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We still want to buy dips and sell rallies against the backdrop of an expensive U.S. 

equity market, a broadly neutral earnings outlook, and sentiment indicators that 

point to complacency. Europe and, to a lesser extent, Japan and emerging markets 

(EM) have better cycle support. Government bonds are expensive, but a lack of 

global inflation pressure should keep yields in a range.

The U.S. economy still looks resilient, if not mediocre. Incoming data during the 

second quarter proved consistent with below-consensus growth forecasts for 2017. 

The bigger surprise has come from the sharp slowdown in core inflation. Current 

sentiment may underestimate future inflation prospects, and therefore fed rate hike 

prospects, but the burden of proof is on inflation materializing.  

In the past quarter, eurozone markets started to close the gap between strong 

fundamentals and weak relative performance. Good news coming from the 

economy, political developments, earnings growth and monetary policy pushed 

markets higher. Although this rally has stretched near-term sentiment, we expect 

the eurozone to continue to do well in the medium term. The dollar seems 

oversold in the near-term, and if rate hikes come, will appreciate significantly 

against the Euro and Yen.  

The developing Asia-Pacific economies are powering ahead like the proverbial 

storybook rabbit after years of underperformance. Resilient global trade continues 

to be a tailwind, and while Asia- Pacific equities currently appear slightly expensive 

after a strong second-quarter performance, investor flows to the relative better 

growth and yields of emerging markets should continue.

Request our latest Quarterly Outlook to read our latest thinking and positioning on 

capital markets. 

Our latest Quarterly Outlook is provided to Consilium clients. If you are not a 

Consilium client and would like to review our thinking and outlook, please use the 

following link to request this quarter’s full client note:   

http://consilium-llc.com/contact
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