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ast Frulay thee FTSE 1K)
index slip brefly bebow the 4, (48)
lesel intra<day for the first time
sipee Iote Novemboer and the
UK's headline index 15 W below the
peatk it achieved on 6 January. Early hopes
povernment intervention, in the fomn of
monetary and Gscal stimmilus, coulid stoke
inflation anid boost the global economy ane

LY

elling. The market debate now surrounids
the depth and ducation of the LUS EOCHATE
whether it will e U, YW W or I."’ﬁll...l-ll'll -
anidd what governments can do about L.
The
heavy stock market falls look to prce i a
It of the
should help Brtish exporters and falling
oil prices shoold lower input costs and

good news however 1s last vear’s

bad news, sterling weakness

bt coeporate peofit mansns,

The picture is not therelore far froo
clear cut and Shares has enlisted three
investment experts = Sue Concannon of
Halifax Share Dealing, Paul Hovward of TD
Witerhouse  amd  Marc Spaelti of
Dukascopy = SWEX Swiss FX Marketplace
o achillress the big ssues

Bull or bear?
initially asks the
panel what their take is

Stares

on  market  sentiment
rght now Mare Spaelt
swiftly outlines the Ing
picture as he sees it “The
answer i closely
linked with the
cconomic outlool,” says
the  foreign  exchange
experl.  An economic

recovery would certainly
help equity markets, a
deeper recession on the
other hand is likely to
trigeer further weakness,

‘The financial
we've seen unfolidl over the past months
stromgly reminds economists of the deep
recession of 1929, A look at the histoncal
Do chart during that time reveals, that
the index lost close to W% before bottom-
ing out in 1932, Considenng that the Dow

Crisis

et ready for

has rouehly lost 3P m 2008, there s stll
a lot of devwnward patential for the cur
rent year',

Pt before we start off on too beansh a
tack, Spaelti is quick not to paint things
oo black. “This said, there (ertaimly ane
stocks worth buying With LS
president Obama's pesmise of a fiscal

FLEFWY

stirmulus package, some seclors wll rmost
evrtainiy benelit stronghy’.

sl Howard also secks to look thimough
the elooim “Frown reviewing recent trading
activity by T Waterhouse
especially new custoimers, they certainly
seerm o lee bullish on eoguities for the maost
part, particulardy in the banking secton” he
Thee povermment™s latest hank bail:
out or ‘insurance’ plan as it likes to call it,
coupled with ness that teyal Bank of
Seotland (IBS) will report a full vear loss
ol between £7 ballion and £8 tallion, had &
huee effect on the banking secior red ently
with speculation about the impact this
may have o0 other banks,

The knock-wt effect on bank share
prices was quite severe, prompling our
customers to trade beavily in the sector.
The key inddications are that they are hop-
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ing to profit on the rebound of bank
shares. We have seen increased activity in
Roval Bank of Scotland (RBS), Barelays
(BARC) and the newly-fonmed Lloads
Banking Group (LLOY)., Our customers
have evien turned their attention to BESBC

the fu

Tk this yesr hians &

ture

il 1 ris for Whelr views

Toldings (HSBA) = a stock that s not nor-
mally a regilar trade lor our customers
Onerall we have seen a buge insell matio
o banking stocks of around 5007,

S Concannon agrees banks have
‘From
the perspective of our customers, trading

Brecoere o kiew amena for investors:

in the shares of banks acoounted for 2475
total trades durmg August 20068,
with 124 buy orders for every sale. By
January of this vear, transactions in banks
has dsen to 325% of total trades and the
ratio of buvs 1o sales stood at 275 to 1,
‘Ower the same perod we hive seen
overall trading volumes virtually double,
with much of this activity doven by the
shorertenn, speculative activity of our
custoiner base, This is the result of the

of our

incredible volatility we've seen in the
share prices generally’.
Inflation, stagflation or deflation?
The Obama administration’s promised
SH5 Lillion economii \I!illlll|lh|hl1|~ul.l-!'='ill
the US, coupled with fiscal packages 1n
markets as far flung as the UK, Germany
Taiwan and Japan, had prompted hopes
the authorties could stoke inflation and
use this to ease the debt
burden which afflicts gow
ermments, corporates and
consumers alike,

et pecent  falls  in
Buropean, UK, US and
Chinese anflation have
raised fears povermments
are pushing oo a string
and a deflationary ‘\[IIr'.I1
stmilar to that
Japan in the TN 15 mow
R RTE

