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MARKET INDICES ($)
1 month 3 months 1 year 3 years* 4 years* 5 years*

MSCI World
S&P 500 (US)
FTSE 100 (UK)
FSE DAX (Germany)
Nikkei (Japan)
MSCI EM
S&P BSE SENSEX (India)
SSE Composite (China)
BOVESPA (Brazil)
MICEX (Russia)

0.57 7.71 17.91 17.31 12.55 13.95
0.39 4.53 9.17 11.35 6.49 7.19

-1.12 -1.00 -6.21 9.67 4.41 4.10

-0.53 -1.09 -0.81 12.36 3.44 3.61

1.52 -1.88 3.11 6.33 1.61 2.52

3.64 6.21 19.69 15.68 11.60 9.56

-8.28 -3.34 4.35 7.84 3.76 10.05

6.75 5.05 -15.41 20.64 -2.62 -3.31
9.18 5.28 4.97 14.69 1.45 -3.51

2.76 -4.59 -18.67 -5.13 1.59 2.91

MARKET COMMENTARY

In the third quarter of 2018, investment returns wavered around a handful of decorated themes. Perhaps most prominently, we saw the execution of trade 
tariffs, which severely dented sentiment towards some of the emerging markets and supported a U.S. asset spike. This was exacerbated by further U.S. 
dollar strength, U.S. and U.K. central bank tightening and idiosyncratic woes in Turkey, Argentina and Venezuela.

Outside of the emerging market vulnerabilities and U.S. strength, we also saw further weakness in Europe. A lack of progress surrounding the Brexit 
“Chequers” blueprint saw U.K. assets come under pressure once again. It really feels like two steps forward, two steps backward as investors seemingly
ignore corporate fundamentals and await some certainty. Even on the European continent, Italian and Greek risks resurfaced, not to mention the flow-on
implications from the Turkish banking crisis. 

Yet, it wasn’t all bad news. Offsetting some of the weakness, Russia and Mexico had a quarter to remember, enjoying the oil price rally and a period of 
relative political calm as investor interest returned. At a sector level, healthcare took top spot and notched a double-digit result.

Therefore, it was a true quarter of asset price dispersion, with a key takeaway being despondency for the vulnerable and cheer for assets that resemble a 
growth story. Speaking of market darlings, even the Federal Reserve chairman Jerome Powell has been willing to call the U.S. economy “extraordinary” –
such is the optimism being priced into the U.S. market. This has an obvious knock-on effect to fixed income assets, especially given a third interest rate 
hike in the U.S. this year and the eighth since they came off their bottom of 0.25% in late 2015.

Despite the above, fixed income markets were quite muted over the quarter, with corporate debt performing slightly better than government equivalents. 
Inflation-linked bonds also performed reasonably as investors grapple with ever-undulating inflation expectations. 

In addition, currency markets continue to move quickly, although a late retreat for the US dollar unwound some of the pain for emerging market assets. 
Sterling continued its rollercoaster too, although the overall move for the quarter was neither here nor there.

Taken together, we find an interesting landscape, where investor anxiety of a global downturn is meeting a FOMO effect (fear of missing out) amid the late 
cycle rally. The net outcome appears to be that investors continue to support assets with less perceived risk and shun assets that are seemingly vulnerable 
– even if valuations hint that this is the dangerous thing to do. Interesting times indeed.

Returns greater than a year have been annualised.
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