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CENTRAL
BANKS ARE
COMMITTED TO
REASSURING
INVESTORS

The Fed and the ECB have managed to firmly establish
lower interest rates while pushing risk assets higher. Investors
are sceptical amid high political and economic uncertainty but,
at least for the time being, the central bank actions have helped
distract markets from the mixed fundamental picture.

Even so, we remain rather cautious overall due to the following risks:
markets are already expecting a lot from central banks, close to a 100bps
cut from the Fed. And yet, even an ardent defender of a laxer approach
to the monetary policy like FOMC’s member James Bullard has only been
suggesting a moderate and precautionary cut.
political risk and protectionist issues have every chance of lasting at least
up to the next US presidential elections, leading companies to adopt a waitand-see attitude and investment to fall. We note also that the risk of a hard
Brexit is on the rise. In addition, we cannot rule out fresh elections in Italy
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after the summer, with the risk that a coalition of the hard right (the Lega

Global Chief Investment Officer,
Asset Management

headed by Matteo Salvini and Fratelli d’Italia led by Giorgia Meloni) might
come to power on an anti-euro ticket.
We will also be looking at second quarter results to analyse corporate margin
trends. The big question is whether we are on the cusp of a downward trend.

KEY
POINTS
Markets are already
discounting
interest rate cuts

If so, along with the US yield curve inversion, it would mean that the end of the
cycle is approaching.
That being said, central banks are firmly committed to underpinning activity
to reassure investors so we see no reason to change our asset allocation, apart
from some marginal adjustments. We have, for example, reduced Japanese
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equities exposure and upped thematic investment plays like (e.g. the Big Data)

We are underweight
on Japan equities
and favor thematic
equities instead

portantly, the Bank of Japan seems incapable, or even unwilling, to follow the

instead. Earnings revision momentum has evaporated in Japan and, more imFed and the ECB in moving towards fresh easing.

NEXT HEADLINE EVENTS
Next ECB meeting: September 12
Next FED meeting: July 31
Brexit date?: October 31

Written on 22/07/2019. This document is for information only.
Disclaimer: The data, comments and analysis in this document reflect the opinion of Edmond de Rothschild Asset Management (France) and its affiliates with respect to the markets, their
trends, regulation and tax issues, on the basis of its own expertise, economic analysis and information currently known to it. However, they shall not under any circumstances be construed as
comprising any sort of undertaking or guarantee whatsoever on the part of Edmond de Rothschild Asset Management (France). Any investment involves specific risks. Main investment risks:
risk of capital loss, equity risk, credit risk and fixed income risk. Any investment involves specific risks. All potential investors must take prior measures and specialist advice in order to analyse
the risks and establish his or her own opinion independent of Edmond de Rothschild Asset
Management (France) in order to determine the relevance of such an investment to his or her
EDMOND DE ROTHSCHILD ASSET MANAGEMENT (FRANCE)
own financial situation.
47, rue du Faubourg Saint-Honoré, 75401 Paris Cedex 08
Special warning for Belgium: Please note that this communication is intended for institutional
Société anonyme governed by an executive board
or professional investors only, as mentioned in the Belgian Law of July 20th, 2004 on certain
and a supervisory board with capital of €11,033,769
forms of collective management of investment portfolios This notice is also intended only for
AMF registration No. GP 04000015 – 332.652.536 R.C.S Paris
investors who are not consumers as described in the Belgian Law of July 14th, 1991 on trade
www.edram.fr
practices and information and protection of consumers.

