
Financial Outlook 
Predictions for 
2017

How did we fare? 

This time last year we revealed 
some of our predictions in our 
Financial Outlook for 2017. Upon 
review, we are pleased to say 
that we have been successful in 
correctly predicting many of the 
key investment trends in 2017. 
Read on to find out more. 



Our prediction 
The FTSE 100 share index stood at 7,142 on 31 
December 2016. Our view was that performance 
of the FTSE 100 index would surprise on the 
upside and that the index would breach 7,500 
by the end of the year. This view represented an 
expected return of 5% before dividends.

FTSE 100 Share Index 

What actually happened? 
The FTSE 100 index did indeed increase. After 
a disappointing performance in November, 
the index recovered to breach 7,500 on 18 
December and continued it’s meteoric rise to 
close at 7,687 on the last trading day of 2017. 

Our prediction 
was spot on!



Our prediction 
The FTSE 250 share index stood at 18,077 
on 31 December 2016. Our view was that the 
performance of the FTSE 250 index would surprise 
on the upside and would breach 20,000 by the 
end of year. This view represented an expected 
return of 11% before dividends.

FTSE 250 Share Index 

What actually happened? 
The FTSE 250 index did indeed increase. The 
index breached 20,000 on 3 October and 
finished 2017 at 20,726. 

Our prediction 
was spot on!



Our prediction 
During the course of 2016, the index representing 
the UK banking sector under-performed the 
FTSE 100 share index (total return) by 6%. Our 
view was that bank shares would benefit from 
the evolving economic back drop and as a 
consequence out-perform the main index over 
the course of 2017.

FTSE All Share Banks Index Relative to FTSE 100 Share Index

What actually happened? 
The total return of FTSE All Share Banks index 
did indeed out-perform that of the FTSE 100 
share index (by 4%).

Our prediction 
was spot on!



Our prediction 
During the course of 2016, according to the 
Halifax Property index, the average price of a 
home in the UK increased by 6.75%. Our view 
was that despite the continued lack of supply, 
house price growth would moderate and not 
exceed 5% over 2017.

UK House Prices - Halifax Property Index 

What actually happened? 
The Halifax Property index indicates that the 
average UK house price increased by 3.25% in 
the 12 months to November 2017. 

Our prediction 
was spot on!



Our prediction 
Sterling had been weakened by the result of the 
EU referendum and the US dollar was riding high 
in the aftermath of the election of President 
Trump. As a consequence, £1 was equivalent 
to only $1.23 at the end of 2016.  Our view 
was that sterling had been oversold and that 
financial markets were too pessimistic about the 
impact of Brexit on the UK. We predicted that 
the exchange rate would recover to $1.35 by the 
end of 2017.

Pound to US Dollar Exchange

What actually happened? 
The pound did indeed gain strength relative to 
the US dollar and ended the year at $1.35 as 
we predicted. 

Our prediction 
was spot on!



Our prediction 
This time last year, the latest published figure 
was for November 2016, at which point CPI was 
running at an annual rate of 1.2%. Our view was 
that inflation would rise sharply as a result of 
sterling’s weakness. We predicted that inflation 
could rise to 4% or more.

UK Consumer Price Inflation - CPI

What actually happened? 
Inflation did indeed rise sharply, but not quite 
as much as we predicted. CPI doubled by the 
summer and had risen to 3.1% by November 
2017. Our prediction 

was on trend!



Our prediction 
Following the Bank of England’s (MPC) decision 
to cut the rate in the aftermath of the EU 
referendum, the Official Bank Rate (formerly 
known as base rate) stood at 0.25%. Our 
view was that although it would be adversely 
affected by uncertainty,  the UK economy would 
nevertheless perform better than expected and 
that this would give the MPC confidence to 
increase the Bank Rate to 0.75% by the year end.

UK Bank Rate 

What actually happened? 
The Bank Rate did indeed increase, but not 
as much as we expected, ending the year at 
0.50%. MPC minutes published by the Bank of 
England signal a greater appetite for increase 
in 2018. Our prediction 

was on trend!



Our prediction 
Yields on gilts (British Government securities) 
have been artificially low since the financial 
crisis because prices have been inflated by 
both quantitative easing and a historically low 
Bank Rate. The benchmark annual yield stood 
at 1.5% at the end of 2016. Our view was that 
the combination of rising inflation and rates of 
interest would drive the yield higher (by prices 
falling) to the extent that the benchmark yield 
would increase to 2.5% by the year end.

Benchmark Annual Redemption Yield on 10-Year Gilts 

What actually happened? 
The benchmark yield actually fell to 1.25% 
by the end of 2017. We underestimated 
the impact of the European Central Bank’s 
quantitative easing which, although focused 
on the purchase of bonds domiciled in the euro 
zone, has supported the price of UK bonds.  

We got it 
wrong


