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Most investors ended the past year in a pessimistic mood. The Trump administration's trade conflict with
China called into question the global growth model based on free trade and globalization. Steadily
declining leading indicators and a more restrictive monetary policy triggered fears of recession. This
sentiment was reflected in losses on all major equity markets and a sharp widening of corporate bond
spreads, particularly in the fourth quarter. So, have we already seen the worst?
There are at least several reasons why the mood is worse than the situation:

•
•

•

•

Although growth has slowed, we see no clear signs of recession: purchasing managers' indices
have fallen, but at over 50 they are still signaling an expanding but decelerating economy; unemployment
figures are improving in the US and the eurozone; stable commodity prices (except for oil) point to
healthy demand.
Slowing China still has scope for economic stimulus measures: Growth is weak in China (Chinese
retail sales reached a 15-year low in the fourth quarter, car sales slumped). But the government still has
room for maneuver, especially in tax policy, to support the economy. However, the strongest impetus for
a recovery would come from an agreement in the trade dispute, which would also be in the interest of the
US.
The central banks will not stifle a possible recovery: After four rate hikes, the Fed seems to be taking
a break. The markets no longer expect interest rates to rise in 2019. While the Fed has already reached a
neutral interest rate level, the ECB is lagging and has just completed its QE program. Since it will neither
reduce its bond holdings nor raise interest rates for the time being, monetary policy in the euro zone will
remain accommodative in 2019.
However, the risks of 2018 have not simply vanished into thin air. The trade dispute between the US and
China has not yet been settled. A disorderly Brexit could trigger turbulence. Investors would therefore do
well to proceed cautiously and, depending on developments, to increase the risks during the year.
Subject to this, however, the following asset classes appear to us to be the most attractive:

• Euro equities: While the US economy is slowing, growth in the Eurozone should be stable (even if
slightly below potential growth). So, following the sharp correction in the last quarter of 2018, many
equities and sectors such as automotive suppliers offer attractive valuations.

• Emerging markets equities: Emerging markets suffered from rising interest rates and the rising
dollar in 2018. When the dollar falls, there is a lot of catch-up potential in 2019.

• European convertible bonds: Cautious investors can use this asset class, for participating in the
equity market with a buffer.

• Short Duration High Yield Bonds: After the massive widening of spreads, valuations are
attractive again, if you have the resources to analyze issuers and invest only selectively.

• Private Equity Secondaries: Private equity makes it possible to capture equity returns without the
volatility of the equity markets. In view of the levels of valuations on the primary market and high
sums still to be invested, opportunities are available on the secondary market.
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Disclaimer
ODDO BHF Asset Management (ODDO BHF AM) is the asset management unit of the ODDO BHF group. ODDO BHF AM is the
joint brand of four legally independent entities: ODDO BHF AM SAS (France), ODDO BHF PRIVATE EQUITY ( France), ODDO
BHF AM Luxembourg and ODDO BHF AM GmbH (Germany).
The following document was produced by ODDO BHF ASSET MANAGEMENT SAS for promotional purposes. Dissemination of this
document is under the responsibility of any distributor, broker or advisor. Potential investors are invited to consult an
investment advisor before subscribing to the fund regulated by the Autorité des Marchés Financiers (AMF), the
Commission de Surveillance du Secteur Financier (CSSF) or the Federal Financial Supervisory Authority (BaFin). Investors
are hereby informed that the funds incur a risk of loss of invested principle, as well as a number of risks incurred from
investing in portfolio instruments and strategies. When investing in the fund, investors are required to read the Key
Investor Information Document (KIID) or the fund prospectus, in order to obtain full information on the risks incurred. The
value of financial investments is subject to both upward and downward fluctuations, and it is possible that invested sums will not be
returned in full. The investment must be in accordance with the investor’s investment goals, investment horizon, and ability to cope
with the risks incurred by the transaction. ODDO BHF AM assumes no liability for any direct or indirect damages of any sort
resulting from the use of this document, or any portion thereof. Information is provided solely as an illustration and is subject to
change at any time without prior notice.
Past performances are not a reliable indication or guarantee of future performances, which are subject to fluctuations over time.
Performances are expressed on an after-fee basis, with the exception of any subscription fees that may be charged by the
distributor, and of local taxes. The opinions expressed in this document reflect our market expectations at the time of publication.
They are subject to change with market conditions and may under no circumstances incur the contractual liability of ODDO BHF
ASSET MANAGEMENT SAS. The net asset values provided in this document are meant only as illustrations. Only the net asset
value given on the transaction statement and account statement is binding. Fund subscriptions and redemption requests are made
on the basis of a then-unknown net asset value.
The KIID and prospectus are available free of charge from ODDO BHF ASSET MANAGEMENT SAS or at am.oddo-bhf.com as well
as from authorised distributors. The annual and interim reports are available free of charge from ODDO BHF ASSET
MANAGEMENT SAS or on request from ODDO BHF Asset Management GmbH.

Please note that, effective from January 3, 2018, when OBAM provides investment advisory services, it always does so on a nonindependent basis pursuant to the European Directive 2014/65/EU (so-called “MIFID II Directive”). Please also note that all
recommendations made by OBAM are always provided for diversification purposes
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A portfolio management firm certified by the French Financial Markets Authority (AMF) under n°GP 99011. Established in the form of a simplified jointstock company with authorised capital of €7,500,000. Entered into the Paris Register of Trade and Companies under number 340 902 857.
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