Liz Truss and the three P’s;
politics, portfolios and perspective

20 October 2022 Politics
There's a Taoist proverb; “The candle that burns twice as bright, burns half as long”.

AUTHOR Liz Truss’ time as Prime Minister was basically a flash fire — over quite quickly, but
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. causing a lot of damage while it burnt.
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Strategist The chart below shows her 44 days in office, and the price movements of the 40 year UK

inflation-linked bond. Technically, the bond ‘only’ lost 15% in value over the course of her
time in Number 10 (although that's not exactly a five star review...).

But really the story has been about the journey. For the debt of an established Western
democratic nation to fall and rise by double and triple digit percentages multiple times
over a six week period is unprecedented. It leaves the next holder of the office an even
harder task than Truss was faced with — all of the previous challenges remain (inflation,
energy prices, growth, climate change, healthcare) but with the added issue of a lack of
confidence - from financial markets and from the electorate.
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Since the beginning of summer, we've had four chancellors, three home secretaries and
two prime ministers. And we're not even done yet. By the end of next week those tallies
will change again. It's too early to say what the next iteration of UK government will look
like. While we only have to wait a week, as we keep finding out, that can be a loooong
time in politics.

Portfolios
From an investment point of view, nothing changes for us. We've repeated these
messages a lot this year, but they're still just as true.

Our portfolios are structurally diversified away from UK exposure. As we've said time
and time again, having all of our eggs in one basket has never been our approach:

« Currency: Holding foreign currency offers protection against specific local shocks -
whether natural disasters or political uncertainty. In our Balanced portfolios, 40% of
the portfolio is in non-Sterling currency. We can (and do) tactically increase or decrease
this weight if needed - but it's certainly a reassuring starting point.
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« Equity: Our equity holdings are also extremely diversified; only around 10% of the sales of the companies we hold
comes from the UK - the economic health of the global economy is far more important to returns.

« Bonds: Similar to our equity positions, our bond holdings are also globally diversified. In a balanced portfolio, around
2% of the total portfolio is in UK-based fixed income securities, and even in the Cautious profile, the overall weight to UK
bonds is less than 10%.

Perspective
It's always hard to keep perspective. | like to keep the chart below up to date (haven't quite done so for Liz Truss’ exit, but
you'll see her entrance on there). It shows the long-term growth of markets since 7IM began managing money.

A lot happens in the world. Lots of it can seem scary. Terrorist attacks, wars, diseases, elections and natural disasters.
You'll see them all below. And they all feel terrifying.

But there’s a lot of good news too. And it's that which keeps things moving, and keeps markets rising in the long term.
So I've included some of the positives as well. The sequencing of the human genome. The launch of the iPhone. Peace
treaties. The birth of Instagram (there’s probably good and bad in that one...).

If you're invested globally, time is a great healer. And our process does just that.

Growth of £10,000 invested in S&P 500

£50,000 | Eacenook taunches Instagram launches Us-Cuba relations return Xi Jinping granted status of WHO declares £33,564
to normal after 54 years “President for Life" of China COVID-19 a pandemic
Hurricane Katrina hits Portugal bailed out Queen Elizabeth Il dies
New Orleans Federal Reserve arranges takeover oy EU and IMF China stock market crashes
£45,000 of Bear Stearns by JP Morgan Detroit, Michigan files
Deepwater Horizon ol spill for bankruptcy UK elects Joe Biden elected
Indian Ocean earthquake Conservative government US President
and tsunami kills 200,000 US credit rating Donald Trump elected Federal Reserve cuts
£40,000 North Korea conducts Barack Obama is elected downgraded from AAA US President interest rates for the
first-ever nuclear test as US President first time since 2008
London tube and Russia annexes Crimea
bus bombings i Oil price hits 14 year low s
9 Ireland bailed out by EU and IMF p v First casaof COVID-19
£35,000 London Bridge in Wuhan, China China tech
SWISSfFranEe depegs terrorist attack crackdown begins
European Union Swine flu outbreak Hurricane Sandy hits US rom Euro Canada legalises
adds 10 member states  Pluto declassified cannabis ‘ | I
£30,000 as a planet ) Brexh vate Liz Truss becomes
Arab Spring begins Ebola epidemic Prime Minister of UK
BNP Paribas blocks in West Africa o
withdrawals from hedge funds oviD-19
with sub-prime mortgages in Worst power outage in Volkswagen diesel acEine
£25,000 . ""“T”t"z""’e" Haiti earthquake Kills history leaves 600 million emissions scandal i iy
1S poste over 300,000 without power in India ) Pfizer-BioNTech
Human genome GDPR introduced ) |
£20,000 fully sequenced Japanese earthquake el L Oil prices turn negative
' RBS bailed out by UK Government and tsunami
T . N
witter launches Treaty of Lisbon comes s Final videocasette Boris Johnson becomes Eastern Ukraine
£15,000 into force in EU EEmEEsitliEy recorder manufactured UK Prime Minister [
l US Capitol stormed
l by Trump supporters
iPhone is released
i Space-X successfull
£10.000 inthe US 4| Syrian Civil War begins pmlandsa e Y UK formally withdraws from EU ‘ l
General Motors and e l US Federal Government shutdown e
Ford downgraded to "Junk" I ! North Korea fires missiles it el
. Thomas Cook goes bankrupt
£5.000 l et e l e across the Sea of Japan g p )
' for bankruptcy SR Il Ever Given runs
Angela Merkel becomes Ui AEER Erei Rzt Gl payment to IMF aground in Suez Canal
bl off markets in 30 minutes Snap election held in UK US yield curve inverts
Chancellor of Germany
£-
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Source: 7IM, Bloomberg Finance L.P./7IM. Past performance is not a guide to future returns, chart(s)/data for illustration
purposes and are not for further distribution.

This piece is intended for educational purposes only and does not constitute financial or investment advice. Please
be aware that past performance is not an indicator of future performance and the value of your investments can
go up as well as down. Any reference to specific instruments within this article does not constitute an investment
recommendation.
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