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Since the Brexit Referendum last year, we seem to 
be either going into or coming out of an election 
somewhere, either here in the UK or elsewhere in 
the world.
Our own General Election is now less than three weeks away, 
and the question is looking less like “who will be our Prime 
Minister?” and more like “will Mrs May hold the sort of majority 
enjoyed by Mrs Thatcher in 1993 (144 seats) or even by Mr Blair 
in 1997 (179)?” 

Having said that, we have all learned that we cannot take these 
things for granted. Brexit and Donald Trump are proof of that. 

Therefore, a different question to ask is, does holding a General 
Election mean anything when it comes to our investment 
decisions? Let’s consider this around the following three 
different propositions:

1. Short term investing

2. Long Term investing

3. Diversification

Firstly, let’s look at the short term investing position. Elections 
provide uncertainty and that is something the stock markets dislike. 
Those who work in these markets are interested in economic data, 

long term trends and risk analysis. Whilst there is still an element of 
unknown here, it is manageable (a ‘known unknown’). 

Elections bring a different dimension to the market. They make 
people nervous, there are discussions around ‘what if ’ scenarios 
and everything becomes a little edgy. This General Election is 
slightly different, with one positive factor being the expected 
result, which naturally makes for fewer ‘what ifs’ and one slightly 
negative factor being Brexit. The Government has consistently 
pushed back against revealing too much in advance about its 
negotiating position with the EU. Any information offered in 
this matter whilst campaigning feels as though it would have a 
negative effect on our position.

Against that, of course, a hardening of our stance, as seen 
recently from Mrs May after her post EU lunch, certainly has the 
effect of wooing voters, so we may have to take any discussion 
around our position with a pinch of salt. At times like this, 
politicians tend to say what they need to say to win votes.

So, in the short term, things can be a little nervous. 

But what about the long term? Probably the best guidance we 
have had concerning this comes from one of our key investment 
partners, Rathbones, when they found, as stated in a recent article:

‘…no evidence that general elections over the last 50 years have 
had any immediate impact on the business cycle. Even the more 
flighty, survey-based indicators of consumer or business confidence 
are invariably unfazed. Neither do we find that general elections 
impact economic uncertainty, which explains why they do not slow 
down the cycle in their run up. Financial market volatility does 
not tend to rise around general elections either and UK markets 
do not tend to underperform.’

We are all aware that markets rise and fall. Different ‘colour’ 
Governments may mean different things to different people. 
However, all the UK stock market is really worried about is the 
strength of the UK Government as a whole, irrespective of who 
leads it. Whoever wins this election is sure to be stronger, simply 
by the fact that the Government now has a mandate provided 
by the people with a five year time frame to work with. This puts 
the UK in a better negotiating position, whether in discussions 
with the EU or any other potential international partner.
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Finally, we have to remember that it is not all about the UK. This 
is where diversification fits in.

In most instances, the biggest asset holding is traditionally UK 
equities. Nevertheless, it should not be forgotten that most 
portfolios will have many overseas equities in their portfolios as 
well as gilts, corporate bonds, commercial property and other 
esoteric investments.

Therefore, the UK General Election, whilst important in 
world affairs, is not the “be all and end all” for most people’s 

investment portfolios, simply because they are protected by 
their asset allocation. Now, take this further and consider that 
many of the top 100 Companies in the UK achieve the majority 
of their earnings not from the UK, but from overseas. Now 
you start to see that the UK General Election could directly 
affect only a small portion of your portfolio. It is this diversity 
that protects your portfolio and that is exactly the reason we 
encourage and endorse discretionary investment management. 
This has the particular advantage of active management which 
provides risk controlled asset allocation managed dynamically.

The above highlights the one key factor in all of this. Elections 
have come and gone, we have “Blue” and “Red” Governments 
(and even one multi-coloured one), but still the stock markets 
continue to provide consistent long term returns for those who 
are prepared to sit tight.

So, with more election talk on the news, the ‘joy’ of televised 
debates, and polls telling us all sorts of information, the only 
thing we can confidently say is that now is NOT the time for any 
form of knee-jerk reaction. We continue to work closely with 
our investment partners and continue to be advocates of long 
term discretionary investment management.

So, why let something like a General Election get in the way of 
that? 


