PRESENTER: For our monthly look at the global economy I’m joined now down the line by Phil Butler.
He is Multi-Asset Portfolio Manager at the Prudential Portfolio Management Group. Well, Phil, since
last month’s update, what are the main factors which have been having a big impact on markets? PHIL
BUTLER: Hi Mark. Yes, post October/November saw a strange market sentiment. So that sentiment was
largely driven in credit markets. Investors clearly still have a concern about the global growth, and also
trade tensions. So what we saw was spreads in US and European investment grade and high yield assets
widen. There was some relief on the basis that Trump and China seem to be getting somewhere with
their trade negotiations. So it looks like there’s a delay in some additional tariffs, renewed negotiations
for the bilateral conversation between the US and China, and that’s a positive news outcome there. On
the other side of the spectrum you had Jerome Power, who’s the US Fed Chair. He’s come out and
changed his stance a little bit about where the neutral rate is. So back in October he was saying we’re a
long way from that neutral rate, now he’s saying that we’re near it, and markets have reacted positively
to that. So on a portfolio level, GEM, Asian equities have performed well; whereas, fixed income assets,
that high yield and investment grade, have performed poorly. PRESENTER: Well closer to home Brexit
continues to dominate headlines, have you made any fund changes on the back of that? PHIL BUTLER:
Yes, it continues to be a dominant headline, and something that we’re trying to piece together. We don’t
like to make short-term decisions, and with Brexit what you’ve got is a temporary nature Brexit. It will
be concluded at some point, even though it has already been going on for over two years, but we also
don’t know the outcomes. So we don’t like to make short-term decisions just based on this changing
news. What we look to do is have diversified portfolios that can benefit in any climate, and look through
that short term news. Now, when it comes to the portfolios, our diversified set of funds have benefited
this year. Take UK properties, a great example. UK property was not liked in 2016, and it came to a lot
of issues through the Brexit discussion; yet this year when volatility has been quite high, it’s up 4½%
year to date, and that’s really benefited the portfolios. Vice versa with overseas equities, where they
benefit from a revenue stream outside of the UK, if we have a hard Brexit scenario, actually that would
benefit our portfolios. So what we’re looking at is how can we have the most diversified portfolio
around? PRESENTER: You’ve got a bit of Italian exposure in the portfolios, any developments in that
country that are making you change your opinion? PHIL BUTLER: Yes, so not change of opinion for us.
We’re comfortable with our positioning. What’s happened during the month is the European
Commission and the Italian Parliament have basically been holding a hard line on their views and not
wanting to budge. What we’re seeing more recently is both sides suggesting that these conversations are
actually progressing where they are, and there are even reports out there that suggests that the Italian
prime minister is willing to lower his budget deficit from that 2.4% figure in his draft, down to around
2%, which is only marginally above the 1.8% that we’ve seen this year. So we think that’s a positive
development on that front. PRESENTER: Now how has all this news affected portfolio positioning as
we go into the end of 2018? PHIL BUTLER: Yes, I mean we’ve rotated on the various months that we
are constructive on the global economy, but are aware that the US economy in particular is on a late
cycle path. So on that we tend to be overweight global equities in general and then underweight those
fixed income assets. And that largely hasn’t changed too much over the last months, but one that we’re
continuing to hold into year end. PRESENTER: We have to leave it there. Phil Butler, thank you very
much. PHIL BUTLER: Thank you. PRESENTER: And thank you for watching, from all of us here
goodbye for now. This is just for UK advisers – it's not for use with clients. A fund manager’s view isn’t
advice or a recommendation. This video is prepared for information and does not contain or constitute
investment advice. Information provided has been obtained from sources that PPMG believes to be
reliable and accurate at the time of issue but no representation or warranty is made as to its fairness,
accuracy, or completeness. The views expressed herein are subject to change without notice. No person
should rely on the content or act on the basis of any matter contained in this document without obtaining

specific professional advice. Neither PPMG, nor any of its associates, nor any director, or employee
accepts any liability for any loss arising directly or indirectly from any use of this video. This video may
not be edited or reproduced in whole or in part or circulated without the prior consent of PPMG and
may only be used or received in accordance with the applicable laws in the relevant jurisdiction.
Reference to the names of each asset class/company mentioned in this communication is merely for
explaining the investment strategy, and should not be construed as investment advice or investment
recommendation of those companies. The value of investments and any income from them may go down
as well as up and are not guaranteed. Investors may get back less than the original amount invested and
past performance information is not a guide to future performance. By watching the video, you agree to
be bound by the foregoing limitations. Prudential Portfolio Management Group Limited, is registered in
England and Wales, registered number 2448335, with Registered Office at Laurence Pountney Hill,
London EC4R 0HH.

