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Global Asset Allocation View 

 
Equities 
 

Country View Rationale 

US 0 
Although we continue to like the US market from a bottom up perspective compared to the rest of the 
developed world, we have revised down our view to Neutral ahead of the November Presidential 
elections, and the volatility sparked by a data dependent Federal Reserve. 

UK 0 

Economic activity in the UK is decelerating, as the decision to leave the EU weighs on business investment 
and delays hiring and expenditure on consumer durables. However, the downturn is likely to be shallower 
than the initial kneejerk reaction, supported by an accommodative Bank of England, which should boost the 
competitiveness of the country’s export oriented companies.    

Europe 
 
- 
 

Economic data coming out of Europe has been mixed with Germany and Spain expanding while Italy and 
France stalling. In the long term, we view the lower oil prices and a weaker Euro to be supportive of growth. In 
the near term, however, the spill-over from the UK referendum decision would weigh on Eurozone growth and 
business sentiment.  

Japan 0 After capitulation by foreigners, Japan equities are now trading at more attractive valuations. There are also 
increasing signs of corporate change and improvements to corporate governance.    

Asia Pacific ex. 
Japan + 

Despite rising valuations, we continue to see opportunities from a bottom up perspective. The recent trend 
reversal from defensive to cyclical names is likely to stay as suggested by more stable macro environment. 
We remain overweight in this region.  

Emerging Markets 0 While valuations are looking relatively attractive (especially in the ex-Asia universe), this is offset by continued 
worries over the sustainability of the reform process for the region.  

 
Fixed Income 
 

Country View Rationale 

Government 0 
Our Neutral view for government bonds is in part a reflection of our Neutral view on the entire fixed income 
sector, which in turn is a result of our Neutral view on duration. Within this space, we prefer inflation-linked 
bonds which offer more attractive value compared to conventional ones.  

Investment Grade 0 

Credit spreads continue to tighten due to the ECB’s corporate sector purchase program (CSPP) of eligible 
bonds. However, this has meant valuations are no longer that supportive. Emerging market credits have 
meanwhile came under some pressure post Janet Yellen’s Jackson Hole speech that raised expectations of a 
further Fed rate hike this year.  

High Yield 0 No change to our view and rationale – Yield spreads have tightened due to the ECB’s corporate bond 
purchase program, and thus any returns from here will come largely from the carry on offer.    

 
Commodities 
 

Country View Rationale 

Gold + 
Gold continues to find modest support levels and remains a preferred hedge in the current market 
environment. Recent Fed rhetoric is more near-term in nature and thus not enough in our view to fully reverse 
the bullish case for gold. 

Energy 0 Oil prices have softened amid the continued inventory overhang. Market fundamentals remain mixed, and we 
continue to retain our Neutral view as long as oil prices trade between $40-50/barrel. 

Industrial Metals 0 The recovery of metal prices will be dragged by the depreciation of the Chinese yuan. Steel should 
underperform as excess capacity will push prices lower over the coming months.  

Agriculture 
 
0 
 

Although La Nina fears have abated in recent weeks, weather risks remain elevated and could send grain and 
oilseed prices higher. For now though, supply side response remains more than adequate.  

 
 

* Change of view from previous month is highlighted in bold; UR = under review 
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Disclaimer: 

This document is intended to be for information purposes only and it is not intended as an offer or solicitation for the 
purchase or sale of any financial instrument.  Any recommendation contained in this document is intended for 
general circulation and the recommendation does not take into account the specific investment objectives, financial 
situation or particular needs of any particular person.  Advice should be sought from a financial adviser regarding the 
suitability of the investment product, taking into account the specific investment objectives, financial situation or 
particular needs of any person in receipt of the recommendation, before the person makes a commitment to 
purchase the investment product. 

The views, opinions and forecasts contained and expressed herein are those of Schroder & Co. (Asia) Ltd and may 
change without notice. Past performance is not a guide to future returns. You should remember that investors may 
not get back the amount originally invested as the value of investments, and the income from them can go down as 
well as up and is not guaranteed.  Certain information and opinions contained in this document were obtained from 
third party data/sources that we consider to be reliable. The third party data/sources are owned by the applicable 
identified third party and such information is provided for your information only. Schroder & Co. (Asia) Ltd is not 
responsible for errors of fact or opinion on third party information. Neither the third party data owner nor any other 
party involved in the publication of this document can be held liable for any error.  

No part of this document may be reproduced in any manner without the prior written permission of Schroder & Co. 
(Asia) Limited. 

Cazenove Capital Management is a trading name of Schroder & Co. (Asia) Limited. 

Issued by Schroder & Co. (Asia) Limited. Reg. No. 200719040Z.  
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