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Global economic growth is not the problem

 High frequency growth indicators point to overall health

 Protectionism’s winners and losers are specific

 US equity market gains extraordinary

 “Complacency ratio” at a quarter-century high

 But no leverage or exuberance this time

 And the Retail investor is not really involved

Grudging rationalisation of higher prices

 Profits are permanently higher!

 No risk premium needed in the 21st century! 

 Central bankers are the real risk

 Mess with TINA at your peril 

 The iron law of valuation cannot be ignored

Steering past a rich US equity market

 EM doesn’t care about energy or the US dollar anymore

 EM valuations hint at solid future returns

 Better to clip coupons or avoid equity risk?

 Tactical focus – shorting oil

 Tactical focus – risk-off hedge

Positioning and performance update

 Scenario analysis

 Positioning 

 Strategy performance

Q&A
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Key themes for investors
Isolated Storms

Source: GAM



GLOBAL ECONOMIC 
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High frequency growth indicators point to overall health
From 31 Dec 2008 to 12 Oct 2017

Source: Bloomberg

Past performance is not indicative of future performance.
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“The global upswing in economic activity is strengthening…Broad-based 
upward revisions in the euro area, Japan, emerging Asia, emerging Europe 
and Russia more than offset downward revisions for the United States and 
the United Kingdom.” IMF World Economic Outlook, 10 Oct 2017
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Protectionism's winners and losers are specific
From 31 Oct 2016 to 12 Oct 2017

Source: Bloombeg

Past performance is not indicative of future performance.

“I highlighted to the president how we disagree vehemently with Commerce’s decision to bring in anti-dumping 
duties against Bombardier” Canadian PM Justin Trudeau, 12 Oct 2017

5



0 %

50 %

100 %

150 %

200 %

250 %

09 10 11 12 13 14 15 16 17

Market has grown much faster than its 'natural' rate

6.6 %

17.0 %

100

150

200

250

300

2010 2011 2012 2013 2014 2015 2016

Price has raced ahead of earnings expectations

"Siegel Constant"
S&P 500 index

S&P 500 Index, Price rebased 100
S&P 500 Index, Forward EPS rebased 100

US equity market gains have been extraordinary
Performance from 31 Mar 2009 to 9 Oct 2017

Past performance is not indicative of future performance.

Source: Standard & Poor's, Bloomberg 6
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"Complacency ratio" at a quarter-century high
From 31 Jan 1990 to 11 Oct 2017

Source: Bloomberg

Past performance is not indicative of future performance.
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But no leverage or exuberance this time
From 2 Feb 1996 to 11 Oct 2017

Past performance is not indicative of future performance.

Source: Bloomberg 8
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Less than 14% of households directly held stocks but 30% owned a cat

Net new flows, $m from 31 Jan 2015 to 04 Oct 2017*
Retail investor not really involved

Source: Investment Company Institute, Federal Reserve Survey of Consumer Finances, American Veterinary Medical Association
*ICI estimates after 31 Aug 2017
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GRUDGING 
RATIONALISATION 
OF HIGHER PRICES



“Profits are permanently higher!”
From 31 Dec 2004 to 1 Sep 2017

Source: Bloomberg

Past performance is not indicative of future performance.
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“Stock prices have reached what looks like a permanently high plateau.” 
Irving Fisher, October 1929
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“No risk premium needed in the 21st century!"
From 31 Dec 1900 to 4 Oct 2017

Source: Shiller

Past performance is not indicative of future performance.
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“There can be no serious doubt that in the late 1980s and early 1990s an era in 
world history ended and a new one began.” Eric Hobsbawm, Age of Extremes
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But Fed doesn't care either way
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Central bankers are the real risk
From 31 Dec 2009 to 12 Oct 2017

Past performance is not indicative of future performance.

Source: GAM, Bloomberg 13

“We should be cautious about tightening policy further until we are 
confident inflation is on track.” Fed Governor Brainard, 5 Sep 2017

“Experience suggests tightness in the labour market gradually tends to 
push up wage and price inflation.” Fed Chair Yellen, 21 Sep 2017



14

From 31 Jan 1990 to 12 Oct 2017
Mess with TINA at your peril

Source: GAM, Bloomberg
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Data from 30 Sep 1985 to 30 Sep 2017
The Iron Law of Valuation cannot be ignored

Today’s TobinQ = 1.08

Source: Federal Reserve Bank of St. Louis 



STEERING PAST A 
RICH US EQUITY 
MARKET
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EM doesn't care about energy or the US dollar anymore
From 31 Dec 1997 to 12 Oct 2017

Past performance is not indicative of future performance.

