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AVIVA INVESTORS LOWERS EXPECTATIONS FOR ECONOMIC GROWTH AND RISK
ASSET RETURNS
•

Equities position downgraded to neutral due to low growth expectations

•

Credit preferred in risk assets, specifically high yield and emerging markets

•

Modest preference to Government bonds as an important diversifier

•

US remains preferred equity market, balanced by an underweight to emerging markets

Aviva Investors, the global asset management arm of Aviva plc (‘Aviva’), believes that any early reversal of the
recent growth slowdown is unlikely and inflation pressures will remain weak. In this environment, returns on risk
assets, such as equities, are likely to be more challenged. The renewed easing bias of major central banks should
provide some comfort to investors.

The outlook for global growth has deteriorated over the past three months, largely due to ongoing trade tensions
which have hurt business sentiment, particularly in manufacturing and export sectors. Although hostilities between
China and the US have eased somewhat following the June G20 meeting, the dispute has not been resolved and
could erupt again at any time.

World growth is likely to slow to around three per cent in 2019 and 2020. This is a little below the estimated trend
pace, so will further ease any demand strains on capacity limits and prevent inflation rising much, if at all, over the
next few years. We believe that recession will be avoided for now but think that the major risks, such as trade policy,
are to the downside.

The combination of slower growth and muted inflation pressure means that major central banks have, rightly,
adopted an easing bias. Growth worries are expected to weigh on risk asset returns, while the looser monetary
policy stance will provide some support, justifying a relatively cautious stance on asset allocation.

Michael Grady, Head of Investment Strategy and Chief Economist at Aviva Investors, said:
“Growth concerns mean downside risk for equity returns. As a house, our current equity allocation is neutral,
favouring the US over emerging markets. We expect recession to be avoided, so a nasty default cycle is unlikely,
and as a result, credit should perform reasonably well.
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“More dovish central bank action will help boost duration where we have a modest overweight, while the overall
environment should be supportive for carry strategies. We expect the dollar to remain reasonably well supported.”

The full document can be read at: https://www.avivainvestors.com/en-gb/views/house-view/
Model portfolio asset allocation:
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-ENDSFor more information contact:

Rashmi Punjabi
Honner
rashmi@honner.com.au
+612 8248 3734

NOTES TO EDITORS

IMPORTANT INFORMATION:
Except where stated as otherwise, the source of all information is Aviva Investors Global Services Limited (AIGSL).
As at 9 July 2019. Unless stated otherwise any views and opinions are those of Aviva Investors. They should not be
viewed as indicating any guarantee of return from an investment managed by Aviva Investors nor as advice of any
nature. Information contained herein has been obtained from sources believed to be reliable, but has not been
independently verified by Aviva Investors and is not guaranteed to be accurate. Past performance is not a guide to the
future. The value of an investment and any income from it may go down as well as up and the investor may not get
back the original amount invested. Nothing in this material, including any references to specific securities, assets
classes and financial markets is intended to or should be construed as advice or recommendations of any nature. This
material is not a recommendation to sell or purchase any investment.
In Singapore, this material is being circulated by way of an arrangement with Aviva Investors Asia Pte. Limited
(AIAPL) for distribution to institutional investors only. Please note that AIAPL does not provide any independent
research or analysis in the substance or preparation of this material. Recipients of this material are to contact AIAPL
in respect of any matters arising from, or in connection with, this material. AIAPL, a company incorporated under the
laws of Singapore with registration number 200813519W, holds a valid Capital Markets Services Licence to carry out
fund management activities issued under the Securities and Futures Act (Singapore Statute Cap. 289) and Asian
Exempt Financial Adviser for the purposes of the Financial Advisers Act (Singapore Statute Cap.110). Registered
Office: 1Raffles Quay, #27-13 South Tower, Singapore 048583.

In Australia, this material is being circulated by way of an arrangement with Aviva Investors Pacific Pty Ltd (AIPPL)
for distribution to wholesale investors only. Please note that AIPPL does not provide any independent research or
analysis in the substance or preparation of this material. Recipients of this material are to contact AIPPL in respect
of any matters arising from, or in connection with, this material. AIPPL, a company incorporated under the laws of
Australia with Australian Business No. 87 153 200 278 and Australian Company No. 153 200 278, holds an
Australian Financial Services License (AFSL 411458) issued by the Australian Securities and Investments
Commission. Business Address: Level 30, Collins Place, 35 Collins Street, Melbourne, Vic 3000, Australia.
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AVIVA INVESTORS
Aviva Investors is the global asset management business of Aviva plc. The business delivers investment
management solutions, services and client-driven performance to clients worldwide. Aviva Investors operates in 14
countries in Asia Pacific, Europe, North America and the United Kingdom with assets under management of £331
billion as at 31 December 2018.
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