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Election Result

What a mess! Theresa May called this election to strengthen her hand in Brexit negotiations and her
gamble has left the Government even weaker than before. Our guess is that she will cobble together a
majority with the DUP, the Ulster Unionists, but even this will only leave her with a wafer thin majority. Given
the polarised views on Brexit across the political spectrum, it is difficult to imagine the new Government
holding together for long.
Markets have opened this morning in a muted fashion. Sterling has weakened by 2% in the foreign
exchange markets and this has helped lift the value of the international blue chips listed in London. The
FTSE 100 is up by around 0.5% as a result, although the more domestically focused mid-cap index has
fallen by 1%.
Last year we reoriented our portfolios away from domestic UK equities towards international equities, so
we are fairly insulated from the uncertainty that this election result will create. As we wrote in April when
May called the snap election, the election does not change our views on the UK. The critical events over the
next 12-18 months will be the progress made in the Brexit negotiations. As we expected, these are shaping
up to be tough and at times issues will appear unresolvable. We don’t know how these negotiations will pan
out in the end but there will be periods of unsettling news for markets to digest. While this process
continues, we remain very selective in our UK equity positioning.
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