Source: Bloomberg 17
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EM valuations hint at solid future returns
MSCI Emerging Markets from 31 Jan 1997 to 30 Sep 2017

Source: Bloomberg

Past performance is not indicative of future performance.

18

Price to Book ratio

N
ex

t f
iv

e-
ye

ar
 a

nn
ua

lis
ed

re
tu

rn
Current level



250

300

350

400

30

40

50

60

70

80

90

100

110

2013 2014 2015 2016 2017

S&P GSCI Industrials Metals Index (LHS) Crude Oil (RHS)

Tactical example #1 - shorting oil
From 31 Dec 2012 to 11 Oct 2017

Source: Bloomberg

Past performance is not indicative of future performance.
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Past performance is not indicative of future performance.
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POSITIONING AND 
PERFORMANCE 
UPDATE



Probability: % Crisis: 10% Slowdown: 25% Sideways: 50% Acceleration: 15%

• Global GDP <0%
• DM slows, EM follows
• Geopol./systemic crisis
• Profits relapse
• Markets tumble

• Global GDP 1%-2%
• Reflation stalls, EM lags
• Geopolitical tensions
• Profits growth deteriorates
• Markets correct

• Global GDP 2%-3%
• Moderate DM, EM growth
• Geopolitics contained
• Profit recovery stalls
• Modest market progress

• Global GDP >3%
• DM thrives, EM takeoff
• Geopolitics benign
• Profits beat forecasts
• Late-cycle bull market

Equities
Allocation
Implied contribution

-20 to -10% 
10%

-1.5%

-10 to 0%
15%

-0.8%

2 to 5%
30%
1.1%

5 to 10%
50%
3.8%

Fixed Income & Credit
Allocation
Implied contribution

-3 to 0%
55%

-0.8%

-1 to 2%
50%
0.3%

2 to 4%
40%
1.2%

3 to 5%
25%
1.0%

Alternatives
Allocation
Implied contribution

-2 to 5%
20%
0.3%

-1 to 5%
25%
0.5%

-1 to 5%
25%
0.5%

-2 to 5%
20%
0.3%

Liquidity
Allocation
Implied contribution

0% to 0.5%
15%
0.0%

0% to 1%
10%
0.1%

0.5% to 1.5%
5%

0.1%

2% to 3%
5%

0.1%

Expected return -2.0% 0.1% 2.8% 5.2%

Including alpha -1.1% 1.0% 3.8% 6.1%

Latest 12-month scenario analysis

Source: GAM. For reference, OECD full year 2017 forecast for world GDP growth is 3.3%.
Allocations, asset class ranges and holdings are subject to change. The views expressed are those of the manager at the time and are subject to change.  There is no 
guarantee that forecasts of strategies or objectives will be achieved.

Data as at 30 Jun 2017

MSCI World AC World USD index up 6.9% from 30 Jun 2017 to 11 Oct 2017
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As at 15 Sep 2017
Strategic and tactical views – summary

Source: GAM.
The views expressed are those of the manager at the time and are subject to change. Allocations and holdings are subject to change.

UK
[recession risk, unclear 
Brexit path]
US
[exhaustion, marginal 
underweight]

Japan
[underperformed, 
improving prospects]

Europe
[Political risks easing, 
economy improving]

MBS
[steady return profile]
Insurance-linked
[low correlation to major 
indices]

Financial credit
[regulatory trend, steady 
underlying cashflows]
Liquid high yield
[safer return extraction]

Low Conviction Cautious Neutral Positive High Conviction

Europe
[QE, organic growth

Equities

Fixed 
Income

Alternatives

Flexibility 

Neutral

Gold, AUDJPY
[risk-off hedge]
Thematic equities
[Buybacks, Technology]
Gilts
[BoE rate delusion]

Positive

Market neutral 
Equity L/S
[innovative non-
directional approaches]

Emerging Mkts
[sound fundamentals, 
ex-US growth rotation]

Macro trading
[potentially rich 
opportunity set for 
managers to exploit]

Positive

23

AR approaches
[global opportunities]
Active aggregate 
bonds                       
[diversification with a 
total return mindset]

Merger Arbitrage
[spread extraction with 
diversification can 
provide steady return 
profile]

Cautious

Diverse carry
[EM, HY, MBS]

Government 
bonds
[shorts in USTs, bunds]

Oil
[short amid secular 
changes]
US retail stocks
[bricks and mortar internet 
‘deniers’]
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Full range from target return to global equities
GAM Multi Asset Solutions – Key Strategies

Source: GAM
All information as at 16 Dec 2016 unless otherwise stated. 

