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Important Information

This document has been prepared by AllianceBernstein Australia Limited (“ABAL”)—ABN 53 095 022 718, 
AFSL 230 698. Information in this document is only intended for persons that qualify as “wholesale clients,” as 
defined by the Corporations Act 2001, and is not to be construed as advice. This document is provided solely for 
informational purposes and is not an offer to buy or sell securities or to provide any service. The information, 
forecasts and opinions set forth in this document or provided at any meeting have not been prepared for any 
recipient’s specific investment objectives, financial situation or particular needs. Neither this document nor the 
information contained in it are intended to take the place of professional advice. You should not take action on 
specific issues based on the information contained in this document without first obtaining professional advice.

Past performance and historical analysis do not guarantee future results. Projections, although based on current 
information, may not be realized. Information, forecasts and opinions can change without notice and ABAL does not 
guarantee the accuracy of the information at any particular time. Although care has been exercised in compiling the 
information contained in this document or provided at any meeting, ABAL does not warrant that this document or 
any information or opinion provided at a meeting are free from errors, inaccuracies or omissions. ABAL disclaims 
any liability for damage or loss arising from reliance upon any matter contained in this document or provided at any 
meeting except for statutory liability which cannot be excluded.

No reproduction of the materials in this document may be made without the express written permission of ABAL. 
This information is provided for persons in Australia only and is not being provided for the use of any person who is 
in any other country.
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Market Backdrop: What’s The Consensus Narrative?
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Source: AB

Market pricing and analysts’ views imply a consensus narrative along these lines:

 Global growth likely to slow but risk of recession remains small, thanks to:

 Fed to cut rates 75-100bp over the next 12 months (Fed put)

 China policymakers will do enough to stabilize growth (Xi put)

 Near-term truce in the trade-war to persist (Trump put)

 Inflation is dead (or, at least, likely dormant for an extended period)

 Together, the growth, inflation and policy picture puts a floor under asset prices

 And, with the end of US “exceptionalism”, the USD has likely seen its highs

Hopes Buoyed By Policy Puts
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Market Backdrop: What’s The Consensus Narrative?
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Hopes Buoyed By Policy Puts

Past analysis does not guarantee future results.
As of Jun 27, 2019
Source: Bloomberg
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Global Macro Outlook: What Are The Key Controversies?
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Current analysis does not guarantee future results.
As of 30 June 2019
Source: AB

Coming Down the Track

Policy Regime Shift
Trade Conflict Spreads
Crystallization of Populist 

Risks

On The Radar

Policy Effectiveness
Trade Tension / Conflict
China Stabilization
Global Recession

Moving Off the Radar

DM Monetary Policy 
Pivot
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Current analysis does not guarantee future results.
As of 30 June 2019
*Exports plus imports of goods & services as a share of GDP.
Source: Haver Analytics and AB

Trade Exposure and Policy Levers: Who’s Most Vulnerable?
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Policy Flexibility and Trade Openness
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Current analysis does not guarantee future results.
Left display: through Q1-2019. Core = average of trimmed mean, weight median and CPI ex Food and Energy.
Right display: through July 17, 2019 
Source: Thomson Reuters Datastream, Bloomberg

Australia: Additional Domestic Challenges
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With Housing Sliding and Wage Growth Soft, RBA Joins The Global Easing Pack

Core Inflation Remains Well Below Target… Chart Title…Prompting RBA to Restart Policy Easing
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Global Macro Outlook: The Outlook Has Darkened
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Current analysis does not guarantee future results.
As of 30 June 2019
Source: AB

 Growth: slowdown continues; 
downside risks dominate

 Inflation: secular story points 
to higher inflation; near-term 
outlook less certain

 Fiscal Policy: supportive but 
unlikely to be a gamechanger 
at the global level

 China: aggressive stimulus 
helps counter downside 
growth risks

 Populism: risks remain (trade,  
Brexit, Italy); a persistent cloud 
over the investment landscape

Base Case

 Global: monetary policy has 
shifted decisively towards 
further stimulus

 Fed: expected to cut rates by 
100 basis point over the 
coming year

 ECB: lower rates/more QE 
likely but major doubts over 
policy effectiveness

 BOJ: biased towards further 
easing but what’s left in the 
toolbox?

