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US equity markets have hit new record highs and global stocks have been doing well, too.

Now, this is a cyclical rally: and when you look at historical relationships, the rally is completely in line 
with what you’re seeing in business surveys.

So this supports our overweight on global stocks and on cyclical stocks.

It’s no surprise, therefore, that gold has not been doing well in this environment.

And we, in fact, expect only mild upside from here: the dollar is no longer declining and there is this 
search for income, which, of course, you don’t get in gold. 

And therefore, we move gold down to a neutral allocation and move the money into Treasuries and high 
yield.

In our piece we also look at the volatility in Chinese equity and credit markets due to a number of 
factors.

But most of those factors, in our view, are short term in nature and other factors are exaggerated.

So, therefore we maintain our overweight on Chinese equities and on Chinese credit.

Now, when we look at the economic data, particularly in the US and in the UK, we see positive surprises 
recently, supporting our overweight in those two markets.

And when we look at the drivers of that economic performance, it’s mainly on the consumer side, not 
just in the US and in the UK, but around the world.

So we are overweight on global consumer discretionary and recently upgraded France, a market that 
really caters to global consumption.

So we believe there is potential upside to consensus economist forecasts and the earnings season is 
shaping up quite nicely as well.

So all of this supports are overweight on global equities and our cyclical stance.

What makes it even more positive is that the recent upward surprises in economic data are not 
translating in further upside to Treasury yields.

And this is allowing sectors like technology and other growth sectors to recover.

So we believe investors will be served well by maintaining exposure both to growth and to value stocks.

Regarding Chinese equities and bonds, I mentioned that there’s a number of factors at work here which 
are either temporary in nature or exaggerated in our view.
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After the strong rally in 2020, of course, there was some profit taking triggered by the volatility in the 
bond market, leading to some emerging market fund outflows.

We think this will be temporary because bond markets are stabilizing and of course, people are already 
significantly underweight emerging market stocks, including Chinese stocks.

Secondly, there has been some recent volatility in credit markets and a fear of credit tightening.

But we think that any of this credit tightening will be targeted rather than broad based.

Largely, of course, because there is no need for credit tightening as there is no overheating in the 
Chinese economy.

And lastly, technology – a substantial part of some of the Chinese indices – has been hit by this global 
bond market volatility, which should be behind us now, but also by anti-trust steps taken towards the 
large Internet companies.

Now, this, of course, is not unique to China.

It is happening in the US and in Europe as well.

Nevertheless, we think investors will benefit from diversification into some smaller companies, or into 
themes such as 5G, health technology and clean technology.

Much more around this in our document, but we remain overweight on Chinese equities and bonds.


