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The main cause of this lag has been the rebound in sterling from previous lows,  
which has lowered the value in pounds, shillings and pence of overseas earnings – 
which comprise more than 70% of the profits of UK-listed shares. 

This rebound looks fragile to us. The chaos surrounding the UK government’s  
Brexit negotiations, the weakness of the Conservative Party’s minority administration 
and the continuing twin trade and fiscal deficits are all likely to weigh on sterling in the 
medium-term, let alone the implications on the UK economy caused by uncertainty 
around Brexit. We’re not inclined to add further to UK assets, where we’ve been 
underweight for a considerable time. In fact, if anything, we may use the UK as  
a further source of cash on a tactical basis as we see a pull-back in European  
or emerging markets.

But outside the UK, the global economy is moving ahead nicely. Growth in the  
US continues at a steady pace, despite the lack of stimulus from President Trump’s 
stumbling agenda. In Europe nearly all indicators now look positive, even in previously 
laggard economies such as Italy. Chinese growth is also moving ahead in-line with 
expectations, with latest data looking positive. This comes despite recent moves  
there to tighten monetary conditions and curb bubbles in the housing and shadow 
banking sectors. With the three major regions of the world moving ahead in a 
synchronised fashion, it’s no surprise that data from Japan is also reasonable,  
and that emerging market economies are performing well too, in the main.

We have commented before that this growth – not too hot and not too cold – is  
akin to a Goldilocks scenario. Benign inflation data, which keeps the lid on interest  
rate rises, and only very gradual tapering of quantitative easing and central bank 
balance sheets, means ample liquidity for asset markets, and nearly double digit  
company earnings growth across the globe. In turn this means that equity valuations, 
while on the high side especially in the US, can be sustained for the time being, 
in our view. We would look to add further to equities on any meaningful pull-back,  
although we don’t expect anything too severe. Our preferred markets for this at  
the moment would be in Europe and emerging markets, where valuations make  
the most sense to us.

UK rebound looks fragile
From the UK’s perspective, domestic market conditions appear somewhat choppy. While other equity markets are 
making all-time highs, led by the S&P 500 in the US, here the FTSE 100 continues to look to break from its recent 
range. Its all-time high was back in May ’17.  
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We remain unexcited by government bonds, which yield too little to attract us. Corporate bonds have some attractions compared 
with governments, and we’re carefully selecting strategic bond fund managers we think can extract the maximum risk adjusted 
returns across the fixed income spectrum for our clients.

In the meantime, we’re deploying some cash into what we view as secure alternative assets, where modest returns and relatively 
low volatility look attractive to us.  

We’ve enjoyed a steady year so far for investment returns, and with high valuations we wouldn’t expect the scale of future gains  
to be spectacular from here. However, by the same token we struggle to identify a catalyst that might prompt a sharp deterioration 
in outlook at the moment, even if we remain vigilant in searching for one. For now, we want to continue to participate in gently  
rising markets.

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 atlernatives 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 July 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.

canaccordgenuity.com

United Kingdom 
41 Lothbury 
London 
EC2R 7AE

T: +44 20 7523 4500

Isle of Man 
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Isle of Man 
IM1 4LN

T: +44 1624 690100

Guernsey 
Trafalgar Court 
St. Peter Port 
Guernsey 
GY1 2JA

T: +44 1481 733900 

Jersey 
PO Box 3 
37 Esplanade 
St Helier 
Jersey 
JE4 0XQ
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