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On last week’s “Behind the Markets” podcast, we had a great discussion on the current macro and political environment
— in the U.S., Europe and emerging markets—with Manish Singh, CIO of Crossbridge Capital, and long-time Federal Re
serve (Fed) watcher and academic Tim Duy.

 

Singh oversees more than $3 billion in assets at Crossbridge Capital and employs a top-down macro approach to
allocate assets around the world—looking at trends in GDP growth, inflation, earnings, consumption and other types of
macro indicators.

 

Manish Singh on Global Markets

 

Trade Wars: A big discussion last week was the new Trump tariffs on steel and aluminum, and Singh chalked this up to
Trump appealing to his base with a political gimmick rather than any reasoning motivated by economics—and he
pointed out that the U.S. cannot compete as a low-cost producer with China. Singh does worry about these isolated
trade actions having larger consequences with counter-measures coming. Who is vulnerable to these trade wars? Singh
pointed out Europe and Germany in particular, where half of GDP is made up of exports—even more so than China—
even though this is bad for everyone. 

European Macro: Singh is still waiting for Europe to implement structural reforms—a lot of the positive economic
developments he sees have stemmed from accommodative central bank policy. He looks at Italy as an example of a
country that does not necessarily have a debt problem but has a growth problem. In general, Singh favors U.S. markets
over Europe, but when he allocates to Europe, he says to look at many of the exporters that are selling into the United
States, China and emerging markets, as their growth prospects are tied to economic environments around the world.

 

Over-Weight in Specific Emerging Markets: Singh thinks there are structural changes happening in emerging markets,
but he is not over-weight in emerging markets broadly. He likes many of the Chinese technology and consumer-oriented
stocks, and he is over-weight in them in addition to broad allocations to India along with private banks in India. He likes
the trends in policy, growth and reforms with the political environment that Prime Minister Modi is taking.

 

Discussing Fed Policy with Tim Duy

 

Tariffs Non-Factor for Fed: Duy sees the Fed viewing the tariffs coming from the Trump administration last week as
having a temporary impact on inflation, and he thinks the tariffs, by themselves in their current form, are fairly small and
unlikely to have a major impact on inflation or the Fed, which would view them as being a temporary inflation impulse
rather than permanent.

 

Three Hikes or More? The current trajectory from the latest Fed cycle is for three Fed rate hikes, based on the last Fed
statement of economic projections—and since that latest forecast, the economy has only shown more signs of strength.
On net, Duy thinks the balance would be for more hikes than came in the last statement.
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Powell as a Communicator: This past week, we had our first taste of Fed Chair Jerome Powell communicating to the
markets about his views and how they might differ from the rest of the Fed committee and staff—and Duy said that he
handled his communications quite well and very comfortably.

 

Fed Not Afraid of Market Volatility: Duy thinks the volatility that came in equity markets is currently unlikely to scare
off the Fed and that the market volatility that came right away is helpful and welcomed in some ways—and is actually an
easier situation than if the market continued to climb. While the market has been conditioned over the last six or seven
years for the Fed to step back rate hikes or tightening in the face of market volatility, this might be the year the Fed
increases rates on its forecasts for the labor and inflation markets.

 

Yield Curve Inversion? Duy points out that often the yield curve inverts over a year ahead of coming recessions, and it is
possible that the Fed keeps hiking rates to the point that the yield curve becomes inverted, but he does not see an
oncoming recession at the earliest until late 2019. Duy forecasts that if there is an issue, it might be more likely to come
in 2020.

 

This was a great conversation on the major political and macro stories, and you can listen to the full podcast below.

 

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Macro  : Focused on issues impacting the overall economic landscape as opposed to those only impacting individual
companies.

Federal Reserve  : The Federal Reserve System is the central banking system of the United States.

Top-down  : A method of analysis that involves looking at the “big picture” first and then analyzing the details of smaller
components.

Gross domestic product (GDP)  : The sum total of all goods and services produced across an economy.

Inflation  : Characterized by rising price levels.

Rate Hike  : refers to an increase in the policy rate set by a central bank. In the U.S., this generally refers to the Federal
Funds Target Rate.

Volatility  : A measure of the dispersion of actual returns around a particular average level.&nbsp.
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