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ASSET ALLOCATION 

OVERVIEW OF ASSET CLASSES 

Equities 

 Eurozone  Neutral 

 UK  Neutral 

 US  Positive 

 Emerging markets   Positive 

 

Fixed income 

 Global corporate investment grade credit  Negative 

 US high yield  Positive 

 US government bonds  Negative 

 UK government bonds  Neutral 

 EU government bonds  Neutral 

 

Commodities 

 Gold  Negative 

 Oil  Positive 

 

Currencies 

 US dollar index  Positive 

 EUR  Neutral 

 GBP  Negative 

 Japanese yen  Negative 
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US Manufacturing PMI CPI YoY

MACROECONOMIC OUTLOOK 

UNITED STATES 

Economics 

The United States continues to lead other 
developed economies in its robust economic 
growth. 

PMI numbers held at elevated levels above 50 (a 
sign of expansion), with the ISM Manufacturing 
Index falling slightly to 57.2, from 57.7 in 
February. Elsewhere, jobs data continues to 
show strength, with non-farm payrolls of 235,000 
jobs in February, and an upwards revision of the 
January figure to 238,000 jobs created. Whilst 
retail sales dipped to 5.7 per cent, from 6 per 
cent in January, the trend has been upward 
moving.  

With inflation, the trend has also been for steady 
growth, with the Consumer Price Index (CPI) 
reaching 2.7 per cent in February, from 2.5 per 
cent in January.  

With the economy on solid footing, the Federal 
Reserve changed tact in March, raising rates by 
a quarter-point to 0.75-1.0 per cent, previously a 
move unanticipated by markets. Despite the 
hike, the Fed decided against altering the pace 
of hikes and still expects two rate rises over the 
course of the year, with markets anticipating the 
next hike in June.  

Whilst Fed Chair Janet Yellen’s rhetoric remains 
dovish, minutes released from the Fed’s March 
meeting detailed for the first time discussion on 
when / how to reduce the size of the central 
bank’s balance sheet, signalling rate-setters’ 
growing confidence in the strength of the 
recovery.  

Economics aside, Trump faced his first major 
set-back in March, failing to repeal Obamacare 
and subsequently calling into question the 
President’s ability to pass legislation through 
congress. We expect that the market’s patience 
will continue to wane, should Trump’s 
administration fail to match the heightened 
optimism that has surrounded the new 
Presidency thus far.

Asset classes 

Equities 

Despite a slate of positive data, US equities 
were unchanged over the course of March, 
returning to 0.12 per cent on the month (and in 
line with the neutral view we took last month). 
This tailing off in the US equity story has partially 
been driven by a failure in reality of Trump’s pro-
growth policy agenda to match market 
expectations – a risk that remains.  

That being said, the technical picture for US 
equities looks more attractive as we enter April, 
particularly in our favoured sectors, including 
financials and industrials.  

As we go into earnings season, and noting the 
robust fundamentals (which should feed into 
quarterly performance) we take a positive view 
on US equities.  

Fixed income 

Whilst the Fed’s more dovish tone should keep 
a cap on any meaningful drop in rates, we have 
a negative bias for US government bonds and 
longer-dated credit over the course of April.  On 
a relative basis, we have a positive view on high 
yield issues, given corporate fundamentals 
remain strong.  

Currencies 

We take a moderately positive view on the US 
dollar going into April.  

 

 

 

 

Fundamentals are robust: economic data and inflation 
point to continued normalisation in US economic 
output 

Source: Bloomberg, March 2017 
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UNITED KINGDOM 

Economics 

The UK economy continues to blow hot and 
cold, with resilience in economic data matched 
by signs of a slowdown.  

PMI numbers have been consistently positive, 
albeit slowing, with manufacturing and services 
up 54.6 and 53.3 respectively in February. 
Elsewhere, retail sales bounced back in 
February, rising 1.3 per cent month-on-month 
(MoM), following a fall in January of 0.2 per cent 
and challenging the view that consumer 
spending is set to turn. 

Despite this broadly positive data however, 
industrial production fell -0.7 per cent MoM in 
February, against market expectations of a gain, 
whilst manufacturing production also fell slightly 
to -0.1 per cent MoM.  