For professional investors only

Expected return: 
Libor+ 3-4% p.a.

Fund of fund, asset 
allocation approach, aiming 
to deliver independent 
returns regardless of the 
market environment. 

Estimated volatility: 
40-60% of global equities

Balance of capital 
protection and 
participation in equity 
market growth.

Significant participation in 
equity market growth with 
a moderate focus on 
capital protection. 

GAM Balanced 
Strategy

GAM Flexible Global 
/ Absolute Return

GAM Diversified 
Growth Strategy

GAM Composite 
Global Equity Strategy

Absolute Return Relative Return

Equity 30.0%
Fixed Income 33.5%
Alternatives 21.5%
Flexibility* 15.0%

Equity 50.0%
Fixed Income 22.5%
Alternatives 18.0%
Flexibility* 9.5%

Equity 70.0%
Fixed Income 13.3%
Alternatives 11.2%
Flexibility* 5.5%

Strong participation in equity 
market growth.

Equity 98.0%
Flexibility* 2.0%

Direct securities approach, 
aiming to deliver 
independent returns  
regardless of the market 
environment. 

Unconstrained 100%

GAM Target 
Return Range

Expected return: 
Libor+ 3 and 5% p.a.

Estimated volatility: 
60-80% of global equities

Estimated volatility: 
90-100% of global equities

Structure:
• UCITS Star fund
• Segregated strategy

Structure:
• Segregated strategy

Structure:
• Segregated strategy

Structure:
• UCITS Star fund
• Segregated strategy

Structure:
• UCITS Star fund
• Segregated strategy

*Comprises liquidity and tactical asset allocation. 

24
Awarded Funds refer to the awards for specific fund categories
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GAM Star Flexible Global Portfolio GBP
3 Month Libor in GBP

GAM Star Flexible Global Portfolio GBP
3 Month Libor in GBP

GAM Star Flexible Global Portfolio GBP
Performance from 8 Oct 2012 to 10 Oct 2017

Past performance is not indicative of future performance. Performance is provided net of fees. Funds do not have the security of capital that is characteristic of a 
bank deposit.

Source: GAM, Thomson Reuters 25
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GAM Diversified Balanced Composite (GBP)
IA Mixed Investment 20-60% Shares Average in GBP

GAM Diversified Balanced Composite (GBP)
IA Mixed Investment 20-60% Shares Average in GBP

GAM Diversified Balanced Composite GBP
Performance from 30 Sep 2012 to 30 Sep 2017

Latest data available at time of production.

Past performance is not indicative of future performance. Performance is provided gross of fees.

Source: GAM, Thomson Reuters 26
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GAM Diversified Growth Composite GBP
Performance from 30 Sep 2012 to 30 Sep 2017

Latest data available at time of production.

Past performance is not indicative of future performance. Performance is provided gross of fees.

Source: GAM, Thomson Reuters 27
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GAM Star Composite Global Equity GBP
Performance from 8 Oct 2012 to 10 Oct 2017

Past performance is not indicative of future performance. Performance is provided net of fees.

Source: GAM, MSCI, Lipper 28
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Simple 
Performance 
for Period %

GAM 
Balanced 
Allocator  
USD

11.9

GAM 
Balanced 
Index - USD

10.0

Lipper 
Global 
Mixed Asset  
USD Flex -  
Global

8.3

GAM Balanced Allocator USD
GAM Balanced Index - USD
Lipper Global Mixed Asset USD Flex - Global

Balanced Allocator GBP
Performance from 30 Dec 2016 (inception) to 11 Oct 2017

Source: GAM, Lipper

Past performance is not indicative of future performance. Performance is provided net of fees.
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Composition of GAM Balanced Index:10% Average USD 1 Month Deposit Rate, 30% Citigroup (WGBI) UK Bond Index in USD, 50% MSCI AC World Index in USD, 10% HFRI/HFRX 
Macro Index (GAM Hedged) in USD  
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GAM Focus  
Growth GBP  
(sample)

14.8

Average 
GBP 1 
Month 
Deposit  
Rate

0.2

GAM Focus Growth GBP (sample)
Average GBP 1 Month Deposit Rate

GAM Focus Growth GBP (sample)
Performance from 30 Dec 2016 (inception) to 11 Oct 2017

Source: Bloomberg

Past performance is not indicative of future performance. Performance is provided net of fees. Funds do not have the security of capital that is characteristic of a 
bank deposit.
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Q & A



Source: GAM, unless otherwise stated. (Where applicable and, unless otherwise noted, performance is shown net of fees, on a NAV to NAV basis).GAM has not independently verified the information from other sources and no assurance 
can be given as to whether such information is accurate, true or complete and GAM makes no warranty, expressed or implied, regarding such information. Every effort has been made to ensure the accuracy of the information provided, but 
GAM cannot be held responsible for any errors or omissions. While every effort has been made to ensure the accuracy of the financial information herein, you should note that some of the information may be based on unaudited or 
otherwise unverified information.

