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“[we’ve had] more than seven years of economic expansion, inflation near 2 percent, and a new normal 

for unemployment which thankfully looks a lot like the old, pre-recession normal” John Williams, 

President and CEO, Federal Reserve Bank of San Francisco, 29 Mar 2017 

 



Benign Exhaustion 

Did the Ryancare fail kill Reflation? 

• Market scepticism of the Trump trade easily found 

• Expectations remain high, trading range is tight 

• Why? TINA is a crude, powerful force 

Can other markets outperform the US? 

• Yes! While US employment picture improves 

• Gap between ‘soft’ and ‘hard’ data is disquieting 

• European equity opportunity more compelling 

• Removal of political storm clouds will uncoil the spring 

• Emerging market prospects are also sound 

• Technology could provide independence  

What other asset classes can work if markets track sideways? 

• Alt-bonds 

• But danger lurks in popular alternative assets 

Tactical asset allocation – what are the opportunities? 

• A big unwind that overshoots fair fundamentals 

• Short duration still the play in the meantime 
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Key questions for investors 



DID THE RYANCARE 
FAIL KILL 
REFLATION? 



Market scepticism of the Trump trade easily found 
From 8 Nov 2016 to 18 Apr 2017. Rebased to 100. 

Past performance is not indicative of future performance. 

Source: Standard & Poor's, Thomson Reuters, Bloomberg 



US equity market expectations relatively high 
From 31 Jan 1997 to 28 Mar 2017 

Source: Bloomberg 

Past performance is not indicative of future performance. 



But market is in an ever-tighter trading range 
S&P 500 from 11 Feb 1980 to 30 Mar 2017 

Source: Bloomberg, GAM 

Past performance is not indicative of future performance. 



Why? TINA is a crude, powerful force 
From 31 Jan 1990 to 30 Mar 2017 

Source: Bloomberg 

Past performance is not indicative of future performance. 
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CAN OTHER MARKETS 
OUTPERFORM THE US? 
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Yes! While the employment picture improves… 
Data from 31 Dec 2009 to 15 Mar 2017 

Source: Bloomberg 
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...Broader gap between 'hard' and 'soft' data disquieting 
From 28 Dec 2012 to 5 Apr 2017 

Source: Bloomberg 

Past performance is not indicative of future performance. 
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European equities – years of underperformance v. US 

+1 S.D. 

-1 S.D. 

Data from 31 Mar 1997 to 27 Mar 2017 
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Source: Bloomberg 



EM equities can handle higher Fed Funds rates 
From 31 Dec 1999 to 28 Mar 2017 

Source: Bloomberg 

Past performance is not indicative of future performance. 



13 

China manufacturing upswing provides EM support 
Data from 30 Jun 2012 to 28 Mar 2017 

Source: Bloomberg 
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UK complex interplay of sterling, inflation, wages, BoE 
Data from 31 Mar 2008 to 28 Feb 2017 
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Real pay growth 

Real pay squeeze 

“The UK consumer outlook is more challenging than we have seen in recent years, with industry-wide 

pressures emerging in commodities and labour costs” Greggs CEO Roger Whitside, 21 Mar 2017 

 



Technology stocks could offer durability, independence 
From 26 Dec 2014 to 30 Mar 2017 

Source: Bloomberg 

Past performance is not indicative of future performance. 

“…when I take a dozen kids out to Dairy Queen, they’re 

all holding their Apple, they can barely talk to me…I 

mean, they do build their lives around it…” Warren 

Buffett, 27 Feb 2017 

 



WHAT OTHER ASSETS 
CAN WORK? 



Outside equities, what else works? 
Performance from 31 Dec 2009 to 27 Mar 2017 

Source: GAM, Thomson Reuters 

Allocations and holdings are subject to change. GAM Composite Absolute Return USD – Fixed Income and Credit  is a performance series based on the Fixed Income and Credit portion of 

the Absolute Return portfolio. It is not in itself a fund or strategy that can be accessed separately and so its performance must always be viewed in the context of the wider Absolute Return 

portfolio.  