Against an unclear economic backdrop, inflation 
has continued to rise, reaching 2.3 per cent in 
February, above the Bank of England’s 2 per 
cent target. The sharp move above 2 per cent 
caused markets to shift forwards expectations 
for the first interest rate hike. That being said, 
we expect oil and sterling inflationary effects to 
stabilise over the next few months and as we 
saw in March, where the BoE decided to keep 
rates unchanged, we do not expect a rate hike 
in the near future. 

On the political front, Phillip Hammond unveiled 
his spring budget in March. The announcement 
was light on surprises, given the chancellor’s 
core aim of delivering a fiscally tight budget to 
Brexit-proof the British economy. Whilst 
headlines focused on the chancellor’s tax rises 
for the self-employed (and his subsequent U-
turn), the budget also included revisions to 
growth forecasts (positive in the near term and 
negative over the medium term) as well as to 
levels of borrowing.  

The budget aside, Article 50 was triggered on 
March 29th, marking the formal start of the UK’s 
exit from the EU. Amidst the noise emanating 
from the British media, the impact to the 
economic outlook still remains to be seen over 
the near term. 

Asset classes 

Equities 

We are neutral on UK equities going into April, 
as economic data begins to turn. As the positive 
tailwind of a weaker currency starts to fade, we 
do not see meaningful upside from current 
levels. 

On a sector basis, we favour industrials and 
basic material companies, which are emerging 
from a prolonged cyclical downturn. 

Fixed income 

We take a more neutral view on UK Government 
debt, with little upside from current levels. 

There is no change to our view that UK 
investment grade bonds remain supported by 
the central bank’s corporate bond purchase 
programme, thus the asset class looks fairly 
valued. 

Currencies 

Having moved higher over the course of March, 
we expect the pound to come under pressure 
this month. Notwithstanding Brexit uncertainty, 
weakness in elements of the economy should 
start to weigh on the pound, versus other major 
currencies. 

 

 

 

 

 

 

 

Tailwinds starting to fade: industrial and manufacturing 
production figures suggest a slowdown is beginning to 
take hold 

Source: Bloomberg, March 2017 
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Le Pen Fillon Macron Hamon

EUROZONE 

Economics 

Europe continues to demonstrate strength in its 
recovery, despite inconsistency in certain data. 

PMI numbers were strong across the board in 
March, with the composite index for the euro 
reaching 56.4, from 56 in February. The strength 
was broad-based, with multi-year highs in 
manufacturing PMI for all major Euro economies 
(ex-Spain). 

Elsewhere, the data has been more mixed with 
retail sales unable to sustain growth in all major 
countries other than Germany, where sales grew 
1.8 per cent MoM. A similar trend was seen with 
Industrial Production, where growth in Germany 
and Spain (2.5 per cent YoY in both countries) 
was tempered by further weakness in France (-
0.7 per cent YoY). 

Although not clear cut, sentiment is improving 
and growth appears to be moving in the right 
direction. This has been reflected at the 
European Central Bank (ECB), where there has 
been a slow adjustment in policy language, in 
acknowledgement that economic risks have 
receded. At the March ECB meeting, Mario 
Draghi said the bank does ‘not anticipate that it 
will be necessary to lower rates further’ – in 
doing so, Draghi opened the door to both rate 
rises and tapering of the ECB’s highly 
accommodative bond-buying program. 

Politics remains a tailwind in April as the French 
election fast approaches. There was some relief 
over the course of the month as Macron took 
the lead from Le Pen in one poll of first-round 
voting intentions for the first time. This was 
supported by the first Presidential debate, 
where Macron was seen to have narrowly beaten 
other candidates. As the date of the first round 
approaches, the likelihood of a Le Pen has 
diminished (see chart), but we continue to 
monitor events closely. 

 

 

 

 

 

 

Asset classes 

Equities 

We remain broadly positive on European 
equities this year; Eurozone countries have 
shown robust growth, a trend we expect to 
continue. On a sector level, we have a 
preference for consumer stocks, industrials and 
technology, which should benefit in a pro-
cyclical environment.  