This material is confidential and intended solely for the use of the person, persons or entities with nationality of or respectively with their residence, domicile or registered office in a State or Country in which such distribution, publication, 
making available or use is not contrary to laws or other regulations, and may not be reproduced, copied or given, in whole or in part, to any other person. It is aimed at sophisticated, professional, eligible, institutional and/or qualified 
investors/ intermediaries appointed by GAM who have the knowledge and financial sophistication to understand and bear the risks associated with the investments described.

Nothing contained herein constitutes investment, legal, tax or other advice, nor is it to be solely relied on in making an investment or other decision. This document qualifies as marketing material.

The views expressed herein are those of the manager at the time and are subject to change. The price of shares may go down as well as up and the price will depend on fluctuations in financial markets outside GAM's control. As a 
result an investor may not get back the amount invested. Past performance is not indicative of future performance and reference to a security is not a recommendation to buy or sell that security. Holdings and allocations are 
subject to change. Prices quoted refer to accumulation shares, unless otherwise stated. Historic data may be subject to restatement from time to time. 

This is not an invitation to invest in any GAM product or strategy. Investments should only be made after a thorough reading of the current prospectus, offering memorandum, the Key Investor Information Document “KIID”, the articles of 
association and the current annual and semi-annual reports (the “legal documents”), as well as after consulting an independent finance and tax specialist. The legal documents can be obtained in hard copy and free of charge from the 
addresses indicated below. 

Some of the sub-funds may not be registered for sale in all jurisdictions. Therefore, no active marketing must be carried out for them. Subscriptions will only be received and shares or units issued on the basis of the current fund prospectus. 

Shares of the fund have not been registered under the US Securities Act of 1933, as amended (the “Securities Act”) and the fund is not registered under the US Investment Company Act of 1940, as amended (the “Company Act”). 
Accordingly, unless an exemption is available, such shares may not be offered, sold or distributed in the United States or to US persons. However, pursuant to an exemption from registration under the Securities Act and the Company Act, 
the shares may be sold or resold in the United States or to certain qualified US investors in transactions that do not constitute a public offering. In addition, certain GAM products are closed to all US investors.

This material/presentation may mention sub-funds of GAM Star Fund p.l.c., registered office at George’s Court, 54-62 Townsend Street, Dublin 2, Ireland, an umbrella investment company with variable capital and segregated liability 
between the sub-funds, incorporated under the laws of Ireland and authorised by the Central Bank of Ireland (CBI) as a UCITS Fund in accordance with the Directive 2009/65/EC. Management Company is GAM Fund Management Limited, 
George’s Court, 54-62 Townsend Street, Dublin 2, Ireland.

This material/presentation may mention sub-funds of GAM Star (Lux), registered office at 25, Grand-Rue, L-1661 Luxembourg, an umbrella investment company with variable capital and segregated liability between the sub-funds, 
incorporated under the laws of Luxembourg and authorised by the CSSF as a UCITS Fund in accordance with the Directive 2009/65/EC. Management Company for GAM Star (Lux) is GAM (Luxembourg) S.A., 25, Grand-Rue, L-1661 
Luxembourg.

SWITZERLAND: The legal documents in German can be obtained free of charge, from the Swiss Representative: GAM Capital Management (Switzerland) Ltd., Hardstrasse 201, CH - 8005 Zurich or on the internet at www.gam.com. Paying 
Agent is State Street Bank International GmbH, Munich, Zurich Branch, Beethovenstrasse 19, CH-8027 Zurich 

UK: As far as UCITS described herein are recognised schemes under section 264 of the Financial Services and Markets Act 2000: Copies of the legal documents can be obtained in English, free of charge, from the Facilities Agent GAM 
Sterling Management Limited, 20 King Street, London SW1Y 6QY (authorised and regulated by the FCA) or on the internet at www.gam.com. Investments in the funds are not protected by the Financial Services Compensation Scheme 

HONG KONG: In Hong Kong, this material is restricted to professional investors (as defined in the Securities and Futures Ordinance (Cap 571)) only

Within the UK, this material has been issued and approved by GAM London Ltd, 20 King Street, London SW1Y 6QY, authorised and regulated by the Financial Conduct Authority.

Disclaimer
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