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The start of the new year is of course a traditional time to take stock of the situation and make 
resolutions for the coming year. Unfortunately what many investors resolved to do when they got back 
to their desks in January was “sell, sell, sell”. The early weeks of 2016 have been a difficult time in 
global stock markets, with the UK market down 11.5%, the US down 10.5% and Europe down 16.6%.1 

So what changed? Well, in reality very little except perception. Evidence of this can be seen by the 
market rise triggered by comments from Mario Draghi, president of the European Central Bank, that he 
may possibly reconsider current monetary policy and provide further stimulus to the eurozone economy. 
If such comments can trigger sudden price moves it tells you that markets are acting more on feelings 
than facts.

At times like this I believe it is important to have patience. The UK and US economies remain in 
relatively good shape, and although interest rates are generally expected to rise in both countries 
during 2016, Mark Carney, governor of the Bank of England, has recently sought to cool the market’s 
expectations of an imminent interest rate rise in the UK. In any case, our opinion is that interest rates on 
both sides of the Atlantic will remain relatively low for the foreseeable future and regardless of the exact 
timing any rises will be small and gradual.

The low price of oil and other commodities is also a natural correcting mechanism for the global 
economy. Although price slumps are undoubtedly painful for countries that are big commodity exporters, 
as well as for companies involved in the related sectors, we must not forget that for many more people 
low commodity prices are a direct boon. This not only applies to countries that are commodity importers, 
but also to companies that can now use those lower input costs to help support their profits, while 
consumers all over the world stand to benefit from lower fuel and energy prices, which potentially free 
up more discretionary spending on other goods and services.

Prudent investors should always be aware of risks, however, and there are factors that require close 
attention.  Mishandling of the economic situation by governments or central bankers could destabilise 
a fragile situation.  And the rate of economic growth in China is likely to continue slowing, so any areas 
that depend upon trade with China will most likely remain vulnerable.

In addition to this, the forthcoming referendum on EU membership in the UK and November’s US 
Presidential election are both events that could create significant uncertainty, which makes investors 
nervous.

Despite all of this it is important to remember that, even when the broad economic picture looks mixed, 
active investors do not invest in “the global economy” or “global stock markets” per se. In each region 
and asset class there will be themes, sectors or individual securities that represent relatively attractive 
investment opportunities; it is the job of active fund managers to uncover them.  

1 Source: Bloomberg, FTSE All-Share Index total return in sterling, S&P 500 Index total return in US dollars and FTSE Europe ex UK 
Index total return in euro, from 31st December 2015 to 11th February2016.
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Past performance is not a guide to future performance. The value of an investment and any income from it can fall as well  
as rise as a result of market and currency fluctuations. You may not get back the amount you originally invested.

For information only. Always seek our professional advice before acting.

The information contained is correct as at the date of the article. This market bulletin does not constitute investment advice  
and is not intended to state, indicate or imply that current or past results are indicative of future results or expectations.

The Authorised Corporate Director for the Omnis Managed Investments ICVC  and the Omnis Portfolio Investments ICVC  
is Omnis investments Limited, which is authorised and regulated by the Financial Conduct Authority. Registered in England  
& Wales. Registered Number 06582314. Registered Office: Washington House, Lydiard Fields, Swindon, SN5 8UB.

Important Information
This document is for informational purposes only and is not investment advice. Market and exchange 
rate movements can cause the value of an investment to fall as well as rise, and you may get back less 
than originally invested. We recommend you discuss any investment decisions with a financial adviser, 
particularly if you are unsure whether an investment is suitable. Jupiter is unable to provide investment 
advice.

The views expressed are those of the author at the time of writing, are not necessarily those of Jupiter 
as a whole and may be subject to change. This is particularly true during periods of rapidly changing 
market circumstances. Every effort is made to ensure the accuracy of any information provided but no 
assurances or warranties are given.

Jupiter Asset Management Limited is authorised and regulated by the Financial Conduct Authority and 
its registered address is The Zig Zag Building, 70 Victoria Street, London, SW1E 6SQ, United Kingdom. 

No part of this commentary may be reproduced in any manner without the prior permission of Jupiter 
Asset Management Limited.
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