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Shortest ever war?

At the time of writing our last monthly update all eyes were focussed on the, apparently, impending war between the US
and Iran following the assassination of an Iranian general. The shortest recorded war was apparently between the British
Empire Vs. Zanzibar in 1896 but the latest US - Iranian conflict doesn’t appear to have lasted much longer. The media,
spearheaded by Twitter and other social media, were awash with apocryphal end of the world scenarios. It turned out that
much of the tit-for-tat retaliations were apparently telegraphed ahead and so casualties were kept to a minimum. It just
didn’t seem like either side was up for it. By the end of the second week of January, the global markets had completely
shrugged off any impending fears of Armageddon and were on fire led by Global Technology and Chinese equities. The central
reason markets had been going up for much of the previous 12 years was back in play; easy monetary policy with no
‘tightening’ clouds on the horizon.

MSCI Global Markets January 2020 (figl)
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The Forgotten War... at least for now

Until the Americans took out the Iranian general, the big concern for markets was the economic trade war which was
principally between the Trump administration and China. It’s currently hard to find any reference to it in the media, but the
main issues haven’t been resolved and the sticking plaster (phase one) is certainly not a proper and lasting solution. It may
be because Trump has had the sometimes-farcical impeachment process to deal with, but that charade appears to be at an
end. Back in the day, impeachment enquiries moved markets but that is all so last century.
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The Coronavirus — the economic consequences of a human tragedy

On the 31st of December, China announced an outbreak of a new coronavirus in the city of Wuhan, involving 27 cases.
However, it wasn’t until the third week in January (indicated by the gold arrow in figl) that it really started to hit the world
media headlines and impact the equity and bond markets.

Mainland-listed Chinese stocks ceased trading on January 23rd which was two days before the start of the Lunar New Year.
Even by then, the benchmark Shanghai Composite had fallen approximately 4.5% since the highs of mid-January. Once they
re-opened on Monday, albeit with a short selling ban in place, China indices were down circa 7.5% with many stocks ‘limit
down’ 10% in the session. The Chinese government reduced their reverse repo agreements by 10bps and injected 1.2 trillion

yuan via reverse bond purchase agreements, which helped stem these losses.

The economic fallout from the virus is impossible to quantify but if the number of cases fell next week, which looks incredibly
unlikely, there is already damage to the Chinese economy and this must feed through to economic numbers in relatively
short order. If the extrapolations from the impact start to be more positive however, or at least better than worst case

scenarios, we could quickly to revert to the liquidity fuelled stock market melt up.

Hong Kong - another blow on the bruise

The outbreak of this virus is already being felt keenly in the Chinese administrative region of Hong Kong. The area was already
living with the consequences of the ongoing pro-democracy protests which have badly affected the market for consumer
goods and the hotel and leisure industries amongst many others. Tourism numbers have fallen off a cliff and a resolution
between the people’s movement and the Chinese authorities looks as far away as ever.
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https://www.investopedia.com/terms/r/reverserepurchaseagreement.asp

| knew you were trouble

On the 31st January 2020 the UK withdrew from the EU and began a transition period which will run to 31st December 2020.
This eleven-month period will see the two parties negotiate their future relationship. Although all these points are factually
correct, the relationship will change and develop for at least as long as the EU does. Just like the US-China trade war, both
parties will evolve their positions. In the case of the European Union, many aspects of its current construct are far from the
finished article. We have been bullish on the outlook for the UK for some time and we remain so. Although we will no doubt
have to endure some of the negotiations being played out on the public stage, it’s in both sides interests to get the job done
as quickly and efficiently as possible. If you are having an operation, let’s say heart surgery, you just want it to be over as
soon and successfully as possible. You probably wouldn’t benefit from being awake and watching the process and that’s how
the next eleven months might well feel. If | am a German car maker or a French wine producer, the last thing | want is petty
point scoring or political posturing, | just want to trade; simple as that. As has been the case since the original vote, we all
need to be wary of currency effects on investment returns for UK investors. The Pound continues to strengthen, which is
diminishing the gains of overseas equities, at least for now.

POUNDS STERLING Vs. WORLD CURRENCIES (fig2)
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Fundamentally speaking

With the virus front and centre of investors’ minds, the beneficiaries of the uncertainty are the usual suspects - gold,
treasuries, the Dollar and the Yen. Once again at the start of the year, there were many commentators and investment banks
calling for a treasury sell off (yields to rise). We never subscribed to this school of thought. The main reason global yields are
so low is the debt bingeing and super-easy monetary policy which can’t be reversed to any real extent. The US tried that in
Q4 2018 and lost nearly 20% of their equity market value for their trouble; they won’t be trying that again anytime soon and
especially not in an election year. As it is an election year, the Fed will be reluctant to look overtly political in any interest
rate moves, even if the economic circumstances indicated they should do. This is another cap on Treasury yields in our
opinion. Gold continues to prove its diversification benefits and now there is nearly $14 trillion in negative yielding debt, the
opportunity cost has once again evaporated.
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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.
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