Donald Trump has made a number of cabinet appointments that are generally bullish for US businesses
and the economy. In their respective roles, Wilbur Ross and Steven Mnuchin have the potential create
the conditions for a much needed pickup in business investment. Early indications also suggest that hard-
line protectionist stance may be tempering. In our view, an attempt to renegotiate trade deals is more
likely than more swingeing trade barriers, although there may still be tensions along the way.

For bond markets, Trump’s election has added fuel to the reflation thesis that has been evolving for a
number of months and is underpinned by a broad shift from monetary to fiscal expansion. We remain
mindful of a number of risks. A tightening of Federal Reserve policy, albeit gradual, is not particularly
conducive to the sort of aggressive fiscal stimulus promised during the election campaign. Paradoxically,
the Trump Administration will be relying on the respective asset purchasing programmes of the Europe
Central Bank (ECB) and Bank of Japan (BoJ) to help keep a lid on yields, sending investors towards the
US Treasury bond market to pick up yield at a time when the administration is seeking to raise funds for
infrastructure programmes. While this may help in the short term, it creates a fragile dynamic in bond
markets, which could easily change if either the ECB or BoJ alter their policies for domestic reasons or
inflation really does start to surprise to the upside. The upward pressure on the dollar must also be
watched closely, given the risk it poses to emerging markets with large dollar obligations. We have
reduced duration risk by almost two thirds since the middle of the year, which has helped the fund
weather the recent sell-off in markets. At this time, we continue to carefully manage duration risk and
remain alert to the opportunities the market presents.
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