Whilst the bullish story remains in place, we take 
a neutral view on European equities in April, 
both given the strong returns seen in March 
(Euro Stoxx 50 is up 5.72 per cent over the 
month) and also given the overhang of the 
French election. Until uncertainty is resolved, we 
expect risk assets to remain under pressure.  

Fixed income 

We move to a neutral view on rates and longer-
dated credit in April (from negative in March). 
Whilst higher inflation and an improving macro 
outlook should put pressure on long term 
government bonds, political risk should keep 
rates in line over the month. 

Within investment grade bonds, we are neutral 
to negative, with a continued bias towards 
financials, which have underperformed the 
broader index.  

Currencies 

Despite strength in the economy, which should 
support the currency, the euro is likely to remain 
under pressure until clouds of uncertainty have 
cleared in France. 

 

 

 

French political risk is diminishing: implied 
probability of candidates to win the French 
Presidential election  

Source: Bloomberg, March 2017 
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HIGH CONVICTION IDEAS 

EQUITIES 

US investment picks 

Ticker Name Price Price 
change 
YTD (%) 

Market 
capitalisation (bn) 
in USD 

EBITDA 
MARGIN 

Dividend 
yield (%) 

EV / EBITDA 
adjusted 

PE 
next 
year 

ROA 

COMMUNICATIONS 

 
SATS US 

 
ECHOSTAR CORP-A 

 

56.4 

 

9.7 

 

5.3 

 

28.1 

 

- 

 

6.4 

 

52.0 

 

2.2 

SBGI US 
SINCLAIR BROADCAST 

GROUP -A 

 

40.3 

 

20.7 

 

4.1 

 

32.3 

 

1.8 

 

7.8 

 

11.6 

 

4.3 

CONSUMER, CYCLICAL 

CRI US  CARTER'S INC 89.03 3.06 4.3 15.63 1.66 9.02 14.46 13.07 

CTB US  
COOPER TIRE & 

RUBBER 
43.6 12.1 2.3  17.6 1.0 3.8 10.1 9.8 

CONSUMER, NON-CYCLICAL 

UHAL US  AMERCO 361.7 -1.9 7.1 38.3 - 6.1 15.9 5.2 

PPC US  PILGRIM'S PRIDE CORP 22.79 20.01 5.7 11.27 - 6.38 10.96 13.93 

TARO US  
TARO 

PHARMACEUTICAL 
INDUS 

116.64 10.80 5.0 66.19 - 5.59 11.62 22.62 

ENERGY 

MUSA US  MURPHY USA INC 74.3 20.9 2.7  4.1 - 7.0 14.4 11.1 

INDUSTRIALS 

AGR US  AVANGRID INC 43.1 13.8 13.3 33.2 4.0 8.3 18.1 - 

EMA CN  EMERA INC 47.1 3.8 9.9  26.8 4.4 19.8 15.7 1.2 

EXC US  EXELON CORP 36.27 2.20 33.6 27.70 3.61 7.87 12.59 1.08 

GXP US  
GREAT PLAINS 
ENERGY INC 

29.15 6.58 6.3 37.01 3.77 9.81 16.14 2.39 

 

 

  

Source: Bloomberg – all data as of 07/04/2017 
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UK investment picks 

 

Ticker  Name Price Price 
change  
YTD (%) 

Market 
capitalisation (bn) in 
GBP 

EBITDA 
MARGIN 

Dividend 
yield (%) 

