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“Question marks over global growth prospects and evaporating central bank liquidity – not to mention the usual summer market drought – make us cautious about equities,” says Luca Paolini, chief strategist at Pictet Asset Management. 
“With plenty of dry tinder around, trade wars could prove the spark that starts the fire. The risk of a market correction is rising.”
“Relatively attractive yields and the US market’s safe haven status mean that we’ve lifted our stance on Treasury bonds to a full overweight.”
“Euro zone fixed income assets look less appealing. The European Central Bank is phasing out its stimulus at a time when political uncertainty in Italy could derail reform of the euro zone in areas such as banking, public spending and immigration.”
“Elsewhere, we’ve shifted to a neutral stance on the yen, mindful that the dollar is likely to strengthen in the near term. We maintain our underweight stance on the euro.”
“Whilst we raised our overall bond allocations, we have reduced equities to underweight and turned more defensive on equity sectors – albeit not where valuations remain compelling.”
“For example, we have upgraded industrials and consumer staples to neutral from underweight; and taken health care to full overweight. Simultaneously, we have reduced financials to neutral.”
“In terms of geographic regions, we have cut euro zone equities to neutral and raised Japan to a full overweight position. US stocks remain expensive.”
“Overall, with the global economy losing steam, we’ve trimmed our exposure to economically-sensitive stocks and added to sectors that are best placed to weather a downturn.”
-Ends-
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