
                                                                                

                       Market Commentary 

         December 2015  

 

    From Igor de Maack 
    Portfolio manager and spokespeople for DNCA investment team 

 

 

          "The Fed changes its course while 

           ECB keeps going its own  way" 

 

 

THE MARKETS REMAIN A HOSTAGE TO CENTRAL BANK ANNOUNCEMENTS, 

WHICH HAVE MADE THEIR DIVERGENCE OF MONETARY POLICY OFFICIAL. AS 

CONCERNS LINGER AROUND US COMPANY PROFITS AND EMERGING MARKET 

INSTABILITY, THE EUROZONE REMAINS A REFUGE FOR RETURN SEEKING 

INVESTORS.  

 

On 16th December, the Fed signaled the end of its zero rate policy by 

announcing its first rate increase after years of Zero Interest Rate Policy 

(ZIRP). This is contrary to the ECB which, although confirming its intention to 

maintain its accommodating monetary policy in the future, has since released 

communications tempering investors’ expectations. This divergence, already 

partially reflected in the exchange rate, will have many consequences for 

asset prices on both sides of the Atlantic. 

Despite the intentions of the Fed and ECB being well-documented, what will determine 

investor behavior in the coming weeks is how both banks communicate to the market. In 

Europe, the ECB’s decision to extend its quantitative easing program by six months, but 

without increasing the amount of monthly purchases, caused a violent reaction on the 

stock and bond markets. Although monetary policy cannot resolve every issue, at least it 

has the benefit of delaying the pain caused by systemic risk, particularly in the Eurozone. 

Therefore, the valuation levels may increase with no guarantee of being always aligned 

with the evolution of microeconomic fundamentals. 
  

In the US, investors may be in for a shock: mainly because it is never simple to face a rate 

rise which occurs late in an economic cycle. Furthermore, for US stocks, the tightening of 

monetary conditions, combined with a strong dollar, does not support valuations.  
  
As the bright spell of European growth continues, the suffering across much of the 

rest of the world continues. Emerging countries are experiencing unsettled economic 
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and political conditions, but this may ultimately prove beneficial. However, the 

United States must navigate through a challenging part of the economic cycle.  
  
Recent statistics for November (automobile registrations, credit distribution and 

manufacturing PMI [Purchasing Managers Index]) show that Eurozone recovery is 

continuing. Nevertheless, not all European companies will benefit, as those engaged in 

global activities with an international footprint are likely to feel the impact of troubled 

markets elsewhere.  
  
Engaged in political and institutional upheaval, many emerging countries (Brazil, Argentina, 

Venezuela) are facing challenging economic conditions. Nevertheless, the price of emerging 

countries' assets (specifically in China, Russia and Brazil) has already corrected significantly. 

A lull in the dropping oil price to the benefit of producing countries (Russia), and the 

resumption of Chinese growth, could further serve to attract long-term investors. 
  
The US has already returned six years of positive performance. However, the level of 

indebtedness of American companies has increased, which represents a risk on the price 

of risky assets, should the Fed mismanage the rate curve. Global competition on prices 

through the general devaluing of large currencies is also limiting the profit curve of 

American companies. 
  
To predict future risks is a skill, to warn investors is a duty, but to protect oneself is 

proving to be a much more complex exercise, especially in today’s market 

conditions.  
  
The drop in reference rates and in credit spreads can no longer be used to drive 

performance. Therefore, it is necessary to wait for the rates and/or spreads to increase 

significantly, before bonds can be massively back in the allocation game as an attractive 

asset class. In these market conditions, investors need to choose their bond assets 

carefully: at DNCA, we prefer to buy short maturity bonds, sovereigns in the South, indexed 

for inflation, convertible or offering a good yield-risk coupling on the credit segment in 

general.      

  
Exchange rates are not offering any obvious trends, and there may be many opposing 

trends (i.e.: the surprise devaluation of the Renminbi and the recent weakness of the 

dollar). Thus, the strengthening of the dollar against the Euro has already been done or 

partially done. The improvement of the surplus balance in the Eurozone and continued 

macro-economic growth instead argue for an evaluation of the single currency over the 

medium term. Still political risk exists in Europe especially with such a heavy elections 

agenda. 
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In terms of stock selection, we look to identify attractive companies with strict 

valuation criteria across the Eurozone and other European countries through three 

key factors: companies with domestic activities exposed to European consumers; 

companies undergoing restructuring/in an M&A situation, and companies with 

growth profiles not correlated to the global economic cycle 

 

This article does not constitute a subscription offer or investment advice.  
 

