Between
the lines

Multi-asset investment thinking
from the Quilter Investors team.

Trump’s war

The casualties of ‘friendly fire’ are mounting.
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The cost of a Harley Davidson
will rise by $2,200 and some
production will move overseas

Daimler issues profit warning

Jack Daniel's announces 10%
rise in cost of whisky in Europe

Retailers pushed to the
cliff’s edge in US and UK

Recent results from US retailers suggest that
some are now developing coping strategies’to
co-exist alongside Amazon.

Kroger, the biggest US supermarket is a case in
point: it rose over 15% in the week to 26 June
after outperforming earnings expectations and
its online offering finally gained traction on that
of Walmart and Amazon.

Other US retailers are also picking themselves
up including the storied jeweler Tiffany and
Macy's, the famous department store. The
position is quite different in the UK. Recent
weeks have seen high street denizens such as
Debenham’s and House of Fraser issue stark
warnings while John Lewis last week forecast
profits of ‘close to zero'.

ROR: ‘Multi-asset offers
37% uplift for cash pot
retirees’

More than a third of non-advised Britons
entering drawdown are invested wholly in
cash, while more than 60% of non-advised
retirees already in drawdown are unsure of
where their money is invested.

In the recent Retirement Outcome Review,
the FCA estimated that more than half of the
33% of all non-advised retirees who hold only
cash are likely to be losing out on retirement
income.

It suggests that over a 20-year period of
drawdown, such Britons could increase their
expected annual income by 37% by investing
in a mix of assets, rather than just cash.

Could NASDAQ become a
‘safe haven’?

Boosted by the huge growth in the FAANGS,
the US NASDAQ Index has quietly grown to
become the world’s second largest stock
exchange.

However, Mr Trump's trade war has created
added impetus for the market as it's now
seen as being insulated from the worst fallout
in such a conflict (barring foreign investment
restrictions).

“The market may have cooled in the last week
or so, but it's now approaching key support
levels again while any escalation in ‘traditional
trade war rhetoric could well see investors
taking cover in the consumer-facing US tech
sector,” says Hinesh Patel, a Quilter Investors
Portfolio Manager.




Netflix 1 Starbucks O

In the battle of household names this week,
entertainment giant Netflix is leading

the way, with former favourite Starbucks
struggling under the weight of “densely
penetrated markets”,

Netflix, which by market value has become
the top media company in the US ahead of
Disney, has continued to reach record highs
as it remains a key beneficiary of the trend for
on-demand viewing, while its original content
helps justify its pricing power.

Meanwhile Starbucks, once a firm favourite,
has seen its share price plummet after a
forecast of just 1% growth in same store
sales in the third quarter. It plans to close
150 underperforming stores, to slow its
rate of store growth and to shift its focus to
the suburbs where it hopes to diversify into
greater food sales.
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Chart of the week — A kick in the beans

Trump's trade war brings the price of soy beans (a major US export) to ground with a bump.

15

Mar

Source: Quilter Investors as at 29 June 2018

Apr

Market data — % change in week ending 28/06/2018

Equities

FTSE All-Share (UK)

MSCI AC World

S&P 500 (US)

NASDAQ (US)

MSCI Europe ex UK

TOPIX (Japan)

MSCl Asia ex Japan

MSCI Emerging Markets

Fixed Income’

BB Global-Aggregate TR Index

BB Global-Agg Treasuries TR Index
BB Global-Agg Corporate TR Index
BB Global High Yield TR Index

Commodities®

S&P Energy Index

S&P Precious Metals Index

S&P Industrial Metals Index
S&P Agriculture Index
Currencies®

JPM UK FX Exchange Rate Index

JPM US FX Exchange Rate Index
JPM Euro Area FX Exchange Rate Index

% Change GBP

0.57
-0.31
-0.01
-1.39
-0.36
-0.26
-2.51
-1.93

% Change USD

-0.64
-1.55
-1.22
-2.58
-1.56
-1.46
-3.69
-3.12

Soybean
Iron Ore
Copper
Aluminium

Steel (Rebar)

Mercari: Japan’s ‘eBay’
IPO gets off'to a flyer

Mercari’s mobile app has already been
downloaded 71 million times in Japan and
elsewhere (including the UK), so the success of
its recent IPO came as no surprise.

When the business put a third of its shares up
for grabs on 19 June they raised US$1.2bn after
the rising 77% on the day, valuing Mercari at
US$7.4bn.

The company already boasts over a million
products for sale and US$100m a month in
transactions but it faces serious challenges from
Asian heavyweights Alibaba and Baidu and still
needs to make a profit from its US operation.

“A year ago, the thought that
the NASDAQ would be a safe
haven from a US-driven
trade war was unimaginable,
but the world has turned.” 4
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Important information

Past performance is not a guide to future
performance and may not be repeated.
The value of investments and the income
from them may go down as well as up
and investors may not get back any of
the amount originally invested. Because
of this, an investor is not certain to make
a profit on an investment and may lose
money. The performance data do not take
account of the commissions and costs
incurred on the issue and redemption of
shares. Exchange rate changes may cause
the value of overseas investments to rise
or fall.

This communication is issued by Quilter
Investors Limited (“Quilter Investors”),
Millennium Bridge House, 2 Lambeth
Hill, London, United Kingdom, EC4V
4A|. Quilter Investors is authorised and
regulated by the Financial Conduct
Authority.

This communication is for information
purposes only. Nothing in this
communication constitutes financial,
professional or investment advice or

a personal recommendation. This
communication should not be construed
as a solicitation or an offer to buy or
sell any securities or related financial
instruments in any jurisdiction. No
representation or warranty, either
expressed or implied, is provided in

relation to the accuracy, completeness or
reliability of the information contained
herein, nor is it intended to be a complete
statement or summary of the securities,
markets or developments referred to in
the document.

Any opinions expressed in this document
are subject to change without notice and
may differ or be contrary to opinions
expressed by other business areas or
companies within the same group as
Quilter Investors as a result of using
different assumptions and criteria.

Quilter Investors is not licensed or
regulated by the Monetary Authority of
Singapore (“MAS”) in Singapore. This
document has not been reviewed by MAS.
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Further information for
financial advisers:

Visit www.quilterinvestors.com
to read our latest thinking,
download portfolio data and
watch investment updates from
our portfolio managers.

To speak to one of our
Investment Directors call
0207 167 3700 or email
enquiries@quilterinvestors.com