EV / EBITDA 
adjusted 

PE 
next 
year 

ROA 

BASIC MATERIALS 

MNDI LN  MONDI PLC 1931.0 15.9 9.4 19.9 2.5 8.4 14.4 9.3 

POLY LN  
POLYMETAL 
INTERNATIONAL PLC 

1050.0 22.8 4.5 46.5 2.0 7.9 10.6 16.4 

VCT LN  VICTREX PLC 1928.0 -0.2 1.7 45.9 2.4 11.0 16.9 18.3 

COMMUNICATIONS 

PAYS LN PAYSAFE GROUP PLC 
467.5 25.9 2.3 28.6 - 8.6 11.3 7.5 

CONSUMER, CYCLICAL 

HWDN LN  
HOWDEN JOINERY 
GROUP PLC 

428.8 11.7 2.7 21.7 2.5 7.8 14.1 25.9 

JD/ LN  
JD SPORTS FASHION 
PLC 

393.3 23.7 3.8 10.0 0.4 10.1 19.4 14.4 

SPD LN  
SPORTS DIRECT 
INTERNATIONAL 

300.6 7.9 1.7 11.1 - 5.4 17.9 10.0 

TUI LN  TUI AG-DI 1090.0 -6.3 6.4 7.5 4.9 7.3 10.6 8.0 

CONSUMER, NON-CYCLICAL 

BVIC LN  BRITVIC PLC 654.5 15.4 1.7 15.4 3.7 9.5 13.0 7.8 

FEVR LN  
FEVERTREE DRINKS 
PLC 

1558.0 36.8 1.8 34.6 0.4 36.4 54.9 27.0 

SN/ LN  SMITH & NEPHEW PLC 1229.0 0.7 1.1 26.0 2.0 12.5 16.5 10.8 

INDUSTRIALS 

SMIN LN  SMITHS GROUP PLC 1619.0 14.3 6.4 16.9 2.6 9.5 16.8 9.82 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Bloomberg – all data as of 07/04/2017 
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Eurozone investment picks 

 

Ticker Name Price Price 
change 
YTD (%) 

Market 
capitalisation (bn) 
in EUR 

EBITDA 
MARGIN 

Dividend 
yield (%) 

EV / 
EBITDA 
adjusted 

PE 
next 
year 

ROA 

CONSUMER.CYCLICAL 

AF FP  AIR FRANCE-KLM 7.06 36.45 2.1 11.19 - 2.05 5.03 3.42 

CDI FP  CHRISTIAN DIOR SE 220.70 10.77 39.8 23.23 1.63 6.29 17.86 2.77 

MC FP  
LVMH MOET 
HENNESSY LOUIS VUI 

206.45 13.81 104.7 24.05 1.94 10.54 20.53 6.79 

ML FP  MICHELIN (CGDE) 112.80 6.72 20.3 20.01 2.88 4.71 10.97 6.81 

UG FP  PEUGEOT SA 18.12 16.94 16.0 9.60 2.65 1.69 7.27 3.67 

CONSUMER, NON-CYCLICAL 

ORNBV FH  ORION OYJ-CLASS B 48.99 16.31 6.9 33.13 2.76 16.51 28.43 23.61 

REC IM  RECORDATI SPA 32.53 20.84 6.8 31.66 2.15 15.70 23.78 15.67 

VIS SM  VISCOFAN SA 48.73 4.00 2.3 27.92 2.96 - 17.28 14.19 

INDUSTRIALS 

IP IM  
INTERPUMP GROUP 
SPA 

21.93 41.03 2.4 21.41 0.91 9.71 20.55 6.97 

HO FP  THALES SA 91.11 -1.11 19.3 12.06 1.76 9.67 16.45 4.28 

TECHNOLOGY 

DLG GR  
DIALOG 
SEMICONDUCTOR PLC 

47.72 18.80 3.7 31.14 - 6.95 15.99 19.20 

UTILITIES 

REE SM  
REDELECTRICA 
CORPORACION SA 

18.45 2.90 10.0 77.16 4.66 10.28 14.11 6.02 

 

 

  

Source: Bloomberg – all data as of 07/04/2017 
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FIXED INCOME 

Our top picks 

 

Security name Issuer name Maturity Coupon 
(%) 

Price YTW 
(%) 

Duration 
(years) 

S&P Seniority Country 

EUR 

CONSUMER, NON-CYCLICAL 

XS1013955379 Fresenius Se & Co Kgaa 01/02/21 3 109.87 0.48 3.62 BB+ Sr unsecured GE 

CONSUMER, CYCLICAL 

FR0012759744 Rci Banque Sa 08/06/22 1.25 101.70 0.97 4.98 BBB Sr unsecured FR 

XS1048428012 Volkswagen Intl Fin  - 3.75 105.07 2.45 3.74 BBB- Jr subordinated NE 

XS1551347393 Jaguar Landrover  15/01/24 2.2 99.32 2.35 6.28 BB+ Sr Unsecured EN 

ENERGY 

XS1501166869 TOTAL S.A. - 3.369 99.67 3.44 8.14 A- Jr Subordinated FR 

INDUSTRIALS 

XS1002933072 Heidelbergcement Fin  21/10/21 3.25 112.59 0.49 4.21 BBB- Sr unsecured LX 

