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After a strong start to the year for
global financial markets, May brought
a reversal to the positive trends enjoyed
by markets following the sell-off leading
up to Christmas 2018. A number of
risks had risen over the last few months,
but the simple truth is that markets’
performance in the opening months
of the year had become increasingly
disconnected with the worsening economic
environment and growing risks.
After a strong start to the year for global financial
markets, May brought a reversal to the positive trends
enjoyed by markets following the sell-off leading
up to Christmas 2018. A number of risks had risen
over the last few months, but the simple truth is that
markets’ performance in the opening months of the
year had become increasingly disconnected with the
worsening economic environment and growing risks.
Going forward there are still an array of issues that
need to be resolved before we can sound the “all clear”
for risk assets. From a headline perspective, economic
growth around the world is slowing. Whilst calls for a
“recession” might be premature, there is clear evidence
of the global economy gliding down to lower structural
rates of growth, which is totally in line with our long
term forecasts. “Are recession risks real?”, is the
question we should be asking ourselves. Certainly they
are higher than they have been for many years, with
the cyclical factors of companies losing confidence,
tariffs impacting business decisions mixing with
the structural issues of heavy debt loads across the
developed world and unhelpful demographic trends.
Europe is the key example of these structural and
cyclical issues and that is why growth there has stalled
and asset markets in the region have underperformed.
We remain highly sceptical about the economic
outlook for Europe and have been very selective in
our approach to choosing investments in the region.

Tom Becket
Chief Investment Officer

The threat posed by the US-China trade war is
the clear and present danger for investors and
our view has been that while a deal will emerge,
“Pandora’s Box” has been opened and a new
“Cold War” has broken out by the two leading
global economies. This will both add to the
economic uncertainty and undermine confidence
after a long period of globalisation. These
deliberations and the emergence of other tariff
issues are a major factor behind our lower than
consensus views on global economic growth.
The most recent move that we have taken within
our client’s portfolios has been to marginally reduce
risk after a very strong start to the year for global
asset markets. The recovery we have seen so
far this year reflects the fact that asset markets
became “oversold” at the end of 2018 and they have
bounced back this year, aided in no small part by
some soothing comments from central banks who
have promised further support, with comments
in recent days suggesting that policy loosening is
imminent. This help might well prove necessary
later this year, as most economic evidence we have
seen over the last few months is hinting at a global
economic slowdown. We hope that the downturn
we are currently experiencing gives way to an
improvement as we head through the year, but for
now we continue to be very “open-minded” and our
investment strategies remain balanced and diversified,
reflecting a higher level of uncertainty both at home
in the UK and across the global economy, as a whole.
Our view on the UK has not changed in recent months.
The Brexit negotiations have proven to be every bit as
difficult as we imagined they would be in the summer
of 2016 and getting a deal across the line that is
satisfactory to all parties is still proving extremely
challenging three years after the UK’s decision to
leave. As yet it is impossible to predict a certain
outcome on the negotiations, even if we believe that
the eventual conclusion will be some form of “soft
Brexit” with a deal being struck between the UK and
the European Union. Where we can have continued
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certainty is our positioning in UK assets. At a time
when we can have no certainty over the outlook for
the UK economy we have put further emphasis on
evaluating the prospective risks and rewards of each
of the investments we own in our domestic market.
Amongst our domestically facing equity exposure
we have confidence that the valuations of such
investments already discount a challenging future for
consumer spending and business investment in the
UK and offer plenty of potential for recovery in the
coming years. Many of the investments we hold in
the UK derive most of their profits from international
markets, ensuring that they are relatively immune

from any uncertainty in the UK. We also remain
confident over the outlook for our various corporate
bond investments we own in the UK and admire the
fact that the vast majority of the companies whose
bonds we own are cautiously positioned, ensuring
that the risk of defaulting on their debt is low. At
the same time we continue to work closely with the
fund managers that we outsource our investments
to and ensure that we are kept fully updated on
any shifting views or investments in the UK.
Tom Becket
Chief Investment Officer

For further insights from our CIO Tom Becket on the topic of de-globalisation check out our
latest video blog series on why The Investment World As We Know It Has Changed
Please visit psigma.com/psigma-voice
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Important information:
This document is prepared for professional advisers and is intended to provide information only. The information contained within this
document has been obtained from industry sources that we believe to be reliable and accurate at the time of writing. It is not intended to
be construed as a solicitation for the sale of any particular investment nor as investment advice and does not have regard to the specific
investment objectives, financial situation, capacity for loss, and particular needs of any person to whom it is presented. The investments
contained in this document may not be suitable for all investors.
Investment Risks:
•	The value of investments and the income from them can fall as well as rise. An investor may not get back the amount of money that he/
she invests. Past performance is not a guide to future performance.
•	Foreign currency denominated investments are subject to fluctuations in exchange rates that could have a positive or adverse effect on
the value of, and income from, the investment.
•	Investors should consult their professional advisers on the possible tax and other consequences of their holding any of the investments
contained in this publication.
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Conduct Authority. Registered in England and Wales No. 5374633. FCA Registration No. 478840. Registered office: 11 Strand, London
WC2N 5HR. A Punter Southall Group Company.

