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THE TRUMP EFFECT: FUI\DS TF.{AT WON
IN TFJE VfAKI OF US ELECTIO\I St-IOCK
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3- 9 \ c rember. the world entered a state of shock

.'.:"a-ied or not) as it became clear Donatd Trump

,'.:s going to wjn the US presidentiat etection.
-:-ca gn ng on a ticket of high infrastructure
::--: -: and low tax, his victory has brought about
.: ^-= : grifrcant changes to lrnanciaI markets.

So which funds made the most of the immediate
aftermath of this most divisive of candidate's victory?

'.A/e have identifred the top Flve performing funds

cetween B and 9 November in the UK Att

3ompan es sector and the UK Equity lncome sector.

Speaking to some of the managers of these funds
-as reveated what enabted them to outperform on

-^e day. That process has shed tight on how the
'^anclaI world has attered n the wake of this

-^expected victory and how an 'enorrnous change
- '.'e rrarket' may be afoot.

-chn lnnes manages the RWC UK Focus fund,

.'. rose B GBP share ctass returned L.B7% on the day.

- s tone. though, was not triumphalist. 'We weren't
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necessarily posrtioned for a Trump win,' he said. 'We

try to avoid big macro calts of a binary nature.'

RWC's UK equity mantra is'Contrarian at birth,

momentum during iife' The RWC website said: 'Our

approach is biased towards investing in companies

in tess favoured areas of the market, but where we
deem fundamentaI dynamics are improving.'

This contrarian approach certainly bore fruit on
9 November. Innes said his team had targeied
companies with big pension fund deficits, such as

BAE Systems, GKN and IAG, that had been de-rated
on the back of tow bond yields.

Innes added: 'Trump's history is of boom and
bust, of borrowing lots of money. The market has

thought US bonds are not the ptace to be. And his

policies are very lnftationary.'

lnftatronary expectations can lead bond prices to faI
(and, conversety, yields to rise). This is because

investors need to be cornpensated for the fact the
bonds (and their coupons) wi[[ be worth less in reaI

terms in the future.

Innes pointed out fund hotdings such as Barclays

benefrted from the steepening yietd curve. euite
simply, rising rates enabte banks to make more

li-;:, :-ltif,Oii ',1t R:: iU ''H i r.iii aCiil i y lt ia+fi i: !t ar.tF
Stuiae: a:iiijqtia

iriil..: alr;al,-ai! ilitrrirDr irq:i":::: fi iir l'ilir;r1 1i]a;q-
',, !i.rui1-...,je ii..a ir'j !li( i (turi;, na.ii:i(' s !:iitlj!s i.ti1
+'

money and get more of a spread between their
lending and borrowing.

Innes' fund atso holds buitders CRH and Batfour
Beatty, which shoutd benefit from increased
infrastructure spend. He also had very littte
exposure to utilities and consumer staples, bond
proxies that dectined atong with bonds themsetver
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lan Wittiams manages the Etite Charteris Premium
Income fund, whose R Income share ctass topped
the UK Equity Income sector on ihe day. He puts

thjs down to his exposure to commodities shares:
'Our equity fund had a big weighting in base and
precious metals stocks.'

Wiltiams' exptanation for the rise in commodities
stocks chimes with lnnes'comments. 'Usualty,

bonds go down when commodities go up.'said
Wittiams. 'lt's a sign deftation is coming to an end
and the inftation cycte is starting, which benefits
commodities and hits bonds.'

Wiltiams said he expected such a scenario
regardtess of whoever won the race to the White
House. 'Trump was the catalyst of this, not the cause

he said. 'A tot of this was happening before Trump
and I thought it woutd happen even if Clinton got in
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lan ButLers JP Morgan UK Strategic Equity Income
fund benefited from being overweight industriats
'which would benefrt from increased infrastructure
spend'. Hotding Barctays, HSBC and Ltoyds atso

boosted his fund's performance on the day. He said
'We are overweight one of the most contrarian
sectors in the market: banks.'

Innes pointed out the Trump win had been
interpreted by the markets as reflationary and
moving from monetary to frscaL stimu[us. 'This had

led to a reaI change in the leadership of the marke
from ihe expensive consumer staptes companies
to the frnancials and more cyclicatiy oriented
companies,' he said. 'What has happened might

lust be an enormous change in the market.' titllll
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