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 Press Release          14/01/09                                                     

January sets the tone for UK share prices 
The performance of UK shares in January is a leading indicator of how the UK stockmarket will perform over the rest of the year, according to new research by Halifax Financial Services. Over the past thirty years, the performance of UK shares in January has mirrored the performance over the rest of the year on 20 out of the 30 years, a success rate of 67%.  

January boasts an 85% success rate in predicting share price increases over the year

Over the 30 year period to 2008, there were 20 occasions where the FTSE all share index rose in January.  In seventeen of these years (85%), UK share prices went on to increase over the remaining 11 months of the year.

Martin Ellis, chief economist at Halifax Financial Services, said 

"During the past thirty years, the performance of UK shares in January has provided a useful barometer of how the UK stockmarket is likely to perform over the remainder of the year. The so called 'January effect' has become particularly apparent when suggesting share price increases."

"Encouragingly, UK share prices rose by 1% during the first week of trading in 2009. If this trend continues for the remainder of the month there is real chance that 2009 will be a good year for the UK stockmarket based on what has happened in the past."

Only three years with a positive January saw negative returns for the rest of the year 

Just three out of the 20 years - 1987, 1994 and 2001 - that experienced a positive January subsequently recorded a negative return over the following 11 months. All three years coincided with unforeseen major events later in the year that significantly impacted on UK share prices. In 1987, stockmarkets around the world crashed on 19th October 1987 when UK share prices fell by 20% over the course of two trading days. Contagion effects from the Mexican Peso crisis contributed to a 10% fall in share prices in 1994. The 9/11 terrorist attacks in the US depressed share prices across the world with FTSE all share index declining by 10% in September 2001. 
UK shares produce an average 9% increase after January rise
The average return over the remaining 11 months of the year was 9.4% in the 20 years when the FTSE all share index recorded an increase in January. The largest return was in 1999, at 20.3%; following a 0.8% increase in FTSE all share index in January of that year. The recorded second highest return was in 1986 (20.0%) followed by 1983 (19.1%).

January delivered early warning of 2008 stockmarket turmoil

January gave an early indication of the troubles to hit the UK as well as global stockmarkets over the course of 2008 with an 8.7% fall during the opening month of the year.  This was the second largest fall in UK share prices in January over the past 30 years. The following 11 months saw a 26% fall in UK share prices as the financial market crisis and deteriorating economic outlook hit investor confidence.  

January records 33% success rate in predicting share price falls over the year

Between 1979 and 2008 a negative January was followed by a negative year on three out of a possible nine years, giving it a success rate of 33% in predicting share price declines. January 2003 (-9.1%) witnessed the sharpest fall during January over the past 30 years. The next 11 months, however, saw UK share prices rise by 28%; the sharpest rise in share prices over the past 30 years following a fall in January. 

FTSE All Share price performance – January vs February to December.  
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Table 1: FTSE all share performance: positive January, 1979-2008
	Year
	Dec
	Jan
	End yr
	January
	Feb-Dec

	1999
	2674
	2696
	3242
	0.8%
	20.3%

	1986
	683
	696
	835
	2.0%
	20.0%

	1983
	382
	395
	471
	3.3%
	19.1%

	1984
	471
	501
	593
	6.6%
	18.3%

	2005
	2411
	2441
	2847
	1.3%
	16.6%

	1980
	230
	252
	292
	9.5%
	16.1%

	1982
	313
	331
	382
	5.7%
	15.5%

	1997
	2014
	2088
	2411
	3.7%
	15.5%

	1991
	1032
	1036
	1188
	0.4%
	14.6%

	1989
	927
	1055
	1205
	13.9%
	14.2%

	1985
	593
	615
	683
	3.7%
	11.1%

	1992
	1188
	1228
	1364
	3.4%
	11.1%

	2006
	2847
	2929
	3221
	2.9%
	10.0%

	1996
	1803
	1842
	2014
	2.2%
	9.3%

	1998
	2411
	2537
	2674
	5.2%
	5.4%

	1979
	220
	224
	230
	1.5%
	2.8%

	1988
	870
	916
	927
	5.2%
	1.2%

	1987
	835
	903
	870
	8.1%
	-3.7%

	1994
	1682
	1746
	1521
	3.8%
	-12.9%

	2001
	2984
	3030
	2524
	1.5%
	-16.7%

	Average
	
	
	
	4.2%
	9.4%


Source: Datastream

Table 2: FTSE all share performance: negative January, 1979-2008
	Year
	Dec
	Jan
	End yr
	January
	Feb-Dec

	2008
	3287
	3000
	2209
	-8.7%
	-26.4%

	2002
	2524
	2496
	1894
	-1.1%
	-24.1%

	1990
	1205
	1167
	1032
	-3.1%
	-11.6%

	2000
	3242
	2976
	2984
	-8.2%
	0.3%

	2007
	3221
	3212
	3287
	-0.3%
	2.3%

	1981
	292
	289
	313
	-1.1%
	8.4%

	2004
	2207
	2187
	2411
	-0.9%
	10.2%

	1995
	1521
	1481
	1803
	-2.7%
	21.8%

	2003
	1894
	1722
	2207
	-9.1%
	28.2%

	Average
	
	
	
	-3.9%
	1.0%


Source: Datastream

Editors' Notes

All data sourced from Datastream, all stockmarket data based on the FTSE All Share index.
Data up until 9th January 2009

"This report is prepared from information that we believe is collated with care, however, it is only intended to highlight issues and it is not intended to be comprehensive.    We reserve the right to vary our methodology and to edit or discontinue/withdraw this, or any other report.  Any use of this report for an individual's own or third party commercial purposes is done entirely at the risk of the person making such use and solely the responsibility of the person or persons making such reliance.  © HBOS plc all rights reserved 2009"
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For further information please contact
Helpline No:     08456 6045404

Email:               Groupeconomics@hbosplc.com
ISDN facilities are available for broadcast media interviews
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