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NINE RULES FOR INVESTORS TO KEEP IN MIND

> Make the most the power of compound interest

> Don’t get thrown off by the cycle

> Invest for the long term 

> Diversify

> Turn down the noise

> Buy low and sell high – selling after a 20% fall just locks in a loss

> Beware the crowd at extremes – shares bottom at the point of maximum bearishness

> Focus on investments you understand and that provide decent, sustainable cash flows

> Seek advice

Source:  AMP Capital



Source:  Global Financial Data, AMP Capital 
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THE POWER OF COMPOUND INTEREST
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Source: AMP Capital
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TURN DOWN THE NOISE
This is big news…

…this is not



MAINTAIN A SENSE OF OPTIMISM

Source:  AMP Capital



ECONOMIC AND INVESTMENT OUTLOOK
> Global growth slowing but still okay – 2018: 3.6%, 2019: 3.2% 

> Rising risk of global recession from US trade wars - but it should be avoided

> 2019 GDP growth: China 6%, US 2%, Eurozone 0.7%, Japan 0.6%, Australia 1.9% 

> Inflation is below target in most countries – hence central bank easing.

> RBA to cut the cash rate to 0.25%, probably quantitative easing next year

> $A to weaken further

> Continuing low returns from bank deposits and bonds 

> Shares vulnerable to a short term pull back – but should provide okay returns over 6-12 months

> Key risks: trade war, President Trump, Iran tensions, global growth, China, Aust property market
Source: AMP Capital
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GLOBAL BUSINESS CONDITIONS HAVE SLIPPED – BUT IT STILL 
LOOKS LIKE A RE-RUN OF 2011-12 & 2015-16

Source: Bloomberg, AMP Capital
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THE US ECONOMY IS STILL SOLID
BUT BUSINESS CONFIDENCE HAS SLIPPED ON THE TRADE THREAT 

Source: Bloomberg, Reuters, AMP Capital
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US employment way above 2008, jobless 
well down, around full employment

Consumer and business confidence has 
softened but is still relatively high 
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US RECESSION INDICATORS ARE MOSTLY OKAY – MAYBE A 2020-
21 RISK – WATCH TRADE

Source: Bloomberg,  AMP Capital 
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Source: @onlmaps
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Source: Deutsche Bank Research, AMP Capital

THE US TRADE WAR HAS CONTINUED TO RAMP UP



Source: Reuters, Lazard Asset Management
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THE COST OF THE “TRADE WAR” 
WHO SUPPLIES PARTS TO THE BOEING DREAMLINER
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THE BIG RISK TO TRUMP FROM THE TRADE WAR
PRESIDENTS DON’T GET 
RE-ELECTED WHEN 
THERE ARE RECESSIONS 
BEFORE THE ELECTION



Source: AMP Capital
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BREAKING NEWS



EUROZONE BUSINESS CONFIDENCE HAS FALLEN

Source: Bloomberg, AMP Capital
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EUROZONE 
BREAK UP 
RISK IS 
LOW, 
BREXIT IS 
A 
SIDESHOW



EUROZONE BREAK UP RISK IS LOW, BREXIT IS A SIDESHOW

Source: Eurobarometer, AMP Capital | 18

Key issues and what to watch Support for Euro remains strong (albeit less 
so in Italy)

> Support for the Euro remains solid

> Italy is most at risk given its political 
instability, but even there a clear majority 
prefer to stay in the Euro

> Brexit is not a threat to the survivability of 
the Euro as the UK is not in the Eurozone. 
But a no deal Brexit could still knock 0.5% 
off Eurozone growth

> 46% of UK exports go the EU but only 6% 
of EU exports go the UK
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GLOBAL ECONOMIES IN PERSPECTIVE



CHINESE GROWTH HAS SLOWED
EXPECT MORE POLICY STIMULUS TO IMPROVE GROWTH

Source: Thomson Reuters, Bloomberg, AMP Capital
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Chinese growth has slowed but not 
collapsed and it may be stabilising

China is in transition from manufacturing 
& investment to services & consumption
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WAGES GROWTH IS STILL SLOW IN THE US
FED TO CUT MORE

Source: Bloomberg, AMP Capital
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THE THREAT TO JOBS FROM AI AND ROBOTS MAY BE 
EXAGGERATED!

