands and traditional Labour heartlands across northern 
England and Wales. Now more provincial, and seemingly 
more attractive to the ‘working class’ voter, the party will 
need to deliver on its “one nation” rhetoric after promising 
a marked increase in public spending and government 
investment to all corners of the UK. 
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Geopolitics remained front and centre of investors’ minds 
over the quarter, as negotiations between the US and China 
resulted in both sides confirming an initial “phase one” 
trade deal had been reached. News of the deal came days 
before the US were due to impose a new tranche of tariffs 
targeting $160bn worth of Chinese consumer goods, which 
would have no doubt escalated tensions further. Instead, US 
President Trump took to his Twitter account to announce 
his “very large phase one deal”, confirming the new round 
of proposed tariffs had been suspended and previously 
set tariffs at a rate of 15% would be halved, in exchange 
for Chinese commitments to buy US agricultural products 
and other concessions surrounding energy, manufactured 
goods and technology. As we enter election year in the US, 
we expect this story to develop and continue to dominate 
investor sentiment. 

In the US, the earnings season came to a close with S&P500 
companies reporting broadly flat results relative to the third 
quarter of 2018. In an attempt to shield the US economy 
from the impact of a global slowdown and trade wars, the 
Federal Reserve remained supportive of growth through an 
interest rate cut and, encouragingly, there has been a slight 
improvement in business sentiment and housing data since. 
Growing optimism around the trade deal, combined with 

a pickup in economic activity trickled through to positive 
returns in equity markets with the S&P500 rising +10%* since 
the start of October. 

Easing trade tensions and the prospect of at least a partial 
deal between China and the US has been good news for 
export-driven economies in Europe, particularly Germany. 
Business activity and eurozone consumer confidence has 
been on the rise according to recent surveys and investors 
welcomed an improvement to German manufacturing data 
and a third-quarter GDP reading which confirmed Europe’s 
exporting capital had narrowly avoided a recession. European 
equities (ex-UK) added +7.5%* as measured by the Euro 
STOXX 50 index.

Emerging markets decelerated over the quarter, dragged 
lower by slowing growth in China and the ongoing protests in 
Hong Kong. The recovery in trade for many export exposed 
countries will depend largely on the outcome of any further tariff 
negotiations between the US and China but, in the meantime, 
the synchronised easing of monetary policy coupled with 
government action will play a key role in stimulating growth 
across the region. Valuation wise, emerging market equities 
trade below their historic averages and continue to offer a 
significant discount relative to the developed world.
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International Equity

In the run up to the vote, prices of London-listed shares were 
volatile, and the domestic currency seesawed amidst media 
speculation and election poll forecasts.  The market’s reaction 
to the Conservative majority was however overwhelmingly 
positive; Sterling soared and held big gains against its US and 
EU counterparts and UK stocks across the entire market cap 
spectrum received a significant boost. The most commonly 
watched FTSE100 index gained +1.1% and the FTSE250, 
which is comprised of more domestically focused names in 
banking, housebuilders, retailers and utilities, raced ahead to 

post fresh record highs, eventually closing up by some +3.5%. 

Having lagged other developed markets for a period of three 
and a half years, a resolution of the Brexit stalemate may 
serve as a catalyst for UK stocks to move higher and close 
the ’Brexit discount’ valuation gap against global peers. 
Indeed, the immediate market reaction would suggest the 
UK stockmarket has become investable again for global 
investors who have shied away in recent years owing to the 
high levels of political uncertainty.
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In UK commercial property markets, Brexit continued to weigh on business 
confidence with average prime yields softening, driven by the continued 
structural decline of high street and shopping centre retail. The removal 
of some political uncertainty following the general election result might 
lead to a pickup in corporate sentiment moving forwards and early signs 
indicate improving corporate activity in terms of acquisitions. Higher deal 
volumes are expected next year, particularly in the office and logistics 
markets, as overseas institutional investors that have been deterred by 
Brexit uncertainty look to re-enter the market. There is also an expectation 
that prime retail values could begin to bottom out as opportunistic investors 
look to snap up some assets at competitive prices. 

As we move into a new decade for investment markets, we are cautiously 
optimistic over the prospects for global growth after a thaw in the US-
China trade war impasse. Against a backdrop of muted inflation, we expect 
‘lower for longer’ interest rates and easy monetary conditions to assist 
in extending one of the longest ever periods of expansion. As ever, we 
are positioned in a diversified manner to protect investors capital through 
weaker periods and we have confidence in generating attractive returns 
over the medium-to-long term.

*Performance figures cover the period 1st October 2019 – 31st December 2019

Commercial Property

Outlook

Robust buying from the central banks, a 
weakening of the US dollar and political 
tensions combined to fuel further gains 
in the price of gold which closed out 
the fourth quarter at $1,523.10 per 
ounce. Elsewhere in markets, Saudi 
Aramco, the state-owned Saudi 
Arabian oil company responsible for 
producing more than a tenth of global 
supply, raised $25.6bn in a record 
breaking initial public offering (IPO). 
Aramco relied on domestic and regional 
investors to sell a 1.5% stake and, with 
a valuation just shy of $2tn following the 
raise, the energy giant instantly became 
the largest public company in the world. 
The price of oil per barrel moved higher 
after the OPEC (Organisation of the 
Petroleum Exporting Countries) alliance 
and Russia agreed production cuts in 
an effort to combat the impact of rising 
US shale supplies. New production from 
non-OPEC members, falling Chinese 
demand and increasing public interest 
in climate change have led to growing 
concerns over a glut of supply in 2020.

Alternatives

Global bond markets have reflected 
the improved sentiment towards riskier 
assets, with government bond yields 
rising (i.e. prices falling) and corporate 
bonds outperforming. US housing and 
industrial data was broadly positive and 
this saw the US 10-year Treasury yield 
move off September lows and back 
towards 2%. 

10-year UK Government bond yields 
spiked to a 5-month high of 0.88% 
following the resounding election win 
for Britain’s Conservative party. They 
did, however, fail to move materially 
higher as investors thoughts turned to 
the promised fiscal spending and further 
disruption in 2020 amid what is likely 
to be a difficult process of securing a 
trade deal with the EU against a tight 
timetable. In light of easing Brexit 
uncertainty, yields across the Eurozone 
also trended higher and the former 
director for the International Monetary 
Fund (IMF), Christine Lagarde, took over 
as president of the European Central 
Bank (ECB), using her first major speech 
to encourage governments to boost 
fiscal spending to offset weak demand 
seen across the eurozone.  

Fixed Interest



A year in numbers

December 2019 – Q4 Market Overview

December 2019 – Q4 Market Overview

December 2019 – Q4 Market Overview

December 2019 – Q4 Market Overview

UK Consumer Prices Index (CPI)

FTSE 100 Index S&P 500 Index

Cave&Sons
Stockbroking & Investments Since 1906

Head Offi ce Lockgates House, Rushmills, Northampton  NN4 7YB
Tel: 01604 621 421    Fax: 01604 234 335 
Email: info@caves.co.uk    Website: www.caves.co.uk

Cave & Sons is authorised and regulated by the Financial Conduct Authority. FCA Number 143715. 

UK Gross Domestic Product


