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Travelling and arriving    
July was a month dominated by the run up to a meeting of 
the US Federal Reserve at which it was expected that the 
first interest rate cut in a decade would be delivered. After 
counselling investors that an ‘’ounce of prevention is better 
than a pound of cure’’ the Chairman of the Fed, Jerome 
Powell, duly delivered a 0.25% cut in US interest rates at 
month end, supposedly giving markets exactly what they 
wanted. 

Unfortunately, investment life is rarely so simple and by 
underlining that this move should be seen as a ‘mid-cycle 
adjustment’ rather than the start of something more 
aggressive, he ended up disappointing investors who had 
been expecting something more substantial, especially in 
terms of future guidance. 

As a result, the summer party that had been underway in 
markets since the end of May began to fizzle out rapidly 
by the end of July, despite the background presence of a 
decent earnings season and an alleged ‘truce’ in the US-
Sino trade wars.

Signal versus noise
For much of the last year the twin issues of US interest 
rate and trade policy have been the factors which have 
dominated global market sentiment and market moves. 
Bond markets have reacted mechanically to the prospect 
of falling interest rates and the resulting record low yields 
have continued to push investors into riskier assets in 
search of higher returns. 

Riskier assets are in turn more sensitive to the prospects 
for economic growth and so tend to react quickly to the 
ebb and flow of news on trade relations between the 
planets two biggest economies. Given the rapid changes 
in position by the key actors in each of these areas, it is 
no surprise that investor expectations and market price 
movements often overshoot – both to the upside and the 
downside.  

"Your portfolios are kept properly 
diversified and liquid"

The summer of 2019 looks like it is shaping up to be a 
period during which a wide range of overshoots will start 
to correct downwards from high starting points. Essentially 
this is because monetary policy on its own is simply not 
able to deal with the ‘event risk’ of a China-US trade war 
and a possible messy Brexit on top. 

Solid year to date returns will probably be tested again, 
just as they were in May, and undoubtedly the thin 
trading volumes of summer will act to exaggerate price 
movements. 

We prepare for these periods – which we know will come 
but aren’t exactly sure when – by ensuring your portfolios 
are kept properly diversified and liquid. From experience, 
these structural features help us to not only remain 
calm and clear sighted but also to take advantage of 
opportunities as they arise. 
 
 

"July was another broadly solid month 
with portfolios returning between +0.8% 
and +1.6%"

Portfolio performance
July was another broadly solid month with portfolios 
returning between +0.8% and +1.6%. The pattern of returns 
was similar to June in that most equity and bond managers 
performed strongly given the tailwind from central bank 
policies for most of the month. Exceptions were in those 
areas with specific local issues such as the UK, where 
small and mid-cap equity exposures continued to struggle 
with Brexit related issues. 

Macro managers who invest and trade in global foreign 
exchange and interest rate markets also found it difficult 
to keep up with the rapid gyrations in market pricing of 
interest rate expectations. Gold had a quiet month but 
remains the stand out performer in the quarter so far.

 
July monthly portfolio summary
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Equities Negative Neutral Positive
UK Equities •
European Equities •
US Equities •
Japanese Equities •
Asian/EM Equities •
Equity Market Neutral •
Equity Hedged Strategies •
Private Equity •

Fixed Income Negative Neutral Positive
Gilts •
Investment Grade Bonds •
High Yield Bonds •
Fixed Income Strategy •

Other Alternatives Negative Neutral Positive
Global Macro Trading •
Commodities •
Real Estate •

Important Information:
This publication is communicated by Saltus Partners LLP (“Saltus”).  Nothing herein constitutes an offer or the solicitation of an offer or advice and is for information 
purposes only and should not be relied upon by Retail investors and persons of any other description. This publication has been prepared using information believed to 
be accurate at the time of communication. It may not be relied upon and should not be used for the purposes of making any investment decision. Whilst Saltus uses all 
reasonable efforts to ensure that the information is accurate and up to date, no representations or warranties are given as to the reliability, accuracy or completeness 
of the information in this update. Saltus does not accept any liability for any loss or damage which may arise directly or indirectly from any use or reliance on such 
information. This publication is confidential and must not be distributed, in whole or in part, to any third party. Investments and or investment strategies mentioned in 
this update may not be suitable or appropriate for all recipients.

Investments do not guarantee a return and the value and the income from them can fall as well as rise, may also be dependent upon foreign exchange movements and 
be in relatively illiquid markets or instruments. Information on past performance, where given, is not necessarily a guide to future performance.
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