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The global economy will accelerate in 2014

Source: IMF, World Economic Outlook Database, October 2013
*Davy forecasts

Gross Domestic Product (’GDP’) Growth Forecasts for 2014
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China – Hard or Soft Landing?

Pace of growth is slowing in China, but remains 
+7%

Chinese workers continue to enjoy strong 
wage growth

Source: Bloomberg, Davy
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Europe: Economic Conditions are Beginning to Improve

Unemployment remains at historically high levels 
but is stabilising

Leading economic indicators are improving

Source: ECB, PMI, Davy
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Ireland – bailout exit has reduced borrowing costs

Irish bond yields have fallen to pre-crisis levels Domestic demand is expected to pick up in 2014

Source: Bloomberg, Davy
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Ireland – house prices are on the up

House prices have stabilised; rising in Dublin Housing completions are at the lowest level 
since the 1960’s

Source: Bloomberg, Davy
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Ireland – consumer confidence at six year high

Unemployment is falling Consumer confidence is the highest in six years

Source: Bloomberg, Davy
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US: Housing and jobs are driving the recovery

US labour market continues to improve; 
7.8 million jobs since 2010

House prices up almost 15% in last year across 
the 20 major cities

Source: Bloomberg, Davy
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Oil and gas production have surged since the recession

US oil production up 60% since 2009 Natural Gas production has surged 

Source: Bloomberg, Davy
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QE tapering is the biggest risk this year

Source: Bloomberg, Davy
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Unprecedented monetary and fiscal stimulus used to revive growth

Central Banks have cut rates toward 
zero…

…and have expanded their balance sheets via 
QE

Source: BoE, Bloomberg, Davy

*(rhs) =right hand  side
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Emerging Markets: A crisis of 1990’s proportions is unlikely

External debt has fallen since late 1990’s Foreign exchange reserves are significantly 
higher in almost all cases

Source: Bloomberg, IMF, Haver, Davy

Foreign Exchange Reserves as a % of GDP
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Equities: stand-out asset class last year

Source: Bloomberg, Davy

Warning: Past performance is not an indication of future returns
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Bonds are Extremely Expensive

Bond yields are at historically low levels
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Source: Bloomberg, Davy

Warning: Past performance is not an indication of future returns
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Equities are not expensive BUT also not cheap

Source: Bloomberg, Davy, MSCI

*Shiller PE US

Global Equities are not expensive with the 
exception of Shiller PE

Forward P/E Multiples are closer to fair 
value

Warning: Past performance is not an indication of future returns

Metric Current Average History
Forward PE 14.9 16.1 1988
Trailing PE 17.4 18.0 1974
Trailing Normal PE 20.5 27.0 1984
P/B 2.0 2.1 1974
RoE 11.8% 11.8% 1974
Shiller PE* 27.7 18.1 1880
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What earnings can companies deliver?

Analysts forecast +11% earnings growth in 2014 3% GDP consistent with +10% EPS growth

Source: IBES, MSCI, Davy

Warning: Forecasts are estimates only and are not a reliable guide to future performance. Commissions, 
fees and other charges have not been taken into account in these forecasts.
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Bloomberg Professional Investor Survey

Source: Bloomberg, IMF, Davy

Which of the following do you think 
poses the biggest risk to the global 
economy in 2014?

Economics: What is your view of... What asset class do you think offers 
the highest return over the next year?



18

Tactical Asset Allocation – Model Portfolios

Source: Davy
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Open Strategic Calls
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Sowing the seeds of the next crisis?

The unintended consequences of QE

Housing Bubbles in…

• Australia
• China
• Hong Kong
• Switzerland
• Norway
• London

EM & Commodity Currencies…
• Turkish Lira/ Argentinian Peso/Indian

Rupee/Indonesia Rupiah & Commodity
producing nations Aussie $/Norwegian
Krone/Canadian $

FT Headlines warning about…
• 95% mortgages
• CDO’s/Covenant Lite

Source: Davy



21

Important Information: Risks
This presentation provides investment analysis from Davy Private Clients for discussion purposes only. It is not 
intended to constitute an offer or solicitation for the purchase or sale of any financial instruments, trading strategy, 
product or service and does not take into account the investment objectives, knowledge and experience or financial 
situation of any particular person. You should obtain advice based on your own individual circumstances from your 
own tax, financial, legal and other advisors before making an investment decision, and only make such decisions on 
the basis of your own objectives, experience and resources. You may also contact your Davy Portfolio Manager to 
discuss further any relevant content.

No Assurance of Investment Return: There is no guarantee that the investments discussed in this presentation will 
achieve results comparable to those achieved in the past, that targeted performance will be met or that capital will be 
returned to investors. Neither past experience nor the current situation are necessarily accurate guides to the future. The 
value of the investment can go down as well as up and the return upon the investment will therefore necessarily be variable. 
Investors should determine whether an investment is appropriate to their personal circumstances.

Suitability: The investments discussed in this presentation may involve a high degree of risk and may not be suitable for all 
investors. Each potential investor must determine the suitability of the investment in light of his/her/its own circumstances. 

Liquidity: Liquidity risk is the risk that an asset cannot be traded because there is no market for it at an acceptable price. 
Investors should be prepared to bear the risks of holding the investments discussed in this presentation for the medium to 
long term. An illiquid market may have an adverse impact on the price at which an investment can be sold in any market and 
investors may receive substantially less than their original purchase price.

