
 

  



 

  

The global manufacturing 
PMI has been a good 
leading indicator of this 
cycle of downward revision 
to growth. Destocking after 
a probable excess of 
optimism in early 2018, the 
US/China trade war and 
specific sectoral problems 
all led to the downturn. 
However, the PMI index 
appears to have bottomed 
in July 2019. 

 

 

 

Among the key sectors, we 
note the ongoing recovery 
of semiconductor sales 
since Q2, and glimmers of 
hope in the German car 
industry, according to the 
recent readings of the IFO 
survey. 
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The maturity of the US 
cycle is leading economists 
to become increasingly 
cautious. The recession risk 
in the 12 months is 
estimated at 35% by the 
Bloomberg consensus, well 
above the last cyclical 
bottom of early 2016. 

 

 

The slight inversion of the 
yield curve this summer 
has increased nervousness, 
since this inversion 
preceded all modern 
recessions in the United 
States. The popularity of 
this indicator can also 
make one fear a self-
fulfilling prediction. Yet the 
financial stress of 
businesses and especially 
households is much lower 
than in previous episodes. 

 Sources: Bloomberg, Macrobond Dorval Asset Management 
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With a P/E slightly higher 
than 20, growth stocks 
have never been so 
expensive since the 
beginning of 2002. 
However, we are far from 
the 1999/2000 bubble 
levels. Moreover, the 
collapse of interest rates 
can probably justify P/Es 
of 20 or more. Provided 
that long rates do not rise 
violently. 

 

 

The value universe has not 
yet been able to benefit 
from the “lower for 
longer” interest rate 
effect, and its relative 
valuation has fallen 
sharply. Will this strong 
discount associated with 
global macroeconomic 
stabilization allow for 
catch-up? 

 Sources: MSCI, Bloomberg, Macrobond Dorval Asset Management 
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The big fright of August 
was unprecedented in 
terms of scale and 
spread. The popularity 
of the word recession 
was as strong as in 2008, 
in a context that was 
unrivaled. The equity 
market rally since then 
has been essentially led 
by the correction of a 
really excessive 
pessimism. 

 

Cyclical stocks have 
logically benefited from 
the recent relief, at the 
same time as long-term 
interest rates rose a 
little. It is this elasticity 
between cyclical stocks
and bond yields that is 
to be monitored. The 
scenario of a sharp rise 
in interest rates seems 
unlikely in the short 
term. 

 Sources: Google Trends, Macrobond Dorval Asset Management 
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The automobile and the 
banks have been the two 
emblematic sectors of 
the European discomfort 
of the last 18 months. 
They combine both 
sensitivity to the 
economic cycle and 
punitive regulation. 
What is their potential 
for appreciation if, as we 
can think, the process of 
downgrading revisions to 
growth is about to stop? 

 

We compared for both 
sectors the distance to 
cover for the index to 
return to a P/E multiple  
equal to its historical 
median since 2005. In 
both cases, and provided 
that EPS stabilize, a 
potential of about + 20% 
appears. 

 Sources: Bloomberg, Macrobond Dorval Asset Management 
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