Howard asseits defla-
tion rather than stagfla-
tion or inflation 1s the
now,  although
investors will need to be on their goard
‘Pecently the Bank of England was given
authorsation to carmy out “guantitative
easing” 1o inject money nto the
financial system if cutting the base mters
ost pate = which currently stands at 1.5% -
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was no longer an oplioa. If this is camed
out 1o a sufficdent extent deflation would
then be unlikely, althoueh it could e at
the rsk of excessive inflation,” angues
Howard.

Mare Spaelti is not sure any of this real:
Iy matters. *1 strongly doubt that any of
them wall b “the big theme” for the vear
as other issues are likely to make the
heagillines in 2008°, he savs

Howard agrees a return to the 1990
woers of no growth and fsing prices is not
on the cands. ‘Stagflation =which s a com-
bination of nsing mflation coupled with
rocession = is actually viewed as unlikely
by the majornity of economists in the pres-
ent climate, The behaviour of our own cus-
tomers, who ot present ane choosing 1o
prefer standand gilts rather than imdex-
linkesld gilts, sugzest they ane not expecting
to see 3 returm 1o inflation anytime soon
in the curment clunate’

Spaelti also believes prce declines ane
inevitable, s the ecession kicks in fur-
ther and companies can choose between
lowering prices to make a sale or close
lli'-"if'l;.ll1‘“[11"\_'!IIII\IIEIH'T'Ilr'lll.t"H.”'l'b‘“ll“l
to weaken even further. This seems of Lit-
tle concern to central banks for now, as
keeping financial markets liquid through
quantitative easing amd coming up with
plans for useful stimulus packages to
counter growing unemplovment rates will
b takang the spotlight this year”,

Recession or depression?

‘Pscession 15 hkely to be the domnant
ecomornic featume of the 2000 Landscapse,”
Halfax  Share
Concannon. ‘Having said that, there wll

SaVS Dealing's Sue
alwavs b those wellestablished compas
mies which are better placed 1o weather
thee storm as well as those mche business
s which are able to take full sdvantage of
thee cument market conditions, In both
cases developing deep, lasting customer
relationships will be the nombser one pr-
onty for those
cesslully cimergs

‘mterpnses hoping 1o suce
o the other side
‘Secking out those opportunitics o
back the likely
domain of professional fond  manaeers;

winners 1su't the sole

WA LT

I develop well-informied opinions
based on our own research,” explains
Concannon, After all, for imvestors willing
to take a Jongterm view it is where they
eliesve the shame prce wall be ana number

of vears' time that counts - and not neces-
sarily whene the shares close at 4.30 today,

“The continuing media foous and mar-
ket volatlity will eventually reveal the
winners amd losers of the cmment down.
turm and investors will have to remain
alive to the changing picture, In the mean:
time, the investor mecds o be hapgpy that
their chosen investiment strategy fits their

BIOGS

Spaelil has
20 years' experi-
ence in investment
banking with a
focus on foreign

exchange trading.

In his career he has
worked in different |
international banks
around the world g

and is now Risk f | f
Manager for Dukascopy - SWFX Swiss
FX Marketplace in Geneva.

Halifax Share
Dealing. Widely

regarded as a retail

stock broking |

industry expert,

Sue is non-execu-

tive director of

Euroclear SA/NV

and Euroclear, a

board member of

APCIMS and a Managing Director of
Halifax Share Dealing

Paul How |
Senlor Manager
responsible for
Corporate
Development at exe-
cution-anly broker
TD Waterhouse. His
responsibilities
include corparate
planning and prod-
uct E'I'I..'.‘I.I'I.‘I".:("['I'I.l‘ﬂ[. L
Paul's career In financlal services spans
20 years. He joined TD Waterhouse
from YorkShare in 1999 and has an
MBA in strategic planning.

own priorities and personal profile =
whether that be day trading or imvesting a
Little but often across a range of asset
classes to spread nsk.”