UTILITIES 

XS0223447227 EDP Finance 29/06/20 4.125 111.79 0.51 3.00 BB+ Sr unsecured NE 

          

 

 

  

Source: Bloomberg – all data as of 07/04/2017 
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Security name Issuer name Maturity Coupon 
(%) 

Price YTW 
(%) 

Duration 
(years) 

S&P Seniority Country 

USD 

BASIC MATERIALS 

US03938LAU89 Arcelormittal 01/03/21 6.5 109.37 3.67 3.51 BB 
Sr 

unsecured LX 

US067901AL20 Barrick Gold Corp 01/04/22 3.85 105.88 2.65 4.58 BBB- 
Sr 

unsecured CA 

US91911TAL70 Vale Overseas Limited 15/09/20 4.625 104.97 3.17 3.20 BBB- 
Sr 

unsecured CI 

COMMUNICATIONS 

US00206RCM25 AT&T INC 30/06/2022 3 100.22 3.00 4.68 
BBB+ 

/*- 
Sr 

Unsecured US 

US294829AA48 ERICSSON LM 15/05/2022 4.125 102.36 3.65 4.58 BBB- 
Sr 

Unsecured SW 

US872456AA66 
TELECOM ITALIA 
CAPITAL 18/06/2019 7.175 109.01 2.95 2.03 BB+ 

Sr 
Unsecured LX 

US87264AAG04 T-MOBILE USA INC 28/04/2022 6.731 103.53 2.95 0.04 
BB 
/*+ 

Sr 
Unsecured US 

US92857WBC38 VODAFONE GROUP PLC 19/02/2023 2.95 99.33 3.12 5.39 BBB+ 
Sr 

Unsecured EN 

CONSUMER, NON-CYCLICAL 

US37045XAL01 
General Motors Finance 
Co 15/05/23 4.25 103.67 3.60 5.36 BBB- 

Sr 
unsecured US 

US412822AD08 Harley-Davidson 28/07/25 3.5 103.03 3.14 7.05 A- 
Sr 

unsecured US 

US52736RBD35 Levi Strauss & Co 01/05/22 6.875 103.97 -2.91 0.05 BB+ 
Sr 

unsecured US 

US55616XAF42 Macys Retail Holdings 15/01/22 3.875 99.80 3.97 4.35 BBB 
Sr 

unsecured US 

US85590AAP93 Starwood Hotels & Resort 15/02/23 3.125 99.45 3.32 5.36 BBB 
Sr 

unsecured US 

ENERGY 

US05565QCJ58 BP Capital Markets Plc 26/09/23 3.994 106.03 3.03 5.77 A- 
Sr 

unsecured EN 

FINANCIAL 

XS0989394589 CREDIT SUISSE  - 7.5 108.49 5.99 5.30 BB 

Jr 
Subordinate

d SZ 

US74340XAW11 PROLOGIS LP 15/08/2023 4.25 107.22 3.00 5.42 A- 
Sr 

Unsecured US 

CH0271428333 UBS GROUP AG - 7 108.30 5.73 6.31 BB+ 

Jr 
Subordinate

d SZ 

TECHNOLOGY 

US285512AD11 Electronic Arts Inc 01/03/26 4.8 109.16 3.62 7.21 BBB- 
Sr 

unsecured US 

Source: Bloomberg – all data as of 07/04/2017 
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ACRONYMS 

 

Dividend Yield: the most recently announced gross dividend, annualised based on the dividend 
frequency, then divided by the current market price. 

Duration: the measure of sensitivity of the price of a bond to a change in interest rates, expressed in 
number of years. 

EBITDA Margin: measure in percentage, calculating the relation of Earnings before Interest, Taxes, 
Depreciation and Amortization to Revenue. Calculated as: EBITDA / Revenue * 100 

EV / EBITDA adjusted: Enterprise value to adjusted earnings before interest and taxes value. Adjusted 
EBITA excludes the effect of abnormal items. Calculated as: Enterprise value / adjusted trailing 12month 
operating income 

Institute of Supply Management (ISM): a professional supply management organisation providing PMI 
data in the US. 