About DNCA 

DNCA Finance is a French management company created in 2000 by specialists with a 

wealth management approach to fund management on behalf of private and institutional 

investors. Its hubs of excellence cover European equities (long only and absolute return), 

diversified management, convertible bonds and euro zone bonds. The quality of its 

management, regularly rewarded by the specialised press, has enabled it to grow very 

rapidly over the last 15 years. Its assets under management stand at €18.5 billion (as of 30 

November 2015), with 91 employees across the offices in Paris, Milan and Luxembourg. In 

June 2015, DNCA joined the affiliates of Natixis Global Asset Management (NGAM). The 

company can now leverage NGAM’s distribution network in order to speed up its 

international expansion. 

DNCA Investments is a trademark of DNCA Finance. 

This promotional document is a simplified presentation and does not constitute a 

subscription offer or an investment recommendation. No part of this document may be 

reproduced, published or distributed without prior approval from the investment manager 

company.  

 
Prepared by DNCA Finance. The analyses and opinions referenced herein represent the views of the 

portfolio managers as of the date indicated and are subject to change.  

This material has been provided for information purposes only to investment service providers or other 

Professional Clients or Qualified Investors, and, when required by local regulation, only at their written 

request.  

 
In the E.U. (outside of the UK) This material is provided by NGAM S.A. or one of its branch offices listed 

below. NGAM S.A. is a Luxembourg management company that is authorized by the Commission de 

Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 

115843. Registered office of NGAM S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of 

Luxembourg. France: NGAM Distribution (n.509 471 173 RCS Paris). Registered office: 21 quai d'Austerlitz, 

75013 Paris. Italy: NGAM S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management 

Companies no 23458.3). Registered office: Via Larga, 2 - 20122, Milan, Italy. Germany: NGAM S.A., 

Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 

55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: NGAM, Nederlands filiaal 

(Registration number 50774670). Registered office: World Trade Center Amsterdam, Strawinskylaan 1259, 
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D-Tower, Floor 12, 1077 XX Amsterdam, the Netherlands. Sweden: NGAM, Nordics Filial (Registration 

number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, 

Stockholm 111 35, Sweden. Spain: NGAM, Sucursal en España. Registered office: Torre Colon II - Plaza 

Colon, 2 - 28046 Madrid, Spain.  

In Switzerland This material is provided to Qualified Investors by NGAM, Switzerland Sàrl. Registered office: 

Rue du Vieux Collège 10, 1204 Geneva, Switzerland. 

In the U.K. This material is approved and provided by NGAM UK Limited which is authorised and regulated 

by the UK Financial Conduct Authority (register no. 190258).  This material is intended to be 

communicated to and/or directed at persons (1) in the United Kingdom, and should not to be regarded as 

an offer to buy or sell, or the solicitation of any offer to buy or sell securities in any other jurisdiction than 

the United Kingdom; and (2) who are authorised under the Financial Services and Markets Act 2000 (FSMA 

2000); or are high net worth businesses with called up share capital or net assets of at least £5 million or 

in the case of a trust assets of at least £10 million; or any other person to whom the material may 

otherwise lawfully be distributed in accordance with the FSMA 2000 (Financial Promotion) Order 2005 or 

the FSMA 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001 (the "Intended 

Recipients"). To the extent that this material is issued by NGAM UK Limited, the fund, services or opinions 

referred to in this material are only available to the Intended Recipients and this material must not be 

relied nor acted upon by any other persons. Registered Office: NGAM UK Limited, One Carter Lane, London, 

EC4V 5ER. 

In the DIFC This material is provided in and from the DIFC financial district by NGAM Middle East, a branch 

of NGAM UK Limited, which is regulated by the DFSA. Related financial products or services are only 

available to persons who have sufficient financial experience and understanding to participate in financial 

markets within the DIFC, and qualify as Professional Clients as defined by the DFSA. Registered office: 

Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates.  

In Japan This material is provided by Natixis Asset Management Japan Co., Registration No.: Director-

General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The Company conducts 

discretionary asset management business and investment advisory and agency business as a Financial 

Instruments Business Operator. Registered address: 2-2-3 Uchisaiwaicho, Chiyoda-ku, Tokyo.  