Ll Howard 15 in no doulit recession
rather than hopes for o recovers will donm-
imate market sentiment this vear *[Last
week's] official data feom the Odfice for
sational Statistics confirmed GDE fell by
1.5% in the fourth quarter of 2008, says
Floswanl, “This follows a Fall of 0655 i the
thind gquarten, amd represents the biggest
quareransguarter decline for nearly 50
vears. As oo resull, the UK has finally
caght up withe US, Japsn amd Genmany
and we can offically declare ourselves to
b i o recession for the (st tme sinoe
the cary 189905

e Jovinge it sl Dast is another guicstion
and one with a less certain answer Sonme
forecasters expeat this tme aroumd wll
last longer than the recession in the
19905, Basting Tor at least five or six sidoes-
sive quarters, As such, their expectation is
that this wall bee a “full Blown™ mecession
that will certainly last for the memamder
of 20049,

Dukascopy = SWEX swiss T
Marketplace's Mare Spacltn agrees a nasty
dlowwnturn is the Ikebest outcome and he
refuses torule out a 19305511 oo
collapse, As bankriptoies continne, jobe
Jeess ot es e Deadled throngh the roof and
worries that the present pecession may
alesegrent to o fulle PlesiBgesd depression will De
sl fonmededd Dae argnes,

Tlopes for economie recoviery based on
povernments’ will 1o incoease delt for
stibus spaending are likely to fall short,
Whiles wee selimire prosident Obama’s will
fo create np o three million s within
the nest few months, we point fo the fact
fhal close to 5 oillion jolis Tave Beeen lost
over the last two quarters and further sig
pificant layvolls can be expected as global
dlemond for goodds, such as cars, continues
to contrt’,

Sectors and stocks

e Decembser rally saw proor macket dar
Tinges suech as mining, industoal metals, oil
sievices and engineernng stocks cojoy a
welcorne rally, it the subsequent sell-off
has seen dependabile delensives and vield
s ks, i sectors such as ol ebacco and
pharmacenticals come back 1o the fore,
Follming BDS" revelations ol sluscKing




¥

26

losses and concern more high street
names could fall into govermmeoent owners
ship, banks have taken another drubbing,
but TD Waterhouse's Howand is secing
some brove contranans treat this as
an opportunity

“We have noticed an interest in banking
stocks by our astomers throughout 2008
and the early part of 2000 while interest in
muming stocks has deoneased substantially
singe their peak in 2007, It appears
that mining company anvesiors ane
more likely to believe they wene invest-
ing i a bubbly sector than banking
mvestors. The exception to this are ol
company investors that are hanging on
i the hope for an upswing, amd gold
mining investors, most of who could be
silting on a gan',

ﬁlkl‘.'"l 15 Chear on winch stocks he thinks
shoukd be avouded: HAny industry ronning
cvercapacty will surely come under severe
pressure, The front munner may well be the
autemotive industry which has failed 10
mduce capaoty vears ago, Shapgung and
commerol fliehts are also bound to under
perform as fewer goods are being shipped
and travel expenses are cut by businesses
and private travelers alike’,

Given his doanibeat outlook it is not sur
prsing Spaclt highlights defensive sectors.
‘Winners are likely to oome froim seclons
less touched by meceml cconomic cvenls.
The food industry is believed to be fairy
meoession mresistant; the same can be sasd
for pharmaceuticals. While selected come-
panies may underperform as prces drop
andd profit mangins slip, the wordd's populs
ticn continues to increase amd basic necds
for food and medical care are likely to
mcrease,’ he says.