Currency Risk: An investment may be exposed to currency exchange risk. Changes in exchange rates between currencies 
or the conversion from one currency to another may cause the value of an investment to diminish or increase. Changes in 
exchange rates may have an adverse effect on the value price or income of the investment.

Inflation Risk: Inflation risk is the erosion of value in real terms that occurs during a general increase in prices and 
corresponding fall in the purchasing power of money during inflationary times. Inflation will impact on the real return of the 
investments discussed in this presentation.

Credit/Issuer Risk: The value of an investment may be adversely affected if it is exposed to an institution which suffers 
insolvency or other financial difficulties (default). 

Economic, Social & Political Risk: An investment in regions or countries that are considered to be developing markets may 
be subject to potentially higher economic, social and political risk than investments in developed countries.
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Market Data

All data is sourced from 
Bloomberg as at market close 
31st December 2013 and 
returns are based on price 
indices in local currency terms, 
unless otherwise stated.

* Source: Bank of America 
Merrill Lynch

WARNING: Past 
performance is not a reliable 
guide to future performance. 
The value of your 
investment may go down as 
well as up. Returns on 
investments may increase or 
decrease as a result of 
currency fluctuations.
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All data is sourced from 
Bloomberg as at market close 
31st December 2013 and 
returns are based on price 
indices in local currency terms, 
unless otherwise stated.

** IPD All Property Total 
Return data is not year-to-date 
but as at 30th September
2013 for Ireland and US, and 
31st December 2013 for UK

WARNING: Past 
performance is not a reliable 
guide to future performance. 
The value of your 
investment may go down as 
well as up. Returns on 
investments may increase or 
decrease as a result of 
currency fluctuations.

Market Data (cont’d)
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This presentation material, which has been produced by Davy, is issued by Davy to parties attending the presentation to which it relates. The information contained 
herein does not purport to be comprehensive. It is strictly for information and discussion purposes only. To the extent that individuals request copies of this material, 
without attending the presentation which the material was designed to support, they do so at their own risk and in the knowledge that the information provided here is 
wholly incomplete. The prospectus and supplements for these funds are available on request from Davy, Davy House, 49 Dawson Street, Dublin 2.

The information contained in this presentation is not investment research or a research recommendation for the purposes of regulations. The presentation does not 
constitute an offer for the purchase or sale of any financial instruments, trading strategy, product or service. No one receiving this presentation 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. Financial 
Advisors and their clients are advised to request copies of the Fund Prospectuses, Information Memoranda and other Fund documentation containing additional 
information on risks, fees and charges which apply and to make their own independent commercial assessment of the information and to obtain any independent 
professional advice as may be appropriate (including inter alia legal and tax advice), before making an investment decision, and only make such decisions on the basis 
of their clients investment objectives, experience and resources. Interested parties are not entitled to rely on any information or opinions contained in this presentation or 
the fact of its distribution for the purpose of making any investment decision or entering into any contract or agreement with Davy in relation to any investment. 

This presentation contains summary information and is not intended to be comprehensive. Statements, expected performance and other assumptions are based on 
current expectations, estimates, projections, opinions and/or beliefs of Davy at the time of publishing. These assumptions and statements may or may not prove to be 
correct. Some of the information contained in this presentation has been obtained from published sources or has been prepared by third parties. While such sources are 
believed to be reliable, Davy shall have no liability, contingent or otherwise, to the user or to third parties, for the quality, accuracy, timeliness, continued availability or 
completeness of same, or for any special, indirect, incidental or consequential damages which may be experienced because of the use of the data or statements made 
available herein. While reasonable care has been taken in the preparation of this presentation, no warranty or representation, express or implied, is or will be provided by 
Davy or any of its shareholders, subsidiaries or affiliated entities or any person, firm or body corporate under its control or under common control or by any of their 
respective directors, officers, employees, agents, advisers and representatives, all of whom expressly disclaim any and all liability for the contents of, or omissions from 
this presentation, the information or opinions on which it is based and for any other written or oral communication transmitted or made available to the recipient or any of 
its officers, employees, agents or representatives. 

This presentation has been made available on the express understanding that any written or oral information contained herein or otherwise made available will be kept 
strictly confidential and is only directed to the parties to whom it is addressed. This presentation must not be copied, reproduced, distributed or passed to others at any 
time without the prior written consent of Davy. Davy may have provided or may be providing investment services to the Funds mentioned or to the underlying 
investments. Our conflicts of interest management policy is available at www.davy.ie.

The MSCI sourced information is the exclusive property of MSCI Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI intellectual 
property may not be reproduced, disseminated or used to create any financial products, including any indices. This information is provided on an “as is” basis. The user 
assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information 
hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. 
Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have 
any liability for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its affiliates.

J&E Davy, trading as Davy, is regulated by the Central Bank of Ireland. Davy is a member of the Irish Stock Exchange, the London Stock Exchange and Euronext. In the 
UK, Davy is authorised by the Central Bank of Ireland and authorised and subject to limited regulation by the Financial Conduct Authority. Details about the extent of our 
authorisation and regulation by the Financial Conduct Authority are available from us on request.

Important Information


