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This time last year it was hard to escape the prospect of a global recession. Twelve months later and the Manager is looking 
forward to a recovery in global economic growth, thanks to progress in finding a US-China trade compromise, and the 
likelihood that President Trump will be economically supportive leading up to the presidential election in November. 

Another reason for this turnaround is that central banks were quick to reverse interest rate hikes last year when they realised 
this approach was destabilising the global economy. Now, they seem committed to keeping interest rates low, and the 
Manager expects to see moderate economic growth this year as a result. This will sustain high levels of employment while 
giving more spending power to the consumer.
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The trouble with fixed income

This is positive news for business and the economy, but it comes at a 
price. There is now very little value to be found in bond yields and the risks 
associated with investing in fixed income assets are higher than normal.  
Should inflation increase, for example, bond returns could head into 
negative territory this year.  

Flight to equities

In contrast, equities offer the opportunity to grow earnings and, therefore, 
returns – especially with a backdrop of supportive government and 
monetary policy. As a result, there has been a flight to equities as investors 
accept they must take more risk if they want to achieve some return. 
Inevitably this has become a double-edged sword. Returns last year were 
very good, but equities are now looking over-valued and new opportunities 
are hard to find. At the same time, seemingly successful businesses are 
borrowing heavily to drive impressive growth and are at great risk should 
the cost of that borrowing increase – an issue that surfaced when US 
interest rates were increased in 2018. 

The View of the Manager

The Manager thinks the answer is to stay invested in solid and established 
companies that are well positioned for an economic downturn and an 
inflation shock in equal measures. At the same time, it looks for hidden 
opportunities, where good companies have been unfairly undervalued. 
They’re harder to find at times like these, but with detailed research and 
analysis, such opportunities do exist. At the same time, the Manager 
remains diversified across different asset classes and geographies, helping 
it to manage risk on behalf of clients.

“After a rewarding 2019, the economic outlook 
is positive for the year ahead. Although 

equities are expensive, we won’t shy away 
from equity markets but will focus on investing 
in good companies with strong balance sheets 
and finding pockets of value where we can.”

Philip Smeaton
Chief Investment Officer
Sanlam Private Wealth

£33bn
The value added to UK shares on the 

day after the 2019 UK general election. 
Housebuilders and utilities companies were 

the biggest winners.

Source: The Guardian
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Investment View: Why technology is enhancing the property opportunity

It seems ironic that technology and a move to transacting online should give rise to property investment opportunities. Most 
people consider the growth of online shopping to have been a blow for the property sector, and investors in the high street 
may well agree. But several niche opportunities have emerged over recent years, proving markets adapt to consumer needs 
and investment opportunities exist for those who spend time searching for them.

Warehouse / Distribution Centres

The burgeoning demand for online shopping and fast home delivery has meant that large warehouse and distribution 
centres are essential in today’s retail strategy. The need for these warehouses is growing, and good facilities in good 
locations (near major road networks and within striking distance of large populations) offer investors the security of long 
leases and the potential for positive rental growth. Such properties have benefitted at the expense of retail outlets, albeit are 
now highly valued which reduces potential returns.

Data centres

When we talk about ‘the cloud’, our data isn’t stored somewhere ‘up there’. Of course not. Instead, it’s stored in one of the 
many data centres being built around the world. With the need for digital storage growing so quickly, these data centres 
make a good investment from a supply and demand perspective. It’s not easy to move large data centres which are best 
located close to major internet nodes, so leases tend to be long and offer good, reliable returns.

Other specialist Real Estate Investment Trusts (REITS)

There are several ways to invest in the property market without having to buy ‘bricks and mortar’. One of the Manager’s 
favoured approaches is investing in REITs. This means investing in a company that buys and manages several properties on 
behalf of its shareholders. The value of the company (and therefore its shares) reflects what investors are prepared to pay 
for a share in the company, rather than what the company believes its properties are worth. Over recent years, the choice 
for property investors has significantly increased and companies can specialise in areas where they have a competitive 
advantage.

Comparing Property and Equities

As you can see from the graph, property and equities sit well together in a diversified portfolio, as they tend to behave 
differently according to prevailing market conditions. 
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To learn more about VAM Funds, please contact us at               
sales@vam-funds.com or on +230 465 6860.

Sanlam Private Wealth is a trading name of Sanlam Private Investments (UK) Ltd. 

Disclaimer. 
This document is intended for use by professional financial advisers only. The distribution of VAM Funds and the offering of the shares may be 
restricted in certain jurisdictions. Private investors should contact their financial adviser for more details on any of the products featured. It is 
the responsibility of any person in possession of this document to inform themselves of, and to observe, all applicable laws and regulations 
of any relevant jurisdictions. Prospective applicants for shares should inform themselves as to the legal requirements and consequences of 
applying for, holding and disposing of shares and any applicable exchange control regulations and taxes in the countries of their respective 
citizenship, residence or domicile. Click for Important Information.

Source: Sanlam Private Wealth. 

The information and opinion contained in this Monthly Commentary should not be treated as a forecast, research or advice to buy or sell any 
particular investment or to adopt any investment strategy. Any views expressed are based on information received from a variety of sources 
which we believe to be reliable but are not guaranteed as to accuracy or completeness by Sanlam. Any expressions of opinion are subject to 
change without notice. 

Past performance is not a reliable indicator of future results. Investing involves risk and the value of investments, and the income from them, 
may fall as well as rise and are not guaranteed.  Investors may not get back the original amount invested.
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