Source: Statista
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INTEREST RATES TO REMAIN LOW

Source: Thomson Reuters, Bloomberg, AMP Capital
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Source: ABS, AMP Capital
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IS THE LATEST ECONOMIST MAGAZINE COVER THE KISS OF 
DEATH FOR AUSTRALIA? 



THE MAGAZINE COVER INDEX

Source:  The Economist, AMP Capital 
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BEWARE THE CROWD

2009. BRAZILIAN SHARES 
AROUND ALL TIME HIGH (67,000)

2013. BRAZILIAN SHARES AROUND 50,000.
NOW AROUND 85,000



AUSTRALIAN ECONOMIC GROWTH AT ITS SLOWEST SINCE 
THE GFC

Source: ABS, AMP Capital

| 26

-1

0

1

2

3

4

5

6

04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19

Australian real GDP growth

Percent

Quarterly % change

Annual % change



IS THE NEXT ONE UPON US?

Source: AMP Capital
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28 YRS SINCE THE LAST AUSTRALIAN RECESSION



CONSTRAINED GROWTH IN AUST AS HOUSING SLOWS
RBA TO EASE FURTHER

Source: ABS, AMP Capital | 28

Housing is slowing… …and retail sales growth and volumes 
are sluggish 

But mining investment is close to the bottom, 
non-mining capex is lifting… 

…and services exports are strong
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Source: ABS, AMP Capital
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NINE REASONS WHY RECESSION IS UNLIKELY IN AUSTRALIA

> Boost to spending from rate cuts and tax cuts

> The threat from falling property prices has receded

> Infrastructure spending is booming

> The low $A is helping growth

> The drag from falling mining investment is over

> The current account is in surplus

> There is scope for extra fiscal stimulus

> Population growth remains strong

> Cyclical spending never boomed
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SYDNEY AND MELBOURNE HOME PRICES BOUNCE 
BUT PRICES TO REMAIN CONSTRAINED

Source: Core Logic, Domain, AMP Capital 
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Source: Bloomberg, AMP Capital
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INFRASTRUCTURE SPENDING IS BOOMING



WHY WAGES GROWTH IS SO LOW IN AUSTRALIA (AT 2.3%)

Source: Bloomberg, AMP Capital
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Source: Bloomberg, AMP Capital
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WHY IS INFLATION SO LOW? – SPARE CAPACITY & TECHNOLOGY



Source: ABS, RBA, AMP Capital
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RBA TO CUT THE CASH RATE TO 0.25%

Source: Thomson Reuters, Bloomberg, RBA, AMP Capital
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Other policy options:
• Forward guidance
• Negative rates 
• Cheap credit
• QE – buy gov bonds
• QE – buy private assets
• Intervene to lower the $A

• Fiscal stimulus – more assured impact & can 
be fairer

• Helicopter money

(G=T+B+M)
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OPTIMAL DRINKS PER DAY – DR JOHN

Source: AMP Capital
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DRINKING GUIDELINES – THIS EXPLAINS THE US!
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THE GLOBAL INVESTMENT CYCLE – ANOTHER CYCLE 
EXTENSION 

Source:  AMP Capital 

Real assets do well

Inflation becomes a 
problem, interest rate fears

Economic
Recovery

Economic
Slowdown

Govt bonds    do 
well 

Equities 
do well

US
EZ/Aust

Japan Current 
position



SHARES CHEAP AS BOND YIELDS HAVE FALLEN
SHARE MARKET VALUATION INDICATORS

Source: Bloomberg, AMP Capital | 39
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UNCERTAINTY IS HIGH BUT LOW INTEREST RATES PROVIDE 
SUPPORT FOR SHARES PROVIDING THERE IS NO RECESSION

