
 

 
 
Highlights and Lowlights: what caught our eye in July 2018 
 
July brought continued strong economic data in most parts of the world with the US leading the way, posting figures for 
GDP growth in Q2 that showed an annualised rate of 4.1%. This fulfilled a promise made by Donald Trump during his 
campaign to deliver economic growth above 4.0% per annum. However, it remains to be seen for how long this rate of 
growth can be maintained. Alongside this positive data, global trade tensions continued to escalate, although with the US 
and Europe calling a truce and seeking tariff-free movements of certain goods, the battle is very much becoming between 
the US and China. However, against this backdrop, three issues stood out more than others.  
 
In early July, Theresa May, the UK Prime Minister, held a two-day meeting with her ministers at Chequers to attempt to 
forge an agreement on what the UK’s requirements should be in a Brexit deal. Having appeared to coral ministers into 
line, within days both Brexit Secretary David Davis and Foreign Secretary Boris Johnson had resigned, saying that they 
could not support the Chequers deal, and were followed by a number of other members of government. With her 
authority now being openly challenged, she was forced to adopt a number of Brexiteer amendments in order to get key 
Brexit legislation through the House of Commons, winning by just three votes. However, there were two things that really 
caught our eye. Firstly, Conservative Party Chairman Brandon Lewis was accused of breaking a ‘pairing’ agreement 
whereby he agreed not to vote in favour of the legislation because Liberal Democrat Deputy Leader Jo Swinson, who 
would have voted against it, had recently given birth and could not attend. The fact that so senior a Tory MP appeared to 
break this longstanding convention shows the pressure under which the government finds itself and, whilst he claimed 
that it was an “honest mistake”, the fact that he sat out seven of nine votes but not the two for which the vote was 
expected to be tightest challenged the credibility of his denials. Secondly, the legislation only passed because three Labour 
MPs broke ranks and voted for it. This provided the clearest evidence to date of what many have thought for some time, 
namely that Theresa May could end up relying on the opposition to get a Brexit deal through Parliament. The mere idea 
of such a scenario had Tory Brexiteer backbenchers in apoplexy, threatening a leadership challenge or even that pursuing 
such a strategy would tear the party apart. However, with the Chequers plan being the closest thing to a soft Brexit that 
is likely to come from a Tory Prime Minister, it is possible that Labour MPs will vote for it as the ‘least bad option’. Of 
course, that is only even a possibility if the EU decides that it can work with the Chequers plan, and initial responses from 
their chief negotiator Michel Barnier did little to encourage such a belief. However, as time runs out for a deal to be 
agreed, it feels as if things are about to get very interesting very quickly. 
 
Technology stock valuations have been a matter of debate for some time, but prices have continued higher in 2018. In 
fact, without the rises in ‘tech stock’ prices, the US stock market would have been down marginally in H1. However, whilst 
almost all tech stocks have enjoyed a good run in recent times, company results in July broke that homogeny, with a 
dramatically wide range of share price moves. On the positive side, Apple, Alphabet and Amazon all exceeded analysts 
expectations. Shares in Apple and Alphabet duly rose 4% and 5% respectively but, in spite of declaring profits 12 times 
that of the same quarter last year, Amazon’s share price fell marginally, although admittedly from a record high in the 
previous session. However, for those that missed their numbers, the dangers of being ‘priced for perfection’ were clear 
to see, with Netflix, Twitter and Facebook falling 14%, 17% and 20% on their own specific mixture of lower than expected 
revenue and user growth combined with more cautious guidance over future prospects. It should be noted that 
technology companies suffering difficult times were not restricted to the US, with Chinese internet giant Tencent falling 
nearly 10% in July to be down 25% on the year. It remains to be seen if the price moves are simply investors being prepared 
to book profits aggressively on stocks that have run a long way or the start of something bigger. However, to us, it should 
remind investors of the dangers of over-concentrating their portfolios in sectors or styles that are ‘en vogue’, however 
compelling the narrative.  
 
Finally, if anyone thought that they had a handle on Donald Trump, July may have caused them to think again. His criticism 
of the Federal Reserve’s (Fed’s) interest rate rises broke 20 years of White House tradition of avoiding comments on 
monetary policy out of respect for independence of the central bank, which made it surprising on its own. However, as 
always with Trump, there is always an extra level, with his statement being a direct contradiction of complaints he made 
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during his campaign about the Fed being too slow to raise rates. However, this paled into insignificance compared to his 
dealings with Russia. He appeared to absolve President Putin and the Russian State of any responsibility for interference 
in the US Presidential elections and, whilst he claimed later to have misspoken, his Director of National Intelligence, Dan 
Coats, felt obligated to reiterate US intelligence agencies’ belief that Russia was absolutely involved and remains a threat. 
Whilst Coats may have been surprised by the press conference statement, he was openly stunned when told live on NBC 
that Trump had invited Putin to visit Washington later this year. Having clearly not been consulted, his immediate 
comments of “Say what?” followed by “Ok, that’s gonna be special” sum up how many feel possibly about Trump’s habit 
of evolving policy ‘on the hoof’, even those within his own administration, and it shows that his unpredictability shows no 
signs of abating. In short, whilst time in office can allow investors to ‘learn’ a politician, there is still little sign that is the 
case with Trump. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
        

       
                                                                                                                                                                          10082018/FP167 

http://links.praemium.com/c/1/?aId=13593487&requestId=b7815-602c237b-7147-43fb-969f-9a3249bc8db3&rId=lead-b3e572e155d7e311abc5d89d67764dcc-c20a47e9be3e4d4894b709b22521b49a&uId=0&ea=urael.xvatfohel%3Dpbz%3Dcenrzvhz&dUrl=http%3A%2F%2Fwww.vision6.com.au%2Fch%2F16330%2F2dc96xf%2F411101%2Fc68f6y7fr.html%3F_cldee%3DaGVucnkua2luZ3NidXJ5QHByYWVtaXVtLmNvbQ%253d%253d

