25

See pages 28-43
For full fund and trust
performance statistics

Nathan Sweeney on
North America

Jarrod Cahn on
Global

(IA) North America: Over three years
3yr % chg

Rank Vol monthly

Fund size (£m)

Top 5
Baillie Gifford American
MS INVF US Growth
T. Rowe Price US Large Cap Gth
MS INVF US Advantage
T. Rowe Price US Blue Chip Eq

104.68
101.95
92.28
86.78
85.26

1
2
3
4
5

5.22
4.75
3.98
3.89
4.05

2,141.55
2,006.35
1,645.23
6,112.03
582.06

36.53
35.27
24.45
22.89
16.17

105
106
107
108
109

3.46
2.88
2.95
3.25
3.36

6.69
3,192.03

3.57

740.73

Bottom 5
Franklin Mutual Shares
AB Select US Equity
MFS Meridian US Equity Income
MFS Meridian US Value
MFS Meridian US Equity Opps
SECTOR AVERAGE

56.99

1,175.95

Performances calculated bid to bid, net income re-invested, GBP to 20/04/19. Source: © 2019 M

We started the year fairly positive
about US equities as we felt markets
had overreacted to concerns about
rate rises, slowing growth, possible
recession and the unknown impact
of shrinking the US Federal Reserve’s
balance sheet, as well as the ongoing
arguments over trade. Swift action
by the Fed in January and stabilised
economic data quickly provided a
more favourable environment.
Given the sharp rebound in
markets throughout the first
quarter of the year, investors are
rightly questioning whether the
recent rally can continue.
What is in store for the US now?
It appears macroeconomic data is
stabilising and is likely to gain some
positive momentum.
Negative sentiment has been
reduced, while the negative impact
of the US government shutdown
and weather-related data prints
from 2018 no longer have an impact
on growth levels.
We are in the midst of the latest
US earnings season, which has
already provided some positive
surprises. The key concerns for
company management have
centred around the impact of trade,
rising rates and a global growth
slowdown on profit margins. Many
of these headwinds no longer
exist, which is likely to change
the outlook and rhetoric. Any
improvement on expectations
should be received positively.
We feel there is still some juice to
be squeezed from this rally and we
may see investors continue to return
to the market. We decided to reduce
our overweight to the US to a neutral
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Bull Points
Earnings likely to exceed the lower
expectations
Stabilised economic data being
supported by action from the Fe

Bear Points
Uncertainty remains over US trade
relations with both China and the EU
Strength of the rally so far this year
suggests markets may struggle to go
much higher

position after the sharp rally in the
first quarter. However,
the market is underpinned by the
recent Fed action and expect the
stimulus in China to have a positive
impact for both domestic and
international equities.
It remains hard to ignore grow
funds in the US given the potent
for high earnings relative to lo
economic growth in the US.
However, there is also the poten
for small cap and value to rally on
the back of any trade deal with
China as this would be likely to
benefit companies based in the U
Nathan Sweeney is senior
investment manager at Architas

Running a global equity fund
means you have the flexibility to
invest all over the world. This has
been fortunate, given the UK equity
market has remained range bound
as we wait in a semi-paralysed state
for a conclusion to Brexit.
On this note, the US equity
markets have been the place to
be, however picking stocks in this
market has also been difficult,
particularly for value investors.
US technology stocks have for
a long time led the market higher,
and those investing in growth
and momentum strategies have
benefitted. Value investors have
for the most part not been able to
participate in this rally, as valuations
of these companies screen poorly.
However, Q4 2018 was slightly
different. World equity markets sold
off heavily, weighed down by the
prospects of aggressive rate rises in
the US and the inability at the time
of President Donald Trump to put
an end to the trade wars with China.
Interestingly, the tech sector,
which had for so long led the
market higher, was starting to
unwind as two of its bellwethers
came under pressure. Apple, a
favourite of many, started seeing
some downgrades as the effects of
the trade war were impacting sales
of its iPhone, particularly in Asia.
We saw the stock drop from a level
of $230 to about $150.
Likewise, Facebook, which had
come under fire for its association
with Cambridge Analytica, and
its lack of protection around
customer data continued its slump
from its highs in August of $217

Bull Points
Being able to buy stocks on a global
basis means that we can invest in
markets where the fundamentals and
valuations are most compelling
Q4 offered a rare opportunity to
buy quality technology stocks at
compelling valuations

Bear Points
UK equity market remains range
bound, awaiting a resolution to Brexit
Valuations in the US are looking a little
stretched at the moment
to as low as $130, as the market
worried about potential regulation,
fines and the long-term prospects
of its business model.
It is not often that opportunities
like this arise, but for the first time in
a long time, the valuations of these
companies were just too compelling.
And while the herd was selling, we
took the opportunity to buy. So
far, we have been well vindicated,
as these stocks have rallied hard
from their lows, comfortably
outperforming the index.
Short-term mispricing in quality
names does not happen often, but
when it does, you need to have the
conviction to make the investment.
Jarrod Cahn is manager of the Credo
Global Equity fund

(IA) Global Equity Income: Over three years
3yr % chg

Rank Vol monthly

Fund size (£m)

Morningstar ratingTM

Top 5
Schroder Global Equity Income
Merian Global Eq Inc
JPM Global Equity Income
Kempen (Lux) Global High Dividend
Baillie Gifford Global Inc Growth

48.48
47.25
45.90
45.41
45.20

1
2
3
4
5

2.93
3.13
2.90
2.87
2.76

330.05
134.79
80.76
278.33
525.87

29.75
29.02
26.90
25.75
18.52

31
32
33
34
35

2.49
2.88
3.53
2.20
2.56

115.35
28.05
68.21
87.50
4.16

2.90

340.31

QQQQ
QQQQQ
QQQQ
QQQQ
QQQQQ

Bottom 5
Sarasin Global Dividend Stg Hdg
Legg Mason IF CB Glbl Eq Inc
Premier Global Infrastructure Inc
Sarasin Global Higher Div Stg Hdg
AB Global Equity Inc
SECTOR AVERAGE

36.63

QQ

Performances calculated bid to bid, net income re-invested, GBP to 20/04/19. Source: © 2019 Morningstar.
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