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This presenta tion  is  issued  and  in tended  for professiona l investors and  e ligib le  m arke t counte rpa rtie s on ly. 

Pe rform ance  figures have  been  ca lcu la ted  by CG Asse t Managem ent Ltd  based  on  inform ation  provided  by Bloom berg, Morningsta r and  Northe rn  Trust 
In te rna tiona l Fund Adm inistra tion  Services (Ire land) Ltd .

The  va lue  of a ll investm ents and  the  incom e the re  from  can  go down as we ll a s up  and  the  investor m ay not ge t back the  am ount invested . Past pe rform ance  
is  not necessa rily a  gu ide  to  fu ture  pe rform ance . Investors should  a lso note  tha t changes in  ra tes of exchange  m ay cause  the  va lue  of investm ents to  go up  or 
down. 

This presenta tion  was prepared  on  21st October 2022, and  fund  pe rform ance  da ta  is  upda ted  to  31st Septem ber 2022. Other m arke t da ta  m ay be  le ss up  to  
da te , neverthe less the  m anagers conside r such  da ta  to  be  representa tive  of preva iling m arke t conditions.

Unless othe rwise  sta ted , CG Asse t Managem ent is  the  prim ary source  of a ll in form ation  conta ined  with in  the  presenta tion .

CGAM IS AUTHORISED AND REGULATED BY THE FINANCIAL CONDUCT AUTHORITY.

REGISTERED IN ENGLAND NO 04056163.
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Where are we?
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Reflections on the current macroeconomic outlook



                     

Since 1982 CGT has returned 280x1) with only one down year

© Co p yrigh t CGAM 2022

4

CGAM BACKGROUND
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1) Sh a re  p rice  te rm s , d ivid e n d s  re in ve s te d  | So u rce : No rth e rn  Tru s t , Mo rn in gs ta r
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CGT

MSCI UK

NAV Tot a l Re t u rn  His t o ry (Re b a se d ) Ap r  1982 t o  Ap r  2022

CGT TR 45% 49% 29% 35% 47% 3% 30% 2% 19% 18% 30% 18% 5% 20% 13% 17% 4% 10% 11% 10% 3% 22% 15% 15% 5% 7% 0% 18% 8% 10% 11% (2)%  5% 3% 13% 0% 8% 1% 14% 11%



                     

UK inflation is now at 40-year highs
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MACROECONOMIC OUTLOOK

AIC Investment Company Showcase

So u rce : Blo o m b e rg, Office  fo r Na tio n a l Sta tis t ics
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• Green infla tion

• Structura l change

• Pricking asset 
bubble

• Demographics

• Globalisa tion

• Technology

Old regime

Inflation and interest rates have been low for the past 30 years, but we 
believe that we are now in a new regime, which looks closer to the 1960s 
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MACROECONOMIC OUTLOOK
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The entire financial system is characterised by high levels of indebtedness –
there is never only one cockroach in the kitchen!
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MACROECONOMIC OUTLOOK
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So u rce : Ba n k fo r In te rn a tio n a l Se tt le m e n ts , n u m b e rs  d o  n o t a d d  d u e  to  ro u n d in g
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The last time household debt and mortgage rates were this elevated was the 
eve of the global financial crisis

© Co p yrigh t CGAM 2022

8

MACROECONOMIC OUTLOOK
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So u rce : In te rn a tio n a l Mo n e ta ry Fu n d , Ba n k o f En gla n d , HSBC
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Corporates have also come out of the pandemic with elevated debt levels
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MACROECONOMIC OUTLOOK
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So u rce : In te rn a tio n a l Mo n e ta ry Fu n d
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Persistent easy monetary policy has led to extraordinary leverage within the 
global financial system
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MACROECONOMIC OUTLOOK
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So u rce : Fin a n cia l Sta b ility Bo a rd , Wo rld  Ba n k

96

63

Globa l GDP Shadow banking asse ts

Va lu e  o f glob a l sh a d ow  b a n kin g a sse t s  r e la t ive  t o  glob a l GDP (USD t r illion s)

Shadow banks manage more than $63 trillion in 
assets, a  number tha t has doubled across the 

past decade, and which represents 
approximately two thirds of global GDP. 



Where to from here?
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Reflections on how investors might respond 
to the current environment



                     

Very few asset classes have consistently performed well during rising 
inflation
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INVESTING ENVIRONMENT
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So u rce : Cre d it  Su isse  Glo b a l In ve s tm e n t Re tu rn s  Ye a rb o o k 2012, Dim so n  a n d  Ma rsh

Re a l Re t u rn  vs . In fla t ion  1900-2011

Regression  of annua l rea l re tu rn  vs. sam e  year in fla tion  across 19 deve loped  countrie s



                     

Equities actually love disinflation
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INVESTING ENVIRONMENT
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Infla tion 

Equities Struggle Equities Perform

“For a  va rie ty of reasons reviewed here , in fla tion  tends to  ra ise  investors’required  rea l ra te  of re turn  on  equity and  
to  lower rea l cap ita l incom e for tax-re la ted  reasons.  As  a  re su lt  t h e re  is  a  s t ron g n e ga t ive  co r re la t ion  b e t w e e n  

in fla t ion  a n d  re a l a n d  n om in a l s t ock  p r ice s .”

John Ta tom , Novem ber 2011

Infla tion  and  Asse t Prices



                     

We believe that equities offer poor prospective returns due to elevated 
valuations … real yields are more attractive with less risk

© Co p yrigh t CGAM 2022

14

INVESTING ENVIRONMENT
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So u rce : CG Asse t  Ma n a ge m e n t An a lys is , Sh ille r  CAPE, Blo o m b e rg, Sto cks  fo r th e  Lo n g Ru n ?  Jo u rn a l o f Fin a n cia l Eco n o m ics

S&P 10 Ye a r  Re a l Re t u rn  Mod e l – 1982 t o  20221 10 Ye a r  US Re a l Yie ld s  – 1982 t o  2022

1Mode l based  on : Dividend  + Earn ings Growth  + Va lua tion  Change



Areas we are currently focused on:

• Recent additions have been made to UK index linked adding to the global 
portfolio of infla tion linked bonds

© Co p yrigh t CGAM 2022

15

INVESTING ENVIRONMENT
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Rea l Interest Rates

• The Yen is offering exceptiona l va lue and Japan could come to be seen as a  
safe haven in an infla tionary world

Yen Assets

• Supply constra ined due to under-investment, Ukra ine and OPEC + cuts

• Undemanding va lua tions due to ESG selling constra ints

Energy Equities

• Combination of pension fund selling and BoE selling has led to high spreads 
even in short da ted, economica lly insensitive sterling credit

Sterling credit

• Some a lterna tives offer a  higher potentia l reward but with higher riskAlterna tives
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Contact us
Lisa Bajardi 
+(44) 203 906 1637 
Lbajardi@cgasset.com

CG Asset Management
20 King Street London
EC2V 8EG
info@cgasset.com
www.cgasset.com

mailto:info@cgasset.com
http://www.cgasset.com/
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