 PBOC: additional stimulus 
needed to stabilize growth

Central Bank Response

 Risk Assets: the outlook has 
darkened and downside risks 
dominate; monetary easing to 
provide near-term support but 
policy effectiveness uncertain

 Core Yields: valuations still 
point to higher yields but 
where’s the trigger?

 USD: USD has been unusually 
rangebound over the last year; 
we see few reasons for this to 
change

 EM Risk: slower global growth 
and trade tensions vs. further 
DM monetary policy stimulus

Market Implications
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Policy Easing Supports Central Case But Risks Still Heavily Skewed To The Downside
Global Macro Outlook: Balance Of Risks
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Source: AB
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Current analysis does not guarantee 
future results.
Source: AB

Global Macro Cycle
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Global Macro Outlook: Cyclical & Market Dashboard
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Current analysis does not guarantee future results.
As of Jun 30, 2019
Source: AB
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Source: AB

Biography

Guy Bruten joined AllianceBernstein (AB) in 2004 and is a member of the firm’s Global Economic 
Research team. In that role, he provides macro research coverage for a number of countries in the 
Asia Pacific region, and is also responsible for conducting thematic research—looking at the 
impact, for example, of demographic change, the commodity price supercycle and the global 
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worked in economics and market strategy roles for Macquarie Bank’s Funds Management Group 
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A Word About Risk

The information contained here reflects the views of AllianceBernstein L.P. or its affiliates and sources it believes are reliable as of the date of this publication. 
AllianceBernstein L.P. makes no representations or warranties concerning the accuracy of any data. There is no guarantee that any projection, forecast or opinion 
in this material will be realized. Past performance does not guarantee future results. The views expressed here may change at any time after the date of this 
publication. This document is for informational purposes only and does not constitute investment advice. AllianceBernstein L.P. does not provide tax, legal or 
accounting advice. It does not take an investor’s personal investment objectives or financial situation into account; investors should discuss their individual 
circumstances with appropriate professionals before making any decisions. This information should not be construed as sales or marketing material or an offer or 
solicitation for the purchase or sale of any financial instrument, product or service sponsored by AllianceBernstein L.P. or its affiliates.

Important Risk Information Related to Investing in Equity and Short Strategies

All investments involve risk. Equity securities may rise and decline in value due to both real and perceived market and economic factors as well as general 
industry conditions.

A short strategy may not always be able to close out a short position on favorable terms. Short sales involve the risk of loss by subsequently buying a security at a 
higher price than the price at which it sold the security short. The amount of such loss is theoretically unlimited (since it is limited only by the increase in value of 
the security sold short). In contrast, the risk of loss from a long position is limited to the investment in the long position, since its value cannot fall below zero. Short 
selling is a form of leverage. To mitigate leverage risk, a strategy will always hold liquid assets (including its long positions) at least equal to its short position 
exposure, marked to market daily.

Important Risk Information Related to Investing in Emerging Markets and Foreign Currencies

Investing in emerging-market debt poses risks, including those generally associated with fixed-income investments. Fixed-income securities may lose value due to 
market fluctuations or changes in interest rates. Longer-maturity bonds are more vulnerable to rising interest rates. A bond issuer’s credit rating may be lowered 
due to deteriorating financial condition; this may result in losses and potentially default, or failure to meet payment obligations. The default probability is higher in 
bonds with lower, noninvestment-grade ratings (commonly known as “junk bonds”).

There are other potential risks when investing in emerging-market debt. Non-US securities may be more volatile because of the associated political, regulatory, 
market and economic uncertainties; these risks can be magnified in emerging-market securities. Emerging-market bonds may also be exposed to fluctuating 
currency values. If a bond’s currency weakens against the US dollar, this can negatively affect its value when translated back into US-dollar terms. 
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