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Market Insights

Last week, founder & Co-Chief Investment Officer of Bridgewater Associates, Ray Dalio, 
expressed concerns about the stability of the American economy and has warned 
investors to cut back on their risk appetites. The billionaire’s opinions were published 
via his LinkedIn, amid political turmoil in the U.S. 

In the past 6 months, CEOs in President Trump’s business advisory councils have 
resigned one by one. As of last week, the Strategic and Policy Forum was officially 
disbanded after the CEOs on the forum stepped down, with President Trump’s response 
to the events in Charlottesville being the final straw for the remaining council members. 
Shortly after news of the council being disbanded, President Trump announced his 
decision to also dissolve the Manufacturing Council.

In addition to the advisory councils being disbanded, concerns regarding potential 
changes to the North American Free Trade Agreement (NAFTA) and the nuclear situation 
between the U.S. and North Korea have increased uncertainty amongst investors, which 
can be seen in the performance of various indexes.

Volatility Indexes like the JPMorgan Global FX Volatility index and the Chicago Board 
Options Exchange’s VIX Index are all trending higher as compared to the last 3 months. 
Bearish option trades have also spiked on the S&P 500 Index, and Small-Cap stocks have 
been in a continuous decline, with The Russell 2000 declining 7 percent since July this 
year.

Although America’s GDP has risen 1.9% year to date, and the US unemployment rate is 
at a 16-year low at 4.3%, Dalio has attributed this to “gaps in wealth and income being 
the greatest since the Great Depression, with some performing extraordinarily well and 
others doing terribly”.

Dalio is not the first big money manager to voice his concerns. His comments echo 
those of other investment management giants PIMCO and T. Rowe Price, who have also 
warned investors to reduce their allocations to risky investments, as reported in their 
respective recent asset allocation reports.

Big money managers like PIMCO have adjusted their portfolios to put a heavier focus on 
“safe haven” investments like gold, treasury bonds and real estate investment trusts. 
These “safe” investments are historically the go-to investments in times of market 
uncertainty, and their prices tend to rise in times of crisis and hence the yield falls. 

The periodic decline of yields on safe haven assets from levels that were already 
considered ‘low’ is a key theme that has dominated investment markets over recent 
years.  The challenge for investors is to seek out alternative asset classes to combat 
the still lofty premium valuations across global equity markets, low cash rates and 
the potential for interest rates to normalize at some point in the future.  To that end, 
alternative investment strategies such as private debt can assist in enhancing portfolio 
returns while being less sensitive to the movement in the equity and bond markets.  
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Market Rates Last Close
% Weekly 

Change

ASX200 5,744 -0.1%

Dow Jones 21,814 0.6%

Hang Seng 27,848 3.0%

FTSE100 7,401 1.1%

DAX 12,168 0.02%

RBA Cash 1.50 0.0%

3mth BBSW 1.71 1.2%

2yr Swap 1.93 1.6%

10yr Swap 2.80 0.4%

AUD/USD 0.7926 -0.1%

AUD/GBP 0.6125 -0.6%

AUD/EUR 0.6635 -1.6%

AUD/NZD 1.0944 0.9%

WTI Oil 47.87 -1.3%

Gold 1,292.50 0.5%

Copper 6,647.50 2.8%

Iron Ore 78.40 0.6%
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Upcoming Week

Australia

Mon 28 August: No major data release

Tue 29 August: No major data release

Wed 30 August: Construction Work Done QoQ (Q2)

Thu 31 August: Private Capital Expenditure QoQ (Q2)

Fri 1 September: AIG Manufacturing Index (Aug)

Overseas

Mon 28 August: US Goods Trade Balance Adv (Jul)

Tue 29 August: Japan Unemployment Rate (Jul)

Wed 30 August: US ADP Employment Change (Aug)
US GDP Growth Rate QoQ 2nd Est (Q2)

Thu 31 August: UK GDP Growth Rate YoY 2nd Est (Q1) 
UK Gfk Consumer Confidence (Aug)

Fri 1 September: US Unemployment Rate (Aug)
Japan Consumer Confidence (Aug)
China Caixin Manufacturing PMI (Aug)
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