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PRESENTER: For our monthly look at the global economy I’m joined down the 

line by Phil Butler, Multi-Asset Portfolio Manager for Prudential Portfolio 

Management Group. So Phil, welcome. So what have been the key themes in 

markets of late?  

 

PHIL BUTLER: So there have been a few key themes that we’ve seen in the 

market of late, and it’s mainly been driven by divergence in some of the economic 

data coming out of Europe and US. So in Europe those PMI data rolled over, 

softened a little bit; whereas in the US they’ve remained both elevated and 

strong. Now the underlying consumer confidence is still there in Europe, but that 

divergence in the economic data has caused the dollar to strengthen. That 

coupled with the stronger commodity markets, where we’ve seen oil go to $80 a 

barrel, in the month of May, has caused some markets, equity markets in 

particular to be weak, particularly in Europe and Asia. Whereas the UK market 

based on its composition of energy and materials, and also a lot of earnings is 

earnings, has actually seen that index in particular have a strong month, up 4 to 

5% on the month. 

 

PRESENTER: And what’s been the reaction to the political news in Italy?  

 

PHIL BUTLER: Yes, the markets have taken that quite badly now. The president 

didn’t accept the Italian finance minister due to euro fears, and essentially what 

that’s done is caused both equity markets and government bond markets to sell 

off actually quite violently. Now they came back a little bit more recently as those 

worries moved away. I think what we’ve got there now is the unpredictability. So 

we know there’s going to be another election, and that causes some strain on 

both the Italian market but the wider European area.  

 

PRESENTER: Is there a risk of contagion?  

 

PHIL BUTLER: I think there is. I think you have seen what’s happened in both 

the Spanish and Portuguese government bond markets, and European equities 

have generally been quite soft. We do like to make the clear distinction though 

that just because of what’s happening in the Italian politics, we need to be careful 

not to place what’s going on there in Spain and Portugal. Now Spain has also had 
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a no confidence vote, but I think there are relations but at the same time we 

need to make sure that we’re looking at the aspects that are happening in Italy, 

and we feel markets have overreacted, and then also not take that overreaction 

into the likes of Spain, Portugal and other peripheral European countries. Now 

clearly markets are trying to assess that right now, and we saw government bond 

yields come in as people go to those safe haven assets. But yeah I think there’s a 

risk but people shouldn’t overdo that.  

 

PRESENTER: What are your thoughts on the US trade tariffs that have been 

imposed?  

 

PHIL BUTLER: Yes, now this is a frustrating element here. Because Donald 

Trump is Mr Unpredictable, and has the daily tweets, and sometimes says things 

before he’s even spoken to his own senate and advisers. So we’ve got to be 

careful not to take the extreme approach here. An all-out trade war would be bad 

for the global economy, and we’re seeing people from the IMF and the European 

Union who have had the steel and aluminium tariffs applied to them come out 

and say that. Now on the plus side if what this does is bring people to the table to 

actually have discussions about it, then potentially that’s not a bad outcome. So 

markets did sell off slightly on this news that Donald Trump’s announced that the 

US will be putting trade tariffs on Europe on steel and aluminium, also some other 

key counterparts. But we need to make sure that whether the end goal for this is 

actually negative for markets, or actually it gets people round to discussing what 

the US believe to be a big issue for their economic agenda.  

 

PRESENTER: So finally have these developments changed the shape of the 

portfolios?  

 

PHIL BUTLER: They certainly have. So we spoke about UK equities earlier on, 

and we as a team trimmed UK equities in May to try and lock in some of the 

profits. We remain optimistic of economic growth throughout the rest of this year. 

So we’re still long those risk assets, equities, slightly underweight fixed income, 

and we’ve got a little bit of cash sitting on the side looking for opportunities to 

deploy that for our clients.  

 

PRESENTER: Phil, thank you. 
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PHIL BUTLER: Thank you.  

 

PRESENTER: And PPMG will be back next month with their latest update, so do 

keep an eye out for that on asset.tv, and thanks for watching. 

 
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. 
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