Source: Bloomberg. RBA, AMP Capital | 40
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GLOBAL LISTED COMPANY PROFITS TO RISE MODESTLY IN 2019

Source: Bloomberg. AMP Capital 
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THE LATEST DECLINE IN BOND YIELDS IS POSITIVE FOR UNLISTED 
ASSETS, BUT RETURNS ARE LIKELY TO SLOW

Source: Bloomberg, AMP Capital | 42
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THE DOWNTREND IN THE $A IS LIKELY TO CONTINUE AS THE RBA 
CUTS RATES 

Source: RBA, ABS, Bloomberg, AMP Capital
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Source: Thomson Reuters, AMP Capital 

THE LAST FIVE YEARS HAVE SEEN LOTS OF WORRIES BUT 
TURNED OUT WELL
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TURN DOWN THE NOISE

Source:  AMP Capital



ECONOMIC AND INVESTMENT OUTLOOK
> Global growth slowing but still okay – 2018: 3.6%, 2019: 3.2% 

> Rising risk of global recession from US trade wars - but it should be avoided

> 2019 GDP growth: China 6%, US 2%, Eurozone 0.7%, Japan 0.6%, Australia 1.9% 

> Inflation is below target in most countries – hence central bank easing.

> RBA to cut the cash rate to 0.25%, probably quantitative easing next year

> $A to weaken further

> Continuing low returns from bank deposits and bonds 

> Shares vulnerable to a short term pull back – but should provide okay returns over 6-12 months

> Key risks: trade war, President Trump, Iran tensions, global growth, China, Aust property market
Source: AMP Capital
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While every care has been taken in the preparation of this document, AMP Capital Investors Limited (ABN 
59 001 777 591, AFSL 232497) and AMP Capital Funds Management Limited 
(ABN 15 159 557 721, AFSL 426455) makes no representations or warranties as to the accuracy or 
completeness of any statement in it including, without limitation, any forecasts. 
Past performance is not a reliable indicator of future performance. 
This document has been prepared for the purpose of providing general information, without taking account 
of any particular investor’s objectives, financial situation or needs. An investor should, 
before making any investment decisions, consider the appropriateness of the information in this document, 
and seek professional advice, having regard to the investor’s objectives, financial situation and needs. 
This document is solely for the use of the party to whom it is provided.
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IMPORTANT NOTE



Source: IMF, Haver Analytics, BIS, Ned Davis Research, AMP Capital
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WHAT ABOUT RECORD GLOBAL DEBT IN EXCESS OF $US200TRN?  
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THE SURGE IN HOME PRICES RELATIVE TO TREND AND INCOME 
HAS GONE HAND IN HAND WITH A SURGE IN HOUSEHOLD DEBT

Source: ABS, RBA, OECD, AMP Capital | 49
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WHAT ABOUT AUSTRALIAN HOUSEHOLD DEBT?

Source: OECD, ABS, RBA, HILDA, APRA, AMP Capital
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WHAT ABOUT MORTGAGE STRESS?

Source: OECD, ABS, RBA, HILDA, AMP Capital | 51

Numerous home price crash calls since 2004

• The Economist: “America’s ugly sister” (2004)
• 60 Minutes (2008)
• The Philadelphia Trumpet (2010)
• US hedge fund managers (2010)
• Bronte Capital (2016)
• Four Corners (2017)
• 60 Minutes (2018)

Numerous stories of financial stress

• eg Fujitsu Mortgage Stress Survey a decade ago

Housing debt is up but payment levels 
are flat/down… 

…financial stress actually looks to be down…

…and non-performing loans are low



IRAN RISKS - OIL PRICES ARE A LONG WAY FROM A CHOKE POINT

Source: Bloomberg, AMP Capital
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