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After the shock of the EU Referendum result in June came the awe of all major 
indices producing positive results in July. In the UK, the market recovery of late 
June continued. Having already risen above its pre-Referendum level by the end of 
June, the FTSE 100 Index advanced a further 2.3%. 
 
The FTSE 250 index of medium-sized UK companies significantly outperformed 
their large cap counterparts, returning 5.1% over July, finishing the month roughly 
where it was as the UK went to the polling stations on June 23rd (though some 
sectors are still well below these levels). The index of smaller UK companies 
produced a return of 5.9%. 
 
Market commentators make much of how these (more domestic-facing) companies 
more accurately reflect the real UK economy, many downplaying the prospects of 
mid cap stocks making headway in the short term. However, it should be 
recognised overseas earnings still represent 50% of total income for the FTSE 250, 
and with stocks in some sectors looking oversold, some UK equity managers now 
feel there are bargains to be had. 
 
Political risk in the UK has eased for the time being with Theresa May assuming the 
role of Prime Minister, though there will be prolonged negotiations and 
uncertainty for some time as the UK agrees terms with the EU for its departure. 
Article 50 is unlikely to be invoked before the new year, and an extended period of 
uncertainty can bring with it speculation and market volatility. 
 
The Bank of England held back from any easing of monetary policy in July, and the 
base rate remained at 0.5%. There is growing speculation that interest rates will be 
reduced at this week’s meeting, but will a 0.25% interest rate cut really make that 
much of a difference? 
 
Overseas equity markets performed well over the month, with Japanese US and 
European indices returning between 3.4% to 5.5% in Sterling terms. Global 
markets seemed relatively unperturbed (for now) at the prospect of Brexit. 
 
We are mindful of the extent to which equity markets have moved forward over 
the last few weeks and the precarious state of markets and economies going 
forward. For that reason, we remain cautious of the short term risks but still 
consider equities to be more attractive than other asset classes over the medium 
term. 
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