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Independence Day? 
In the build up to the FOMC meeting last week, President Trump had been beseeching Federal Reserve Chair Powell to cut 

rates and cut big, and ideally restart QE. Ultimately, Powell cut rates by 0.25% - the minimum he could get away with.  

The press conference following the cut saw Powell address, on multiple occasions, the deteriorating trade (war) situation. A 

situation that had deteriorated just that morning as trade talks were abruptly adjourned; cynics could suggest that this took 

place to apply pressure on Powell to reduce rates further. This failed, however Trump had another card to play, and on 

Thursday announced new tariffs, sending equity markets and yields swiftly downward which, in turn, applies yet more 

pressure on the Fed.  

In a nutshell, Powell has strongly intermated that they will act if the trade war intensifies, so Trump’s response has been to 

intensify it. Whether or not Trump really believes “trade wars are good and easy to win” is not the most important point 

here. He thinks he has found a way to basically control interest rate policy. The Fed will claim independence based on data 

and outlook, so Trump has given them a weaker outlook. What he will not acknowledge is how much damage is being done 

to both US and global GDP, and there is more to an economy than interest rate policy. We have said numerous times that 

Trump’s pressure on the Fed will be unrelenting until the next election. We expect he is just warming up. 

 

 

 

 

 

 

 

 

 

War, what is it good for absolutely nothing? 
Currency wars continue to be in focus as countries attempt to manipulate their currency to achieve a competitive 

advantage. If, as Eric Morecambe said, “they are all at it”, then not only is such a war no good in absolute terms but it 

doesn’t work in relative terms either. In the UK we know very well how to devalue a currency, just leave (or try to leave) a 

major trading block with only a sketchy plan of what comes next. The difference in UK investment returns in July was once 

again considerably influenced by falls in Sterling. As the chart below shows, without the currency effect you would have 

made nothing in global equities, and the return profile in first couple of days of August is even more extreme. 
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MSCI World in Sterling and Dollars  

 

 

 

 

 

 

 

 

“Three dice cee-lo, three card monte” 
As opposed to equities which have masochistic preference for bad economic news, bonds seem to go higher (yields 

plummeting) on an almost daily basis. Through a bizarre example of the greater fool theory, bond traders feel that, even with 

negative yields, they can sell to somebody even more foolish tomorrow and at an even deeper negative yield.  

 

When we suggested US 10-year yields could go to zero, it was an extremely contrarian position. This is no longer the case 

and whilst many more are calling for a 1% floor in the cycle, it is the same people who made the case for a 2% floor. Every 

sovereign bond in Germany is now negative out to 30 years. Many economists who have no connection to central banks 

believe that the sovereign bond market is effectively broken. Why would anybody buy a German 10 Year Bund and pay the 

German government 0.5% each for the privilege? It’s like the three-card monte street game, only crazier. In theory, it looks 

possible to win at three-card monte, but governments and central banks around the world are telling you up front that you 

will lose money - the street guys aren’t quite so kind.  

 

In the last few weeks we have had several update meetings with our bond managers. The spread of corporate bonds over 

sovereigns is in some cases paper thin but sovereigns are paying next to nothing at best. As an example, Chris Bowie at 

TwentyFour is now the most defensively positioned he has been in his career, the shortest duration and the highest credit 

quality. What is of ongoing concern is that nobody without a vested interest outside of central banks seems to know how 

bond yields can recover. So, within IBOSS, and just like Chris at TwentyFour, we remain defensively positioned. We are using 

our property and infrastructure holdings which are benefitting from the global yield carnage.  

 

 

 

 

 

 

 

 

 



  MONTHLY PERFORMANCE UPDATE 
AUGUST 2019 

 

THIS DOCUMENT IS INTENDED FOR THE 
USE OF PROFESSIONAL FINANCIAL 

ADVISERS ONLY 

 
IL 43.8.19  

 

IAM 82.8.19  

 

 

 

 

 

 

 

IMPORTANT INFORMATION 
IMPORTANT INFORMATION  

This communication is issued by IBOSS Limited who is a non-regulated organisation. Registered Office: 2 Sceptre House, 

Hornbeam Square North, Harrogate, HG2 8PB. Registered in England No: 6427223. 

This communication is designed for Professional Financial Advisers only and not approved for direct marketing with individual 

clients. It does not purport to be all-inclusive or contain all of the information which a proposed investor may require in order 

to make a decision as to whether to invest in the Fund. Nothing in this document constitutes a recommendation suitable or 

appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. It is the 

responsibility of the Financial Adviser to ensure that they are satisfied with the research undertaken by IBOSS Limited in 

relation to the investments contained within each Model Portfolio which research shall be provided to the IFA, upon written 

request from the Financial Adviser. IBOSS does not warrant that information provided will be error-free. Past performance is 

not a reliable indicator of future results. The value of investments may go down as well as up and an investor may not get back 

the amount invested. Data is provided by Financial Express (FE). Care has been taken to ensure that the information is correct 

but FE neither warrants, represents nor guarantees the contents of the information, nor does it accept any responsibility for 

errors, inaccuracies, omissions or any inconsistencies herein. FE data should only be given to retail clients if the IFA firm has 

the relevant licence with FE.  

IBOSS 01/08/2018. 
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DISCLAIMER 
This document is intended for the use of professional financial advisers only and nothing in this document is intended to be 
financial advice. Some of the information in this document is based on our own views and opinions, which are subject to 
change without prior notice. 
 
Past Performance is no guarantee of future performance. 'The performance of the IBOSS Model Portfolios is not a guide to the 

potential performance of the Margetts IBOSS OEIC. The value of an investment and the income from it can fall as well as rise 

and investors may get back less than they invested. Quoted yields are based on the 12 months distributions by the funds in 

the portfolios and are not guaranteed. Future distributions may differ and will be subject to market factors. Risk factors should 

be taken into account and understood including (but not limited to) currency movements, market risk, liquidity risk, 

concentration risk, lack of certainty risk, inflation risk, performance risk, local market risk and credit risk. Investors should 

ensure that they have read and understood the Non UCITS Retail Scheme Key Investor Information Document and 

Supplementary Information Document, which contain important information. A copy of these documents will be available on 

the website or on request from Margetts Fund Management from launch. This communication is designed for Professional 

Financial Advisers only and not approved for direct marketing with individual clients. It does not purport to be all-inclusive or 

contain all of the information which a proposed investor may require in order to make a decision as to whether to invest in 

the Fund. Nothing in this document constitutes a recommendation suitable or appropriate to a recipient’s individual 

circumstances or otherwise constitutes a personal recommendation. It is the responsibility of the Financial Adviser to ensure 

they are satisfied with the research undertaken by IBOSS Asset Management Limited in relation to the investments included 

within each OEIC; copies of which are available on written request. Data is provided by Financial Express (FE). Care has been 

taken to ensure that the information is correct but FE neither warrants, neither represents nor guarantees the contents of the 

information, nor does it accept any responsibility for errors, inaccuracies, omissions or any inconsistencies herein. FE data 

should only be given to retail clients if the IFA firm has the relevant licence with FE.  

IBOSS Asset Management Limited which is authorised and regulated by the Financial Conduct Authority. Financial Services 

Register Number 697866. 02/01/2018. 

  

 

 

 


