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View circles: Green is overweight, Amber neutral, Red underweight relative to benchmark.

Market concern and perception of China continues to deteriorate as evidenced 

by the China Five years credit default swap (CDS). 
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Geopolitical shifts, shifting portfolios
Market update, October 2021

Many variables impact markets and investor 

behaviour. Unlike economic data and data trends that 

are easy to understand and interpret, we find that it 

is increasingly important to analyse the implication of 

geopolitical factors on client portfolios. 

Geopolitical developments, shifts, and trends come in 

all shapes and sizes. Our focus is on the ones that 

can trigger seismic shifts in trade flow or impact the 

global or regional business cycles. For example, for 

close to five years, US-China relations have been 

deteriorating at a glacial pace, which has more 

recently accelerated, become more intense. Indeed, 

this will increasingly impact economic trade and 

global investor capital flow in the coming 

months, quarters, and even years. 

Such a geopolitical backdrop tends to weigh on 

investor confidence. Our global economic outlook 

remains positive, although less robust than the post-

pandemic bounce seen in prior quarters. Regarding 

inflation, our view is unchanged that inflation 

risks remain to the upside and that higher 

inflation data are generally not transitory but 

the trend.

It is our view that portfolios need to be adjusted 

accordingly and finely recalibrated. Consequently, 

over the past three to five months, our portfolio 

strategy has been recalibrated to focus more on 

opportunities stemming from US and EU growth and 

consumption trends than in emerging markets, 

especially emerging Asia.

Portfolio Positioning:  

Our macroeconomic and market outlook for major 

developed market economies remains constructive. 

However, as these major economies experience 

business cycle maturation, moving from early to late 

cycle and late cycle to expansion, sector and style 

allocation adjustments need to be made. 

Regarding asset allocation, we are underweight cash, 

underweight fixed income, but we are overweight 

TIPS, quality high yield within fixed income. 

In equities (US, EU, Swiss), we are overweight. For 

the US allocation, we continue to favour cyclical 

sectors, value over growth and small cap over large 

cap. For the EU, our sector and style weights are 

similar but more nuanced. On a relative basis, we 

remain cautious and concerned about the UK 

economic and equity market outlook. In currencies 

and commodities, we remain positive on both the 

USD and Gold price.
source: GMG Financial, Bloomberg data as at 05/10/2021



Disclaimer to Market Update

What is the Market Update?
The Market Update is a document prepared and published by GMG Investment Solutions (Switzerland) SA (“GMG”), a Swiss 
financial intermediary member of Swiss Association of Asset Managers (SAAM), a Self-Regulatory Organisation (“SRO”) authorized 
by FINMA, or its affiliates (the “Document”). 
The Document is for information purposes only and is intended to provide general comments and notes on select aspects of the 
preceding month’s or stated period’s economic environment, challenges and events. Nothing contained in the Document 
constitutes a solicitation, offer, recommendation, or investment advice to inter alia buy or sell any investment instrument, give 
effect to any transaction, or to conclude any legal act of any kind whatsoever. This Document alone is not intended to form the 
basis for an investment decision, or to replace any due diligence or analytical work required by you in making an investment 
decision. For further important information about this document, please refer to point 4.
Restrictions to access
The Document is for distribution only under such circumstances as may be permitted by applicable law. In particular, this 
Document is not intended and shall not be distributed to:
- US persons and must not be distributed in the USA, or
- In any jurisdiction where its distribution may be restricted by laws applicable to this or similar types of 
documents.
Persons who receive this Document should make themselves aware of and adhere to any such restrictions.
Figures and data
This Document contains figures and data obtained from sources which we believe to be reliable but are not guaranteed by us and 
may be incomplete and may be subject to change without notice. GMG cannot assume responsibility for the quality, correctness,
timeliness or completeness of the information contained in this document.
Important information
No independent financial analysis: This Document is not considered as an independent financial research product under Swiss 
laws and regulations, in particular the directives on the Independence of Financial Research issued by the Swiss Bankers 
Association (SBA) (the “Directives”) and consequently this Document is not governed by the Directives to the publication and 
distribution of independent financial research reports, including relevant restrictions or required disclosures.
No investment recommendation: This Document does not constitute and does not contain information recommending or 
suggesting an investment strategy, explicitly or implicitly, concerning one or several financial instruments or the issuers, including 
any opinion as to the present or future value or price of such instruments. This Document does not contain recommendations to
the general public about financial instruments nor should it be considered as a preparatory act to the provision of an investment 
service or carrying out of an investment activity
No investment advice and no personal recommendation: This document is not and does not contain investment advice and/or 
personal recommendations. In particular, nothing contained in this Document may be considered as a recommendation that is 
made to a person in his capacity as an investor or potential investor, or in his capacity as an agent for an investor or potential 
investor, that is suitable or appropriate to a recipient’s individual circumstances. Nothing contained in this document may be 
considered as an invitation, or suggestion, or recommendation or equivalent to:
- Buy, sell, subscribe for, exchange, redeem, hold or underwrite a particular financial instrument; or
- Exercise or not to exercise any right conferred by a particular financial instrument to buy, sell, subscribe for, 
exchange, or redeem a financial instrument. 
No offer and/or placement of financial instruments: The opinions expressed in this document are based upon the author(s) 
analysis and interpretation of these particulars and are not to be construed as an invitation, solicitation or offer to buy, sell or 
place financial instruments.
Copyright
This document may not be reproduced in whole or in part, or further distributed or published or referred to in any manner 
whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the prior express 
written consent of GMG.


