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However, there are also continuing rumblings surrounding the UK’s Brexit negotiations, 
worries over whether the US Congress will manage to raise the debt ceiling and 
prevent a US government shut-down, and concerns over President Trump’s perceived 
protectionism. All this comes against a tragic backdrop of continued global terrorism.

At least, at the time of writing, geopolitical uncertainty in Asia appears more stable, 
with North Korea’s Liberation Day holiday on 15 August passing without the feared 
salvo of missiles towards the US territory of Guam. 

Nonetheless, we’ve seen a typical risk-off move in markets. Having hit all-time highs 
a couple of weeks ago, equities have since fallen back, while government bond yields 
have gone down, credit spreads have widened and gold has gone up. Safe havens 
have been in vogue.

Is there any positive news for investment markets in light of increased  
geopolitical uncertainty? 

Economically, although there is some evidence of a slight slowdown in the velocity 
of growth in the US, Europe and China, the deceleration isn’t very abrupt and GDP 
momentum remains strong – at least by the standards of the current global expansion 
that started back in 2009. Unemployment is on an unequivocally downward path in 
the US and Europe, and in Japan exports are beginning to gain traction. In China,  
the authorities are managing the economy carefully in advance of the autumn 
Communist Party Congress. 

The UK remains a stand-out for its weaker growth, as uncertainties over Brexit and  
an exhausted consumer depress spending. Of course, the UK represents less than  
4% of the global economy, so weak performance here doesn’t move the dials very 
much at the global level.

In the face of this slight slowdown, and bolstered by softer-than-anticipated inflation, 
central banks look less likely to increase interest rates at the previously expected 
rhythm. As such, odds on a rise in the US Federal Funds rate in December have 
fallen to 30% and are effectively zero for next month’s meeting. Although it remains 
probable that some action will be taken in the near term to start the reduction in the 
Federal Reserve’s balance sheet and that the European Central Bank may publish 
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plans to taper its Quantitative Easing (QE) programme, liquidity remains abundant and interest rates should continue to stay at  
low absolute levels for a long time yet. In the UK, the pressure is off the Bank of England to raise rates, with poor growth and 
inflation less of an issue than before.

All this provides a supportive framework for financial markets. It’s true that government bond yields offer little absolute value,  
with the ten-year UK gilt yielding just less than 1.1%, and there are areas of high valuations in equities – especially in the US. 
However, we’re seeing steady, if unspectacular, economic growth translate into solid increases in earnings. Further, with bond  
yields looking range-bound, the relative valuation of equities continues to stack up.  

In this environment, we’re looking for opportunities to add further to emerging market exposure in Asia, rather than in the 
resource dependent economies. As noted earlier, valuations are relatively supportive here. However, with geopolitical uncertainty 
at elevated levels, we’re waiting for a better entry point before proceeding with this move. Elsewhere, we may consider allocating 
further away from fixed income and into alternatives, where we’re actively researching new ideas to provide robust risk-adjusted 
returns to our clients.

This article was written for you by Richard Champion, our Deputy Chief Investment Officer.
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 Asset class positioning - - - = + ++ Outlook

Alternatives Viewed as a way of moderating portfolio risk at a time of high equity and bond valuations.

Bonds (Govt) Yields seem to be stuck in a range, reducing the sell-off risk, but overall returns are  
not attractive compared to other asset classes.

Bonds (Other) Greater opportunities would appear to be available for strategic bond managers, but  
liquidity in certain segments needs to be monitored.

Commodities US dollar moves, reduced demand and supply-side response will restrain prices although  
a partial recovery has taken hold.  

Equities Equity markets remain highly valued but are supported by reasonable economic  
growth feeding into earnings expectations.

Property (direct) Yield, rather than capital growth, should be viewed as the primary reason for investment.

Cash Cash levels are back nearer to neutral following an increase in alternatives exposure.

 Equity allocation - - - = + ++ Outlook

Emerging markets Emerging markets have rallied strongly this year, but remain cheaper than most  
other equity areas.

Europe Euro area political fears now seen as abating. Cyclical recovery taking hold. Some  
opportunities arising, especially in financials.

Far East Valuations appear cheap; China and global trade are key to the region's outlook.  
Chinese debt levels and housing bubble are a concern.

Japan Recent economic developments have disappointed but stock market offers value and  
specific sectors of corporate Japan are in good shape.

North America Valuations are high, but economic and earnings momentum is strong; some thematic  
exposure is also still warranted.

Sector specific US healthcare and infrastructure are attractive sectors.

UK Stockmarket has been boosted by a weaker currency, but fundamentals have deteriorated.

Currency allocation - - - = + ++ Outlook

US dollar Has come off highs. Interest rate backdrop and safe haven status continue to provide longer-
term support to the dollar.

Euro Euro has bottomed as political risk is seen as less of a headwind, although recent moves may 
be too far too fast.

Sterling Sterling likely to remain weak due to Brexit negotiations, after a recovery post the election on 
hopes of a ‘softer’ approach to leaving the EU.

“=“ Weighting within 1% of benchmark. “+ / -” Weighting between 1% to 5% away from benchmark.   
“- - / + +” Weighting in excess of 5% away from benchmark.

Our investment views as at August 2017

The view in this table refers to our balanced, risk profile 5 model portfolio. This risk profile has a benchmark with 57.5% in equities, 
35% in bonds, 5% in alternatives and 2.5% in cash.
Indicative positioning of £ ‘balanced’ portfolio.
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 How can we

help?

Important information 

Investment involves risk. The value of investments and the income from them can go down as well as up and investors may 
not get back the amount originally invested. The investments described in this brochure may not be suitable for all investors. 
Investors should make their own investment decisions based upon their own financial objectives and financial resources and,  
if in any doubt, should seek advice from an investment adviser.

Any tax benefits depend upon the investor’s individual circumstances and clients should discuss their financial arrangements 
with their own tax adviser before investing. The levels and bases of taxation may be subject to change in the future.

This document is for information only and is not to be construed as a solicitation or an offer to purchase or sell investments 
or related financial instruments. This has no regard for the specific investment objectives, financial situation or needs of any 
specific investor.

Canaccord Genuity Wealth Management (CGWM) is a trading name of Canaccord Genuity Wealth Limited (CGWL) which is a 
wholly owned subsidiary of Canaccord Genuity Group Inc.

CGWL is authorised and regulated by the Financial Conduct Authority (registered number 194927), and has its registered office 
at 41 Lothbury, London, EC2R 7AE. CGWL is registered in England no. 03739694. 

CGWL is a member of the London Stock Exchange.

CGWM does not make any warranties, expressed or implied, that the products, securities or services mentioned are available 
in your jurisdiction. Accordingly, if it is prohibited to advertise or make the products, securities or services available in your 
jurisdiction, or to you (by reason of nationality, residence or otherwise) then such products, securities or services are not 
directed at you. 

The products and services offered by CGWM in the UK may differ from those offered by other Canaccord Genuity Group Inc. offices.
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