
A hung par liament:government still in the balance

Summary – our point of view
Markets have not been pricing in a potential coalition so this could trigger a substantial bout of volatility where markets could swing 
between jumps and falls.

The increased uncertainty of a hung Parliament could lead to extended sterling selling.

We have been taking a cautious stance ahead of the election and have been adding to defensive positions – for example cash and gold – 
in portfolios in recent months given the recent uncertain global geo-political situation.

Spreading investments across a range of asset classes and fund managers will diversify your holdings and could help to provide 
a less bumpy ride for you and your investments.

  Company  
 view  Asset type  Comments

Equities

The hung parliament is likely to provide a negative outlook for UK stability. This could lead to 
a weaker outlook economically and weaker equity markets as there will be a more uncertain 
scenario, although a weaker sterling may offset this. We have a neutral stance on equities in 
general, but an underweight position in UK equities due to high valuations as well as Brexit and 
broader political concerns.

Fixed Income
The bond market may weaken on the uncertainty implied by a hung parliament. We expect 
the immediate reaction to be lower bond prices. The offsetting factor is that there could be 
the possibility of a softer Brexit, which may be seen as a positive for the economy.

Property

While a weaker currency could be good news for certain parts of the UK property market that 
attract overseas investors, the uncertain economic outlook could weigh on the broader property 
market. We could see potential rate rises taking longer which could be good for property in the 
short and medium term as property would continue to be attractive relative to lower yielding 
cash and UK government bonds (gilts). Overall a balanced outlook.

Alternatives
Alternative investments’ returns should not be directly affected, as they are less sensitive to the 
economic environment. However, weaker sterling may drive further inflation and may be supportive 
of real assets that have inflation-linked cash flows such as infrastructure and renewable energy.

£ Cash

We have been increasing cash across most of our portfolios, from low levels at the beginning 
of this year to as much as 5% today. This increase in cash is in keeping with our cautious stance 
around the UK election and other geopolitical issues as well as being a prudent move, 
taking some profits following recent market gains.

Please note that this is just Architas’ view on what might happen to markets. We would always recommend that you seek financial advice before 
making any investment decisions. When we are positive about an asset class we categorise them as overweight   and may look to increase our 
allocation to this asset in our portfolios. Conversely when we are negative about an asset class we classify them as underweight   and may 
reduce the allocation. Finally neutral  means that we are not positive or negative.
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No party has an overall 
majority – or more 

seats than all the other 
parties put together.

WHAT’S NEXT?

Whichever party secures 
the working majority 
(having more seats than 
the other parties added 
together, plus one) will 
elect a new Prime Minister.

The slight possibility 
of an election re-run 
shouldn’t be discounted.

After a working majority 
is confirmed, the debate 
will shift to Brexit 
negotiations, which are 
due to start  19 June.

The Conservatives or 
Labour are likely to engage 
in a lot of bargaining to 
secure a coalition which 
could take some time.

The value of investments, and any income, 
can fall as well as rise and is not guaranteed – 

investors could get back less than invested. Past 
performance is not a guide to future performance.
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