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New Year, old news 

 

All eyes are once again on the US in this the final full week of the Trump presidency. Last week’s violent 
scenes at the Capitol bring the last four years to a typically unpredictable and chaotic close and the 
hope is that the next five days can pass without further confrontation. 
 
Donald Trump, now cast adrift from his Twitter megaphone, has said he will not attend Joe Biden’s 
inauguration on the 20th January. Most people will just be glad after the storming of Congress that we 
have made it to the official transition to the new administration with America’s democratic institutions 
intact. 
 
There has been plenty of political activity behind the scenes, Trump making history by being the only 
president to be impeached twice.  Impeachment is more a political term, fallings short of the more 
punishing 25th amendment which could remove him as head of state – now looking very unlikely.   
 
Markets took the upheavals in their stride last week, focusing instead on the Democrat victory in the 
Georgia senate run-off which handed the new President at least two years control of both houses of 
Congress as well as the White House.  This is the only set up in Washington that really allows a 
President to push through a remotely contentious or partisan policy agenda and investors see it more 
as opening the door to more fiscal stimulus, possibly leading to more inflation. 
 
It is this prospect that has led to Wall Street starting the year by hitting new highs despite still terrible 
COVID data in both Europe and the US.  Last week’s disappointing non-farm-payroll data showed the 
economic recovery was stalling and did little to change the mood.  
 
This week has been tougher going with the major US markets finishing the week lower and both the 
FTSE 100 and FTSE 250 finishing another day in the red, coming as no real surprise given the gains last 
week and imminent Presidential handover in the US.  Asian stocks generally followed falling on 
Tuesday but they have recovered well towards the end of the week. 
 
Today sees the start of fourth quarter earnings season in the US, with the big banks kicking things off 
this afternoon. So, we should soon have a better picture of whether the pick-up in earnings that 
investors are counting on in 2021 and next year will have to be reassessed.  For now, the reflation 
trade is still on track. The cheaper, out of favour value stocks in the US are quickly closing the gap with 
the growth stocks that have been in favour in recent years.  Cyclical, value stocks, smaller companies, 
commodities and non-US shares are all in favour in a marked reversal of recent trends. 
 
Emerging markets, a region we favour across our portfolios, have outperformed the US strongly. 
Commodities in the region are also looking as if they are enjoying both short-term tactical 
outperformance on the back of economic recovery in China but also possibly the start of a longer-term 
structural period of outperformance.  We are watching this closely. 
 
Industrial metals are also at multi-year highs, oil is once again  at just above $50 a barrel. Gold moved 
higher to $2,000 an ounce last week before reversing its gains.  Gold, a historic hedge against markets, 
typically gains support during periods of global market volatility but catches many out by staying in it 
too long. 
 



 

The return of inflation remains a big unknown in the current cycle with the Japanese example of recent 
years showing that spending big by governments and central banks need not necessarily lead to 
spiralling prices. 
 
The fear of inflation is already showing up in the performance of alternative assets like gold and more 
noticeably, bitcoin. 
 
The crypto-currency is seen by some as an alternative haven in a perceived environment of currency 
debasement thanks to its in-built supply limit. There will never be more than 21 million bitcoins in 
existence so unlike a paper currency like the dollar or the pound it cannot be printed at will by 
governments in need of cash. This makes bitcoin even scarcer than gold which continues to be mined, 
albeit this does not really expand the amount of Gold in existence by a huge amount every year. 
 
Many supporters are suggesting that the price has much further to go and the fact that many holders 
are in for the long haul with no intention of selling could make further price rises self-fulfilling.  In the 
meantime, the Financial Conduct Authority pipe up to highlight the risks of this investment with a 
campaign that will gather further traction in the weeks ahead, most notably funded by our ever 
increasing fees. 
 
But anyone who remembers what happened in 2017 will be more cautious. The price soared to 
$20,000 before quickly falling back 80% to around $4,000. The volatility in bitcoin is one of the key 
arguments against its use as a safe haven asset. 
 
Bitcoin is just the frothiest part of the market today. There are other signs creeping in of high 
valuations, such as parts of the IPO market for new issues. The performance of Tesla, for example, has 
made founder Elon Musk on paper the world’s richest person. Tesla is now valued at more than most 
of the major car makers combined. 
 
Jeremy Grantham, founder of the GMO fund management company and a prominent market 
commentator, said this week that he saw the US stock market in a ‘fully-fledge epic bubble’. He 
warned about ‘hysterically speculative’ investor behaviour. 
 
Grantham is well-known for his bearish views and in recent months his pessimism has been off target, 
but nay-sayers always do look out of touch in the final explosive phase of a bull market before being 
proved spectacularly right in due course. Given that he has compared the bull market since the 2008 
financial crisis to the South Sea bubble, 1929 and the dot.com boom of 2000, investors will pay 
attention to his stark warning.  His comments appear in a number of the broad sheets this week and 
are being discussed amongst fund managers and commentators.   
 
Back over here, there has been a steady string of holiday season trading statements. There were many 
updates, notably JD Sports, Just Eat, ASOS, Persimmon, William Hill, Page Group, Tesco, Boohoo, 
Primark-owner AB Foods, Taylor Wimpey and Halfords.  It was a mixed bag, some parts of the retail 
sector - including the supermarkets - have fared well during lockdown with little competition for 
shoppers’ attention either from other shops or from alternative ways of spending our time. A trip to 
the supermarket is fast becoming the main leisure activity for many, possibly one reason why the virus 
has spread so much recently. 
 
For other businesses, however, the somewhat chaotic transition from November’s lockdown to a 
partial re-opening and then back to lockdown again in January has provided a very difficult backdrop 
to the Christmas period. 
 



 

An indication of the challenges was given earlier this week by Land Securities, one of the UK’s biggest 
landlords, which said it had received just a third of the rent owed to it by retail tenants in the three 
months to Christmas Day. 
 
In summary, given the impact of the third lock down, it seems inevitable that we will register a second 
technical recession, known as a ‘double dip’ with its close link to the last one of 2019.   
 
The only real fight against this outcome will be the announcement this afternoon that the ‘R’ rate has 
started to fall, adding further support for the current restrictions to ease towards the end of March 
rather than be extended.  The increased vaccine roll out means more than 2 million people have now 
been vaccinated with 24 hour immunisation centres being opened in the coming weeks.  The number 
of daily vaccinations is increasing on a daily basis with few seeming to resist the offer of immunisation.   
 
I would be a bold man to suggest this year will be easier than last year, however, January and February 
are common for being the darkest, most troublesome and mentally challenging days of the year owing 
to a combination of the weather, fitness restarts and the annual financial hangover from Christmas.  
This plays an important part on many commentators’ outlook which shouldn’t be discounted.   
 
The markets will continue to be challenged by volatility and short term news.  It’s the trends that once 
again need to be brought back into focus, globally progress is being made with the vaccine, Trump has 
his final days in office and the ‘days are getting longer’.  An eternal optimist maybe, and whilst I do 
realise there has never been a straight line to recovery with early calls of a US market bubble, I am 
watching carefully the faint lines of progress arriving from the distance.   
 
Have a very good weekend, stay safe, fit and keep well. 
 
Warmest regards, 
 

Wesley Fox  Dip (PFS) 

Managing Director 


