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Currency Swings and Roundabouts
Currency moves have played a big role in shaping investor returns
so far this year, and the principal trend has been the strength of the
Euro against the US dollar and to a smaller extent against Sterling.
For a Euro-based investor a total return from the US stock market of close to 12% in US
dollar terms is practically wiped out at just over 1% in Euros. Measured against its major
trading partners, the Euro has strengthened by close to 8% in 2017 so far.
The immediate impact then of the strong Euro is to diminish returns from non–euro assets
in the short term.
Why has the Euro performed as well this year? Part of the reason is that the Euro economy
itself has surprised with a better recovery than many expected. Growth forecasts for 2017 of
around 1.5% at the start of the year are now closer to 2%. The ECB and other forecasters
have been revising up their numbers as we’ve come through the year, and forward-looking
indicators continue to look positive. This has supported the currency as it means we are
moving (slowly) to a phase when the Central Bank will “pump” less money into the system
and at some point, (though in our view not for some time) increase interest rates.
At the same time across the Atlantic there have been a number of factors which have
weighed against the US dollar. The failure of inflation and wages to take off has perhaps
lessened the pace of future interest rate hikes from the US Central Bank – though in our
view we will see a further increases this year and thereafter. Neither has the political
background been US Dollar friendly as failure to progress on any legislative agenda
coupled with controversy around the Presidency, negatively impacted the currency. A
weakening exchange rate is not all bad however.
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A softer US dollar nonetheless will in turn have a positive impact on US company earnings
that are coming from overseas and will serve to underpin the better profits growth that we
have been seeing this year from US companies. This in turn supports asset values and
investment returns from US stocks.
Similarly we can see how a stronger Euro tightens conditions in the Eurozone, makes
exporters less competitive and can be a drag on overseas revenues. From the ECB’s
perspective this goes against their goal of sustainable growth and inflation pick-up. Could
the move we have seen already be enough to sway the Central Bank off its course of
gradually reducing support? Mario Draghi has said so far that it’s not an issue, but if the
strength persists it may well play a role. In the past it has taken a move of over 10% in the
currency on trade weighted basis to warrant an ECB response. We’re not there yet.
Currency moves, as we’ve seen this year, can be quite dramatic and indeed can reverse
direction quite quickly. There are “leads and lags” from currency moves and as we’ve seen,
a weak currency can ultimately be a boost towards growth despite the short term
translation effect.
At Appian we do not look to second-guess what currencies may do but rather, we focus on
the underlying quality and potential of our investments. Our funds will typically have well
diversified exposure to the different currency blocks, as the Appian Value Fund below
displays:
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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,
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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
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
2 August 2017
Appian Value Fund
Appian Equity Fund

141.81
176.80

Appian Small Companies Opportunities Fund
Appian Liquidity Fund
Appian Ethical Value Fund

200.69
106.11
98.67

Appian Burlington Property Fund

105.93

For more detailed information on each of our funds click here

Patrick J Lawless

Eugene Kiernan
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Chief Executive Officer

Head of Investment Strategy

John Mattimoe
Senior Fund Manager

Pat Kilduff
Senior Fund Manager

Niall Dineen
Senior Fund Manager

Click here for more information about our Investment Team

Kevin Menton
Director

John Flavin
Senior Relationship Manager
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Tel: (01) 662 3989 direct
Click here to email Kevin

Follow Appian on Twitter

Tel: (01) 662 4053 direct
Click here to email John

Connect with Appian on LinkedIn
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