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So the Brexit vote did not bring the calm that was expected. In fact the result initiates 
the next chapter of uncertainty. However this is more of a UK concern than a global 
issue. From a global perspective, the impact on fundamental growth is less significant, 
although the impact on sentiment is less clear.

From an asset allocation perspective, our key change is the exposure to UK equity. 
In particular, we reduce our exposure to mid-cap companies given these are more 
closely linked to the domestic UK economy. For large cap UK stocks, the result is 
less significant due to the offsetting translation benefit of a fall in sterling on global 
revenues.

With our expectation that the FED will delay further rate rises, we see a reduction in 
the pace of dollar strengthening. The ‘easier’ monetary conditions caused by both 
rates lower for longer, and the more stable dollar, removes some of the headwinds for 
US companies. This makes us more comfortable to increase our US equity exposure, 
although we are mindful of valuations and the corporate earnings profit cycle.

Elsewhere in equities, we reduce our allocations in Europe and Japanese equities. 
With Japanese equites in particular, whilst the BOJ is expected to conduct further 
easing, the lack of evidence that this is improving the fundamentals of underlying 
companies and the headwinds caused by the strengthening Yen, reduces our overall 
conviction.

From an FX perspective, we believe sterling will remain under pressure for some 
time and have no expectations of an immediate rebound (unlike what we saw in the 
UK stock market). Therefore for UK investors, overseas unhedged assets look more 
attractive. 

Finally, in fixed income, whilst absolute valuations and inflation-adjusted returns 
look very unattractive, the increased expectations of a ‘lower for longer’ environment 
reduce the hawkish headwinds for the asset class. We still favour the higher real 
yielding investments of high yield and Emerging Market debt attractive on a relative 
basis.
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Whilst Brexit grabbed 
the headlines, the impact 
on global growth is 
less significant, but it’s 
important to reassess where 
the opportunities lie.
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Important information

The information provided in this document and any appendices is 
confidential and should be used only for the purposes requested. Any 
material cannot, wholly or partly be copied, reproduced or provided to 
a 3rd party without the express consent of Aviva Investors.

Unless stated otherwise, any sources and opinions expressed are those 
of Aviva Investors Global Services Limited (Aviva Investors) as at 30th 
June 2016. They should not be viewed as indicating any guarantee of 
return from an investment managed by Aviva Investors nor as advice 
of any nature. The value of an investment and any income from it may 
go down as well as up and the investor may not get back the original 
amount invested. Some of the information within this document is 
based upon Aviva Investors estimates. It is not to be relied on by anyone 
else for the purpose of making investment decisions.

Nothing in this document is intended to or should be construed as 
advice or recommendations of any nature.   This document is not a 
recommendation to sell or purchase any investment. It does not form 
part of any contract for the sale or purchase of any investment.

Any forward-looking information contained herein is subject to certain 
inherent limitations.  Such information is information that is not purely 
historical in nature and may include, among other things, proposed 
or target portfolio composition, specific investment strategies and 
forecasts of future market or economic conditions.  Any forward-looking 
information contained herein is based upon certain assumptions, 
which are unlikely to be consistent with and may differ materially from, 
actual events and conditions.  In addition, not all relevant events or 
conditions may have been considered in developing such assumptions.  
Accordingly, actual results will vary and the variations may be material.  
Prospective investors should understand such assumptions and evaluate 
whether they are appropriate for their purposes.  This [document] may 
also contain historical market data; however, historical market trends 
are not reliable indicators of future market behaviour.  Aviva Investors is 
not under any obligation to subsequently update this information.

The information contained on this document is believed to be accurate 
and current at the time of compilation and is provided in good faith. 
Aviva Investors does not accept any responsibility arising in any way 
(including negligence) for errors in or omissions from information 
contained in this document or for any loss or damage (whether direct, 
indirect or otherwise) suffered by the recipient of the information 
contained in this document, or any other person.

The information contained in this document should be used as general 
information only. It has been prepared without taking into account 
any person’s objectives, financial situation or needs. Before relying on 
any information contained in on this document, you should consider 
whether the information is appropriate to your particular objectives, 
financial situation and needs and obtain professional financial, taxation 
and legal advice.

Issued by Aviva Investors Global Services Limited, registered in England 
No. 1151805. Registered Office: No. 1 Poultry, London EC2R 8EJ. 
Authorised and regulated by the Financial Conduct Authority and a 
member of the Investment Association. Contact us at Aviva Investors 
Global Services Limited, No. 1 Poultry, London. Telephone calls may be 
recorded for training and monitoring purposes.
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