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No-deal fears spark a stockpiling stampede

As the intensity of fears of a no deal Brexit rise, it is clear that businesses are quietly going about their
business and taking the necessary steps to keep trading. From steel to chocolate, from drugs to vinyl
material, companies are putting plans in place to build up stocks of materials in case there is unrest at the
ports

Therefore, one conclusion that could be drawn is that pre-Brexit hoarding has given the economy a boost.
And what if everything runs smoothly?

Once the deadline for Brexit passes the Centre for Economics and Business Research is forecasting a “mini
recession” as British companies use up these stockpiles rather than order new supplies.

Yet through all this the Stock Market is relatively stable and this market stability prompted a question from
one of our clients as to our view on what we should, as wealth managers, be doing with the portfolios.

It is worth sharing Duncan’s reply with you all!

I’'m not sure my following comments are any more or less valid than anybody else’s but | hope at least that
they will be helpful. They do reflect our philosophy.

e One could say we have no idea and neither does anyone else why the stock market is relatively
stable at present. However, the stock market is rarely a snapshot of the current time. It is always
factoring in views of the future, so whatever we think of the current uncertainty and political chaos,
markets are taking a view on expected outcomes on Brexit. For what it’s worth, | still believe that a
deal will be done because it is in Europe’s interest as well as the UK’s.

e As Sterling falls and rises this has benefits in some elements of the economy and some
disadvantages. Markets constantly factor this in too and prices already reflect this as well as future
expectations accordingly.

e Interms of our portfolios, we are very comfortable with where they are at present. We have
previously positioned the portfolios towards a more global weighting, broadly almost 50% UK 50%
Global.

In fact, if you look at the growth element (equity and property) the UK exposure is now at around
25% of the total in our Balanced (50/50) Portfolio i.e. about half of our 50% Growth weighting. As
such, we believe the portfolios have good diversification as far as protecting against Brexit. We are,
though, actively Implementing one further fund switch in our portfolios as part of this quarter’s
rebalancing and portfolio reviews which will mean a further small switch out of our UK dividend
fund into a global dividend fund. This will mean a further reduction in UK equity/property exposure
in the Balanced Portfolio to around 20%.

e At the end of the day the Global economy is still growing and is expected to grow and this should
continue to benefit the portfolios in the long term.



e Any downturn in markets is a buying opportunity in our view and will be picked up in our regular
rebalancing. We don’t subscribe to the view that markets can be timed in terms of when to get in
and out which we view more as betting. We are happy to leave that to the gamblers!

e Whatever happens, the world will continue and good businesses will find a way to sell their goods
and services.

By all means give us a ring if you want to talk this through in any more detail.
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Disclaimers:-

The value of investments, and the income from them, can go down as well as up, and you may not recover
the amount of your initial investment. Opinions constitute our judgment as of this date and are subject to
change without warning. Certain investments carry a higher degree of risk than others and are, therefore,
unsuitable for some investors. Past performance is not a reliable indicator of future results. Forecasts are not
a reliable indicator of future performance. Nothing in this document should be construed as a solicitation or
offer, or recommendation, to buy or sell securities or any other investment or banking product, or to provide
any investment advice or service. Raymond James nor any connected company accepts responsibility for any
direct or indirect or consequential loss suffered by you or any other person as a result of your acting, or
deciding not to act, in reliance upon any information contained in this document.



