
MARKET OVERVIEW

Emerging markets across the globe 
came under immense pressure 
during August. Progressively hostile 
trade rhetoric from the Trump 
Twitter feed, combined with the 
increased perceived fragility of 
debt-fuelled growth, manifested into 
a perfect storm for many emerging 
economies. 

Increased concern that country-
specific risks could become more 
systemic resulted in a broad-based 
selloff in emerging market assets.

Contagion fears are mounting…

Currencies such as the Turkish Lira, 
Indonesian Rupiah, Argentinian 
Peso and our South African Rand 
experienced sharp devaluations as 
fears of crises in emerging markets 
proliferated. 

Given the wide range of risks 
influencing global markets, the 
likelihood of markets returning 
to the low levels of volatility that 
prevailed in 2017 is low. 

We would emphasise that fears that 
rising trade and geopolitical risks 
will increase the systemic risk within 
global markets have driven increased 
market volatility, rather than 
deteriorating company fundamentals. 

Given that global synchronised 
growth is uncoupling, we believe it 
is becoming increasingly important 
for investors to select their equity 
exposure prudently. This is best 
illustrated by various sectors and 
regions globally entering bear 
market territory, while the S&P 500 
reached an all-time high. 

The winds are changing… 

Central Banks reducing loose 
monetary conditions, mounting 
geopolitical uncertainty and rising 
divergence in economic growth 
profiles has resulted in us reducing 
the cyclicality within our portfolios. 
We are also increasing our exposure 
to companies with high free cash 
flow generation, attractive valuations 
and annuity-like revenue profiles. 

Overall, we believe the underlying 
themes supporting the revenue 
growth of the companies we own 
will be supported by many secular 
themes which won’t be affected 
by economic growth diverging. 
We continue to expect consumer 
spend to shift online, develop 
market populations to age, the 
Internet of Things to flourish, 
enterprises to streamline their 
workflows and our portfolios to 
benefit from these and other 
themes. 

 We believe that we are well 
positioned for a new normal and 
will continue to take advantage of 
volatility in global markets. 
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