11/30/2018

Europe – A Surprise Package? - Appian Monitor

View this email in your browser

April 2017

Europe – A Surprise Package?
The Eurozone investment picture is brightening. Last month the
European Central Bank upgraded its growth forecast for this year to
just shy of 2% and broadly similar for 2018. This wasn’t unexpected
as the economic numbers we’ve seen from the start of the year have
generally been better. Economic confidence numbers have been
heading up, with business confidence indicators now standing at a
71-month high. A growth rate close to 2% may not seem that
exciting but this actually means a Eurozone economy that is
growing above its long term potential.
What’s driven this? Better global growth, a competitive exchange rate and a supportive
Central Bank policy have all helped. But this has been a grinding recovery and there’s still a
way to go to eat into the ample spare capacity as evidenced by a 9.5% unemployment rate.
This unemployment rate while too high is still the lowest since May 2009. Four million
jobs have been created in the last three years as Mario Draghi highlighted last month.
Most of the recent economic data has been better than forecast as the graph here shows.
European Economic Data Surprise Index
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(Source: Bloomberg. Figures above the line mean the released data was ahead of expectations)

However, we believe this rate of growth on its own is not going to prompt the ECB into
ending its support for the economy in the form of low rates and the bond buying
programme. Core inflation remains subdued and even headline inflation (which was really
driven by energy prices) may well have peaked for the moment. The ECB will likely stick to
its course.
So from an investment perspective it’s a benign backdrop – better top line growth, better
company profits. But many of the systemic risks remain. The political thermometer may
have cooled down following the Dutch election outcome, and calming poll numbers in
France that suggest 72% of the population want to stick with the Eurozone. But
fundamental issues in Greece and Italy remain unresolved and no doubt will re-emerge as
market concerns from time to time.
The other key variable is the currency. From its peak in May 2014 the Euro has lost close to
25% in value compared to the US Dollar. All of that move took place in the first 10 months
and the currency has really been stuck in a range since then. This has clearly benefitted our
competitiveness. Were the Euro to break out and appreciate, it could hamper growth. This
will happen at some point but for now the drivers of currency will remain the direction and
pace of US interest rates – where a number of further hikes are likely this year – and the
policy of the ECB which is unlikely to squander its hard-won achievement to date with any
“shock and awe” ending of its supportive policy.
If this reasonably bright economic picture for Eurozone persists - improving growth,
modest inflation and low interest rates – it’s a positive for investors in European
companies, and companies that export into the region.
For information regarding the Appian Investment Seminar on April 27th, please see below.
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The information contained in this material is not financial advice. Nor does it constitute an offer for the purchase
or sale of any financial instruments, trading strategy, product or service. No one receiving this material should
treat any of its contents as constituting advice. It does not take into account the investment objectives, knowledge,
experience or financial situation of any particular person. You should seek advice in the context of your own
personal circumstances prior to investing or taking out any product from your own independent adviser.
This material has been prepared and issued by Appian Asset Management Limited on the basis of publicly
available information, internally developed data and other sources believed to be reliable. While all reasonable
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2/5

11/30/2018

Europe – A Surprise Package? - Appian Monitor

care has been given to the preparation of the information, no warranties or representation, express or implied are
given or liability accepted by Appian Asset Management Limited or its affiliates or any directors or employees in
relation to the accuracy, fairness or completeness of the information contained herein. Any opinion expressed
(including estimates and forecasts) may be subject to change without notice.
If you decide to invest in the Appian Unit Trust, further information in relation to all risks is provided in the Fund
Prospectus and supplements. This material is available from Appian Asset Management Limited, 42 Fitzwilliam
Place, Dublin 2. If you invest in the Appian Unit Trust, you may lose some or all of the money you invest. The value
of your investment may go down as well as up. This investment may be affected by changes in currency rates.
References to past performance are for illustrative purposes only and are not a reliable guide to future
performance. Projected returns are estimates only. Forecasted returns depend on assumptions that involve
subjective judgement and on analysis that may or may not be correct.
The above disclaimer and limitations of liability are applicable to the fullest extent permitted by law, whether in
Contract, Statute, Tort (including without limitation, negligence) or otherwise.
Appian Asset Management Limited is regulated by the Central Bank of Ireland.

Appian Unit Fund Prices
3 April 2017
Appian Value Fund

142.78

Appian Equity Fund
Appian Small Companies Opportunities Fund
Appian Liquidity Fund

181.19
201.86
106.14

Appian Ethical Value Fund

100.20

For more detailed information on each of our funds click here

We hope to see you at Appian's Investment Seminar later this month. For more information please contact
https://us9.campaign-archive.com/?u=027f7598eb01162f5cb92d26c&id=bdb93ac728&e=1b53127a51
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Anna. E anna.hadfield@appianasset.ie T: 01 6623001 or click the link below.

Click here to RSVP

Patrick J Lawless
Chief Executive Officer

Eugene Kiernan
Head of Investment Strategy

John Mattimoe
Senior Fund Manager

Pat Kilduff
Senior Fund Manager

Niall Dineen
Senior Fund Manager
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Click here for more information about our Investment Team

John Flavin
Senior Relationship Manager
Tel: (01) 662 4053 direct
Click here to email John

Kevin Menton
Director
Tel: (01) 662 3989 direct
Click here to email Kevin

Follow Appian on Twitter

Connect with Appian on LinkedIn
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