PE next year: price earnings ratio calculated on next year earnings per share estimates. Calculated as: 
Last price / expected next year earnings 

Purchasing Managers Index (PMI): an indicator of the economic health of the manufacturing or services 
sectors. In the US, the PMI data is provided by the Institute of Supply Management (ISM), whilst in the UK 
and Europe, the PMI is provided by Markit.  

Return on Assets (ROA): indicator of how profitable a company is relative to its total assets, in 
percentage.  

Standard & Poor’s (S&P): the rating agency, which determines an issuer’s ability to meet payment 
obligations. A bond with a rating of BBB- or above is deemed investment grade. A bond with a rating of 
BB+ or below is deemed high yield. 

Seniority: the order of repayment in the event of a sale or bankruptcy of the issuer. Senior debt must be 
repaid before subordinated debt is repaid. 

Yield to Worst (YTW): an estimate of the lowest yield that you can expect to earn from a bond when 
holding to maturity, absent a default. 
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About Dolfin 

Dolfin is an independent investment firm - unhindered by outdated technology or legacy thinking - offering highly diversified yet 
tightly integrated solutions that span custody, trading, asset management and structuring. We serve financial intermediaries, 
institutional investors and private clients, providing them investment expertise with digital agility. 

For more, email info@dolfin.com, visit dolfin.com, or follow us on Twitter @dolfinhq. 

 

Disclaimer 

This is a financial promotion issued by Dolfin Financial (UK) Ltd (Dolfin). This document is for information purposes only and does 
not take into account specific circumstances of any recipient. The information contained herein does not constitute the provision of 
investment advice. It is not intended to be and should not be construed as a recommendation, offer or solicitation to acquire, or 
dispose of, any of the financial instruments and/or securities mentioned in this document and will not form the basis or a part of any 
contract or commitment whatsoever. Investors should seek independent professional advice and draw their own conclusions 
regarding suitability of any transaction including the economic benefits, risks, legal, regulatory, credit, accounting and tax 
implications. 

The information in this document is based on public data obtained from sources believed by Dolfin to be reliable and in good faith, 
but no representations, guarantees or warranties are made by Dolfin with regard to accuracy, completeness or suitability of the 
data. Dolfin has not performed any independent review or due diligence of publicly available information regarding an unaffiliated 
reference asset or index. Dolfin does not have an obligation to update, modify or amend this document or to otherwise notify a 
reader thereof in the event that any matter stated herein, changes or subsequently becomes inaccurate. 

This communication may contain trading ideas where Dolfin may trade in such financial instruments with customers or other 
counterparties. Any prices provided herein (other than those that are identified as being historical) are indicative only, and do not 
represent firm quotes as to either size or price. The past performance of financial instruments is not indicative of future results. 
You may get back less than the amount you invested. No assurance can be given that any financial instrument or companies 
described herein would yield favourable investment results. 

Dolfin and or its affiliates may act as a principal or agent in the instrument(s) and or its derivative mentioned herein. Dolfin may 
perform or seek to perform investment banking, wealth management and or asset management service for issuers mentioned 
herein. Neither Dolfin nor any of its respective directors, officers or employees accepts any responsibility or liability whatsoever for 
any expense, loss or damages arising out of or in any way connected with the use of all or any part of this document. Dolfin may 
provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Dolfin 
endorses, recommends or approves any material on the linked page or accessible from it. Dolfin does not accept responsibility 
whatsoever for any such material, nor for any consequences of its use. 

This document may not be reproduced, redistributed or passed on to any other person or published, in whole or in part, for any 
purpose, without the prior, written consent of Dolfin. The manner of distributing this document may be restricted by law or 
regulation in certain countries, including the United States. Persons into whose possession this document may come are required to 
inform themselves about and to observe such restrictions. 

By accepting this document, a recipient hereof agrees to be bound by the foregoing limitations. 

Dolfin is the trading name of Dolfin Financial (UK) Ltd, a company authorised and regulated by the Financial Conduct Authority 
(552894) and registered in England and Wales, registered number 07431519. 

Copyright © 2017 Dolfin Financial (UK) Ltd. All rights reserved. 
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