The forex man also throws in one wakd
canl: “The sector which could excel above
all others may well be the construction
sector, as many of the stimulus packages
announced will go mto the renovation and
wpersde of the presest infrastrecture,
Thits sad, ot 15 vet to be seen if such efforts
can make up for the much lower out pat of
housing. It wall also mean that the only
companies (o benefit are the ones which
are able to switch from bulding cheap
houses to complicated stractures such as
bradees, tunnels or railroads’,

Broad horizons

The UK's economic woes have also
prompted many investors to look farther
afickd for profit opportunities, according
to Howanl., “We witnessed a strong focus

o overseas investment in 2008, aml this
15 a tremd that lookis set to continue. The
resulls of the TD Waterhouse Investor
Confidence Index - an independent sur
vey o gauge cument investor confidence -
showed that 38% of espondents wene
most likely to invest in Asia whike 31%
would invest in the US,

‘People have been tippang far castem
markets such as China becouse they have

there certainly are

stocks worth
buying now

high levels of personal savings com-
pared 1o cur defiols,” continues Howanl,
“On the Mip side, these economies also rely
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on exports and could find they sulfer from
the knock on effect of a recession in the
Wost, However, many predict that bocase
the USAwas the first to expenence a down-
turm it ooukl also be the first to recover’,

The big picture

In swmmany it looks as il maciocoonomic
themes such as recession or recowveny,
inflation or deflation amd particularly
movements in interest rates look set to be
every bit as influential in 2009 as they
woere in 2008, Retums available on cash
are certainly a key factor so far as TD
Waterhouse's chents ane Conoermed,

‘One of the most notable changes we
have seen recently is a Might from cash,
imtdicating the Bank of England’s interest
rate cuts have prompled sivers to mome
back into the markets. [sas remain the
investment product of chowe but wath
Cash Isa rates declining on the back of the
recent ouls in base rate, stocks and shanes
Isas are becoming more attractive foe

those investors wanting o make the mast
af their Isa allowance for this yvear” sayvs
Ll Howand.

Spaelti beheves stock markets ane in for
another mough nde. “Stocks shoukd stay
umder pressure in 2000, Stick to sectors
that are belioved to be less affected by a
recession. Compared to o conventinal
wvestment portfolio, exposure 1o stocks
shioubil be weizhted mousch kaver than usual.

A good allernative imvestment is
currency trading. With the advan-
tage of being as lguid as cash it has
good potential for gains. Curmency
tracdinge is a volatile business and
risks of overleveraging are high for
an untrained investor, so adopt the
most conservative strategy vou can

fuml,”

Uncertmnty over the economy and cor
rorate profits coukd easily mean investors
prove reluctant to et the farm on equi
ties, Paul Howand savs: “We huve also
noticed a nse in trading of government
and corporate bonds, both within Unat
Trusts amd on a selfselect basis.
Government  and  corporate bond
investors wall be dreading cuts in the cred.
it rating of their bond's issuer durng the
next year = the most likely negative influ-
ence on bond prices in this penod of low
interest rates’,

Spaelti 15 not so sure this is the way for
wanl, ‘Stay clear of bomds and in particular
L'S Treasunes, with yvielids at all-time lows,”
he urges. "Government debt increases
worldhwade, amd additional bond issues ane
planned. For how long wall investors contine
e 1o bend money for so hittle retum? There
is high probability of an interest rate hike
sornetione in late 2009 which wonkl semd
Dowul markets lower’,

‘Ultimately; diversification is the key to
any good investment portfolio, savs
Howard, “and as we have previously men-
tionesd our customers are still walling to
invest in equities = espedally in overseas
markets, Investors are taking a mone cou-
tions aml considersd approach to their
portfolios by combining nsk to mde out
the present economic climate,”

Halifax Share Dealing's Concannon
concludes on similar lines, adding:
[Portfolio stratesy] would depend on
an imdividual's arcomstances, However,
investing wisely through research and
analysis and being clear on your invest-
ment strategy is likely to result in a
mixed portfolio where exposure to nsk
15 managed,” B



