Fear Versus Fundamentals
UPDATE FROM THE TACTICAL ASSET ALLOCATION COMMITTEE, AUGUST 15, 2019

RECAP: Financial Market Fragility
The month of August has been an eventful one to say the
least. Sentiment remains extremely fragile and investors
have been unnerved by several worrisome developments on
the macro front. The Federal Reserve kicked things off in
late-July and disappointed after cutting interest rates (as
expected) but failed to succumb to the market’s ultradovish bias and instead referred to the move as a “midcycle adjustment” (rather than the beginning of a new
easing cycle). Immediately following was a reintensification in the trade debacle, where President Trump
announced a 10% tariff on the final $300 billion of Chinese
imports effective September 1st.
China retaliated
immediately by halting US agricultural purchases, while the
yuan fell below the sacrosanct 7 per dollar level. However,
in a surprise announcement on August 13th, Mr. Trump
reversed course and stated that “some” of the tariffs would
be averted until December, while negotiations are set to
resume in the coming weeks. In between, hints of global
economic softness on top of geopolitical flare-ups in Hong
Kong, Argentina, and Italy have plagued an already-fragile
backdrop.
Not surprisingly, volatility has resurfaced in response and
financial markets have been whipsawed, with investors

fleeing to safe haven assets such as bonds and gold, while
equities and other risky assets have taken the brunt of the
weakness. Of note, bond yields have been pummelled
across the globe with the biggest moves taking place in the
long-end of the curve. As a result, yield curves have
flattened substantially and in some cases inverted, which
has further fueled growth concerns and stoked recession
fears. Interestingly, this profound downward move in bond
yields has become self-fulfilling in that nervous investors
have moved even more aggressively into bonds in response,
which has further accentuated the downward move.
Outlook & Investment Strategy
It goes without saying that tensions on the trade-front are
likely to linger-on over the coming months, with the flurry
of trade-related headlines likely to provoke vulnerable
investors and ignite periodic bouts of volatility. However,
looking further out we expect fundamentals to prevail and
to drive a corresponding recovery in risk appetite during the
second half, should the plethora of reflationary efforts from
central banks prove successful in reinvigorating growth. As
such, we would resist the temptation to panic and
recommend staying invested at this time, with a preference
for stocks over bonds over the next 12 months.

Q3 2019 THEMES

MACRO VIEWS

ECONOMIC
FUNDAMENTALS

GLOBAL ECONOMIC
STABILIZATION

Expectations for receding trade headwinds and the lagged impact of
reflationary policies should bode well for global growth and earnings
trajectory

CENTRAL BANKS

DOVISH PIVOT EXTENDS
VISIBILITY OF THE CYCLE

Central banks have taken a dovish turn in response to erratic financial
markets that have plagued sentiment; added potential for fiscal support

VALUATIONS

MULTIPLE EXPANSION

Cautious undertones from central banks that extend the dawn of
recession argues for a higher P/E multiple and further equity upside

TECHNICALS

NEAR-TERM RANGEBOUND
LONG-TERM UPTREND INTACT

The S&P 500 is likely to trade in a tight range between its 50 and 200day moving averages as volatility and investor angst remain elevated

CONSENSUS

PESSIMISTIC UNDERTONES

Equity investors are skeptical and generally underweight while bond
markets are priced for pessimism, sets the stage for equity
outperformance

VOLATILITY

FINANCIAL MARKET FRAGILITY

We expect sporadic bouts of volatility to prevail in the near term, which
will keep already-unnerved investors on the defensive

1

IMPORTANT DISCLOSURES
This document is intended for information purposes only and may not be relied upon in evaluating the merits of investing in any Fiera Capital investment vehicle or
portfolio. The information provided is proprietary to Fiera Capital Inc. and it reﬂects Fiera Capital’s views as of the date of this presentation. Such views are subject to
change at any point without notice. Some of the information provided herein is from third party sources and/or compiled internally based on internal and/or external
sources and are believed to be reliable at time of production but such information is not guaranteed for accuracy or completeness and was not independently veriﬁed.
Fiera Capital is not responsible for any errors arising in connection with the preparation of the data provided herein. No representation, warranty, or undertaking, express
or implied, is given as to the accuracy or completeness of such information by Fiera Capital or any other person; no reliance may be placed for any purpose on such
information; and no liability is accepted by any person for the accuracy and completeness of any such information. These materials are not intended as investment advice
or a recommendation of any security or investment strategy for a speciﬁc recipient. Investments or strategies described herein are provided as general market
commentary, and there may be no account or fund managed by Fiera Capital for which investments or strategies described herein are suitable due to the various types of
accounts or funds that are managed by Fiera Capital. Nothing herein constitutes an offer to sell, or solicitation of an offer to purchase, any securities, nor does it constitute
an endorsement with respect to any investment area or vehicle. Any charts, graphs, and descriptions of investment and market history and performance contained herein
are not a representation that such history or performance will continue in the future or that any investment scenario or performance will even be similar to such chart,
graph, or description. Any charts and graphs contained herein are provided as illustrations only and are not intended to be used to assist the recipient in determining which
securities to buy or sell, or when to buy or sell securities. Any investment described herein is an example only and is not a representation that the same or even similar
investment scenario will arise in the future or that investments made will be as proﬁtable as this example or will not result in a loss to such any investment vehicles. All
returns are purely historical, are no indication of future performance and are subject to adjustment. International investing involves risks such as currency and political risk,
increased volatility and differences in auditing and ﬁnancial standards. Emerging-markets securities can be signiﬁcantly more volatile than securities in dev eloped
countries. Currency and political risks are accentuated in emerging markets.
FORWARD-LOOKING STATEMENTS
Discussions regarding potential future events and their impact on the markets are based solely on historic information and Fiera Capital’s estimates and/or opinions, and
are provided for illustrative purposes only. A number of the comments in this document are based on current expectations and are considered “forward-looking
statements”. Actual future results, however, may prove to be different from expectations. The opinions expressed are a reﬂection of Fiera Capital’s best judgment at the
time this document is compiled, are subject to change at any time without prior notice, cannot be guaranteed as being accurate, and any obligation to update or alter
forward-looking statements as a result of new information, future events, or otherwise is disclaimed. Furthermore, these views are not intended to predict or guarantee the
future performance of any individual investment strategy/style, security, asset class, markets generally, nor are they intended to predict the future performance of any
Fiera Capital investment vehicle or portfolio.
PERFORMANCE
Past performance is no guarantee of future results. All investments involve risk including loss of principal. It should not be assumed that the portfolio holdings or
investments made in the future will be proﬁtable or will equal the performance of those discussed herein. T he investment environment and market conditions may be
markedly different in the future and investment returns will ﬂuctuate in value. Different types of investments involve varying degrees of risk, and there can be no assurance
that any speciﬁc investment will be proﬁtable or suitable for a particular investor’s ﬁnancial situation or risk tolerance. Ass et allocation and portfolio diversiﬁcation cannot
assure or guarantee better performance and cannot eliminate the risk of investment losses.
INDEX DEFINITIONS
The S&P 500 Index (SPX) is a stock market index made up of approximately 500 US large cap stocks. The index comprises a collection of stocks of 500 leading companies
and captures 80% coverage of available market capitalization.
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