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Are investors starting to have confidence in

the future again?

After a turbulent summer, equity markets re-
bounded in early autumn. However, the air of
uncertainty that drove the erratic performance
of stock markets over the summer still persists.

Although investors were reassured by the
United States’ more moderate tariffs on Chinese
goods, the threat of a trade war has not
dissipated. Improved economic figures for
Europe were also welcomed by investors after
disappointing performances in H1 2018. Was the
desynchronisation of the global economic cycle
seen in the last few quarters only temporary?

which would refute the idea that some kind of
economic "euphoria” has taken hold.

Some may argue that the major international
organisations - rather than having a clearer
perspective on things than investors - can be
slower in revising their forecasts. Does that
mean that investors have decided to ignore the
‘cautious realism” of economic institutions?

The positive developments mentioned above
are undeniable, but they don't carry weight. As a
matter of fact for those who believe that the
trade issue isn't a problem, the eurozone PMls

"Economic uncertainties still abound and this will not change over the
coming months.”

FRANGCOIS SAVARY, CHIEF INVESTMENT OFFICER. PRIME PARTNERS

Before getting ahead of ourselves, let's remem-
ber that the United States’ lead in the economic
cycle was amplified by the effect of tax cuts of
late.

In short, the above mentioned more favourable
developments have allayed the fears of the
financial markets, but they cannot alone explain
the record highs posted by US equities in
September.

The autumn marks a change in the focus of
projections. With this year already ‘in the bag’,
attention is turning to forecasts for 2019. Like the
major international organisations, investors are
fine-tuning  their medium
term predictions for the
global economy and ear-
nings growth. Have market
players revised their fore-
casts for 2019 upwards? This
would certainly explain the
stock market rally in Sep-
tember and, if this is the case,
we need to ask ourselves if
such a revision is justified.

In answering this question, it
should be noted that follo-
wing the example of the IMF,
global growth forecasts for
2019 have tended to be
revised downwards recently,

for September should be a stark wake-up call -
there is tangible pressure on European exports
and orders.

Despite what Donald Trump may say. trade
wars are not easy to win and they harm the
economic activity. You just need to listen to
US business leaders to realise how dangerous
the country's trade policy is for growth and
earnings.

Consensus  expectations for growth and
earnings are high for the next 18 months and
could be met with disappointment.

Firstly, because there is still
uncertainty surrounding disrup-
tions to international trade and
its difficult to take this into
account in earnings projections.

Secondly, because the recent
US GDP growth of 4% is unsus-
tainable over the medium term;
unless Donald Trump can find a
way of making the tax cuts
permanent, the impact of fiscal
stimulation will diminish over
the coming quarters.

On that note, it's back to politics
and the US President's ability to
keep his party's majority in
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Congress next month.

No acceleration in sight for European growth

60

—— PMI Eurozone

: Na
' J S

52

50

30.09.15
31.12.15 +
31.03.16
30.06.16 —
30.09.16
311216 +
31.03.17
30.06.17 —
30.09.17
311217 +
31.03.18
30.06.18 —
30.09.18

The battle between the Democrats and the
Republicans for control of the House of
Representatives is heating up. A Democrat
majority  would increase the risk of a
government shutdown - a powerful weapon in
the budget battle. This would create another
problem for the Federal Reserve in its monetary
policy normalisation - a necessity in light of
economic conditions in the US.

Global equities set to reach new highs in January 2019?
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Renewed optimism on the back of September's
excellent stock market performance should not
cause complacency, and the rally has only
partially convinced us that the trend is set to
continue. That doesn't mean that indices won't
continue to perform well; across-the-board
gains (compared to the largely technology
driven market of the last few quarters) are a
favourable development.

By the same token, the stabilisation of the dollar
has breathed new life into risky assets, in
particular equities.

Economic and political uncertainties still abound
and this will not change over the coming months.
As such, we firmly believe that economic
growth and earnings forecasts for 2019 should
be kept in check.

We have opted for a more defensive strategy
over the past few months, and believe that we
should continue in the same vein, especially on
the bond front. In light of this, we only slightly

All sectors took part in the recent rally except utilities
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In light of this, we only slightly changed our
asset allocation during the past few weeks,
strengthening our alternative investments expo-
sure. This was due to the addition of a
long/short strategy on international bonds.

Dollar: is the rally over?
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As the last phase of the economic and financial
cycle gradually develops, our investment
strategy aims to keep exposure to risky assets in
check, with overweights in cash and alternative
assets.

This strategy is in place for several months and
we will continue to pursue it going forward.
Although we have favoured equity over
corporate debt risk for the past few months, we
still believe that equity rallies should be used to
reduce portfolio positions in the coming months.

Geneva, 26 September 2018
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IMPORTANT INFORMATION

This content is provided by Prime Partners SA and/or one of its entities (hereinafter "PP") for guidance only and is intended solely for internal use. In no way does it
constitute an offer or recommendation to buy or sell a security or carry out any kind of transaction. Neither does it constitute any other kind of advice, particularly to
any recipient who is not a qualified, accredited, eligible and/or professional investor. It is to be used exclusively by its intended recipient and must not be forwarded,
printed, uploaded., used or reproduced for any other reason. PP pays close attention to preparing and updating the information herein, which has been obtained from
sources deemed reliable. However, it cannot guarantee that the information is relevant, accurate or exhaustive. Consequently, PP and its directors, executives,
employees, agents and shareholders accept no liability for any loss or damage that may result from using the information herein. The content is targeted solely at
recipients who can understand and bear all of the implicit and explicit risks incurred. All investment decisions are taken under the recipient's sole responsibility and are
entirely dependent on the recipient's (and his/her financial advisers) own independent assessment of the recipient's financial situation, investment objectives, specific
risks and eligibility criteria, as well as legal, tax and accounting implications, and own interpretation of the information. PP accepts no liability regarding the suitability or
unsuitability of the information, opinions, securities or products mentioned herein. Past performance of a security is no guarantee as to its future performance. The
content has been prepared by a department of PP that is not an organisational unit responsible for financial analysis. PP is subject to different regulatory and
prudential requirements. Not all securities and investment products may be available in all jurisdictions or to all recipient types. Recipients must therefore comply with
local regulations. There is no intention on PP's part to offer securities or investment products in countries or jurisdictions where such an offer would be unlawful under
the relevant domestic law
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