 

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

2013 Taper tantrum: 

Smarter bonds: 6.4% 

10yr USTs      : -7.6% 

2016 Trump growth: 

Smarter bonds: 3.9% 

10yr USTs      :  0.9% 
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But danger lurks in popular alternative assets 
From 31 Dec 2014 to 30 Mar 2017 

Source: Bloomberg 

Past performance is not indicative of future performance. 

“Importantly, active bond managers 

can seek to mitigate volatility, 

which is likely to remain high. The 

Fed’s cycle has begun, and the 

evolution and impact of Trump’s 

policies remain uncertain.” PIMCO, 

Feb 2017 

 



TAA – WHAT ARE THE 
OPPORTUNITIES? 
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Tactical opportunity – if disappointment overshoots 
Data from 30 Jun 2007 to 28 Feb 2017 

Source: Bloomberg 

“Short term narratives about taxes, health care and so forth 

are wild cards with regard to day-to-day market behaviour” 

John Hussman, 27 Mar 2017 
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ECB bond suppression at odds with improving realities 
Data from 31 Dec 2009 to 30 Mar 2017 

“When people talk of regime change, we are not there yet.” 

Peter Praet, ECB Board Member, Mar 2017 

 

Source: Bloomberg 



Probability: % Crisis: 10% Stagnation: 20% Reflation: 60% Boom: 10% 

• Global GDP <2% 

• DM slows, EM follows 

• Geopol. / systemic crisis 

• Profits relapse 

• Markets tumble 

• Global GDP <3% 

• Reflation stalls, EM lags 

• Geopolitical tensions 

• Profits go sideways 

• Markets correct 

• Global GDP >3.5% 

• DM, EM growth  

• Geopolitics contained 

• Profit recovery continues 

• Gradual market progress 

• Global GDP >4% 

• DM recovers, EM takeoff 

• Geopolitics benign 

• Profits smash forecasts 

• Bull market  

Equities 

Allocation 

Implied contribution 

-20 to -10%  

10% 

-1.5% 

-10 to 0% 

15% 

-0.8% 

2 to 7% 

40% 

1.4% 

7 to 15% 

50% 

5.5% 

Fixed Income & Credit 

Allocation 

Implied contribution 

2 to 5% 

55% 

1.9% 

1 to 4% 

50% 

1.3% 

0 to 3% 

30% 

0.5% 

-3 to 1% 

25% 

0.1% 

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 0.8% 1.1% 2.8% 5.7% 

Including alpha 1.6% 2.0% 3.8% 6.6% 

Scenarios for 2017 

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 04 Jan 2017 

Probability-weighted expected return including assumed alpha = 3.3% 
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Data as at 29 Mar 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. 

 

 

 

Active aggregate 

bonds                        
[diversification rather 

than upside] 

 

 

 

 

 

UK  
[sterling recovery, 

recession risk] 

Japan 
[currency risk, economic 

doldrums] 

 

 

 

 

US 
[growth is back but 

valuations high] 

 

 

 

 

 

 

Europe 
[Political risks elevated, 

but economy improving] 

Emerging Mkts 
[sound fundamentals, 

opportunity] 

 

 
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 

EURUSD 
[ECB tapering, USD 

exhaustion] 

SEKNZD 
[rising inflation in 

Sweden unnoticed] 

 

 

 

Positive 

Market neutral 

Equity L/S 
[innovative non-

directional approaches] 

 

 

Macro trading 
[potentially rich 

opportunity set for 

managers to exploit] 

 

Positive 
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Absolute Return 

approaches 
[rates opportunities, 

careful risk control] 

 

 

 

Merger Arbitrage 
[spread extraction with 

diversification can 

provide steady return 

profile] 

 Cautious 

Thematic equities 
[Value, Europe, China] 

 

 

Government 

bonds 
[shorts in USTs, bunds, 

Sweden] 

 



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 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 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. 

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.  

SINGAPORE: In Singapore, this material is limited to institutional investors (as defined in the Securities and Futures Act (Cap.289)) (‘SFA’) only and does not constitute to an offer to subscribe for shares in 

any of the funds mentioned herein. 

ASIA PACIFIC: : In other countries in Asia Pacific, this material should only be distributed in accordance with the applicable laws in the relevant jurisdiction. 

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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