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We sold more equities because: 

 the US yield curve inversion is worrying as the curve should have returned 
to normal after the FOMC, in a particular way when we look at the short end 
of the curve. It is unreasonable for markets still to expect a 100bp rate cut 
now that the Fed is delivering practically neutral signals. The yield curve 
inversion has always been a reliable advanced indicator of an economic 
downturn.

 the latest Chinese and German data suggest the economic situation is de-
teriorating. The slowdown is not surprising as Beijing has already reduced 
growth forecasts to 6%. Given imbalances stemming from previous stimulus 
plans, Beijing is now accompanying the slowdown and is prevented from 
adopting a more expansionist policy or is at least holding back some am-
munition in case growth suffers a bigger knock. A stimulus plan could also 
be on the cards in Germany where GDP contracted in the second quarter. 
Berlin certainly has substantial leeway to act but, there again, political 
pressures mean we should not expect anything more radical than measures 
designed to accompany or limit the slowdown.

So far this year, equity markets generally posted the sort of returns that would 
normally be unthinkable amid an earnings slowdown, an increasingly fragile 
economic cycle and a political environment that has become so risky that 
global corporate confidence levels have been eroded. 

In our view, these solid returns are entirely due to central banks going sharply 
into reverse between the fourth quarter of 2018 and the latest FOMC.

Bear in mind that the Fed is now trying to be less pro-active and more reactive, 
i.e. more neutral. It is also worth noting that monetary policy often has a very 
big impact on markets at turning points and then tends to fade. We believe 
that we have already seen most of the market advance orchestrated by central 
banks and that the environment is now deteriorating. It is time for profit taking 
and extreme caution.

We decided to cut US Equities after the August 13 rebound, upping our equity 
underweight by one notch.

  We recall that we had already reduced the European equity 
exposure in our portfolios on 2 August because of the Fed’s 
return to a more neutral and less proactive stance, as well as 
mounting political risks linked to a hard Brexit and new 
elections in Italy.
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*Range of investment committee ratings on the asset class/geographical zone 
(from -/- to +/+). Source: Edmond de Rothschild Asset Management (France). 
Ratings at 16/08/2019.

OUR 
CONVICTIONS 

FOR 
SEPTEMBER*

CHANGES 
COMPARED TO 
THE PREVIOUS 

MONTH

EQUITIES - 

US - 

Europe - ¢

Euro - ¢

United Kingdom - 

Japan - ¢

Emerging countries =/- ¢

Thematics + ¢

FIXED INCOME - ¢

US =/- ¢

Euro - ¢

Investment Grade - ¢

US - ¢

Euro = ¢

High Yield = ¢

US =/- ¢

Euro =/+ ¢

Emerging markets =/+ ¢

DIVERSIFICATION

Convertible bonds = ¢

Dollar =/- ¢

MONEY MARKET + ¢

NEXT HEADLINE EVENTS

Next ECB meeting: September 12

Next FED meeting: September 17&18

Brexit date?: October 31
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Disclaimer: The data, comments and analysis in this document reflect the opinion of Edmond de Rothschild Asset Management (France) and its affiliates with respect to the markets, their 
trends, regulation and tax issues, on the basis of its own expertise, economic analysis and information currently known to it. However, they shall not under any circumstances be construed as 
comprising any sort of undertaking or guarantee whatsoever on the part of Edmond de Rothschild Asset Management (France). Any investment involves specific risks. Main investment risks: 
risk of capital loss, equity risk, credit risk and fixed income risk. Any investment involves specific risks. All potential investors must take prior measures and specialist advice in order to analyse 
the risks and establish his or her own opinion independent of Edmond de Rothschild Asset 
Management (France) in order to determine the relevance of such an investment to his or her 
own financial situation.

Special warning for Belgium: Please note that this communication is intended for institutional 
or professional investors only, as mentioned in the Belgian Law of July 20th, 2004 on certain 
forms of collective management of investment portfolios This notice is also intended only for 
investors who are not consumers as described in the Belgian Law of July 14th, 1991 on trade 
practices and information and protection of consumers.

EDMOND DE ROTHSCHILD ASSET MANAGEMENT (FRANCE)
47, rue du Faubourg Saint-Honoré, 75401 Paris Cedex 08
Société anonyme governed by an executive board  
and a supervisory board with capital of €11,033,769
AMF registration No. GP 04000015 – 332.652.536 R.C.S Paris

www.edram.fr


