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Global growth forecasts edge higher

Despite rising geopolitical tensions markets have been 
relatively sanguine over the last month. The S&P 500 
moved less than 0.3% per day for 13 consecutive days 
from late July to early August, which is the longest 
period of such low volatility in history. Markets are 
supported by loose monetary policy and synchronised 
economic growth. The world economy continues to 
perform well and GDP forecasts have been gradually 
increasing. We currently expect global growth to be 
2.9% in 2017. Traditionally we would expect higher 
interest rates in this environment of economic 
expansion, but central banks remain cautious and  
we expect interest rates in the UK and US to remain  
on hold for the remainder of this year. Global trade 
has been strong, benefiting emerging markets,  
but there are signs that this may have plateaued. 
China’s previous dominance is now fading, whereas 
the outlook for Japanese and European trade has  
been improving.

UK economy remains fragile

In the UK, strong jobs growth has been a key driver 
of the economy but wage growth is poor. Economic 
growth is now at its lowest since the start of 2013 as 
households struggle with reductions in real income 
and inflation continues to outpace wages despite the 
unemployment rate falling to 4.4%, the lowest rate 
since 1975. As a result the UK economy remains fragile 
and we expect the Bank of England to keep interest 
rates unchanged in the near term.

Portfolio implications

We remain invested in equities as growth continues 
to be generally supportive. We are becoming more 
cautious on companies exposed to the UK domestic 
economy given ongoing uncertainty over Brexit and 
concern over increasingly squeezed consumers. 
Better economic activity in Europe and more attractive 
valuations mean we are more positive on the 
European equity market and have been adding to 
positions where appropriate. Bond markets remain 
vulnerable to normalisation of monetary policy, 
although we expect this to be gradual. Alternative 
assets are important diversifiers in portfolios, with 
assets such as absolute return included to provide a 
buffer when volatility picks up. Property continues to 
offer an attractive income, although capital returns are 
hindered by Brexit uncertainty.

Note: These diagrams 
are indicative of our asset 
allocation preferences.
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Current views

Cazenove Charities is the largest investment manager of charitable assets in the UK. Supported by the investment resource at 
Schroders, the team of 25 charity specialists has a track record of generating strong risk adjusted returns with a commitment to 
responsible investing. 
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Source: Thomson Datastream, Schroders Economics Group, 
24th July 2017.