In Taiwan This material is Provided by NGAM Securities Investment Consulting Co., Ltd., a Securities 

Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C and a 

business development unit of Natixis Global Asset Management. Registered address: 16F-1, No. 76, Section 

2, Tun Hwa South Road, Taipei, Taiwan, Da-An District, 106 (Ruentex Financial Building I), R.O.C., license 

number 2012 FSC SICE No. 039, Tel. +886 2 2784 5777.  

In Singapore Provided by NGAM Singapore (name registration no. 5310272FD), a division of Natixis Asset 

Management Asia Limited, formerly known as Absolute Asia Asset Management Limited, to Institutional 

Investors and Accredited Investors for information only. Natixis Asset Management Asia Limited is 

authorized by the Monetary Authority of Singapore (Company registration No.199801044D) and holds a 

Capital Markets Services License to provide investment management services in Singapore. Address of 

NGAM Singapore: 10 Collyer Quay, #14-07/08 Ocean Financial Centre, Singapore 049315. 

In Hong Kong This document is issued by NGAM Hong Kong Limited and is provided solely for general 

information only and does not constitute a solicitation to buy or an offer to sell any financial products or 

services. Certain information included in this material is based on information obtained from other 

sources considered reliable. However, NGAM Hong Kong Limited does not guarantee the accuracy of such 

information. Past performance information presented is not indicative of future performance. If 
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investment returns are not denominated in HKD/USD, US/HKD dollar-based investors are exposed to 

exchange rate fluctuations. 

In Australia This document is issued by NGAM Australia Limited (“NGAM AUST”) (ABN 60 088 786 289) 

(AFSL No. 246830) and is intended for the general information of financial advisers and wholesale clients 

only and does not constitute any offer or solicitation to buy or sell securities and no investment advice or 

recommendation. Investment involves risks.  This document may not be reproduced, distributed or 

published, in whole or in part, without the prior approval of NGAM AUST. Information herein is based on 

sources NGAM AUST believe to be accurate and reliable as at the date it was made. NGAM AUST reserve 

the right to revise any information herein at any time without notice.  

In Mexico This material is provided by NGAM Mexico, S. de R.L. de C.V.,  which is not a regulated financial 

entity or an investment advisor and is not regulated by the Comisión Nacional Bancaria y de Valores or 

any other Mexican authority. This material should not be considered an offer of securities or investment 

advice of any type and does not represent the performance of any regulated financial activities. Any 

products, services or investments referred to herein are rendered or offered in a jurisdiction other than 

Mexico. In order to request the products or services mentioned in these materials it will be necessary to 

contact Natixis Global Asset Management outside Mexican territory. Address: Torre Magenta, Piso 17, 

Paseo de la Reforma 284, Colonia Juárez 06600, México D.F. México. 

In Uruguay This material is provided by NGAM Uruguay S.A. NGAM Uruguay S.A. is a duly registered 

investment advisor, authorised and supervised by the Central Bank of Uruguay (“CBU”). Please find the 

registration communication issued by the CBU at www.bcu.gub.uy.  Registered office: WTC – Luis Alberto 

de Herrera 1248, Torre 3, Piso 4, Oficina 474, Montevideo, Uruguay, CP 11300. 

In Latin America This material is provided by NGAM S.A.  

The above referenced entities are business development units of Natixis Global Asset Management S.A., the 

holding company of a diverse line-up of specialised investment management and distribution entities 

worldwide. The investment management subsidiaries of Natixis Global Asset Management conduct any 

regulated activities only in and from the jurisdictions in which they are licensed or authorized. Their 

services and the products they manage are not available to all investors in all jurisdictions. It is the 

responsibility of each investment service provider to ensure that the offering or sale of fund shares or third 

party investment services to its clients complies with the relevant national law. 

The provision of this material and/or reference to specific securities, sectors, or markets within this 

material does not constitute investment advice, or a recommendation or an offer to buy or to sell any 

security, or an offer of services. Investors should consider the investment objectives, risks and expenses of 

any investment carefully before investing. The analyses, opinions, and certain of the investment themes 

and processes referenced herein represent the views of the portfolio manager(s) as of the date indicated. 

These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no 

assurance that developments will transpire as may be forecasted in this material. 

Although Natixis Global Asset Management believes the information provided in this material to be 

reliable, including that from third party sources, it does not guarantee the accuracy, adequacy, or 

completeness of such information. This material may not be distributed, published, or reproduced, in 

whole or in part. 

All amounts shown are expressed in EUR unless otherwise indicated. 
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Téléphone: +33 1 58 62 55 07   E-Mail: agenouillac@dnca-investments.com 


