UK: +44 (0)207 989 0813
NA: +1 646 896 3065
AU +61 2 9280 0700
action@proactiveinvestors.com

Associated British Foods PLC
11:56 08 Jul 2019

Morgan Stanley turns bearish on global stocks as
'downside risks' build up
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£14.29 billion

Market Cap:

Morgan Stanley has turned bearish across stocks around the world for the first
time in five years, seeing earnings expectations as too optimistic across US,
Europe, Japan and emerging markets.

1 Year Share Price Graph

The investment bank downgraded its rating on global equities to 'underweight'
from its previous 'equal weight' stance as it felt the risk/reward outlook for the
next three months is "poor".
READ: China's economic growth in serious peril as the US continues to ratchet
up the pressure
"It is time to act," strategists at Morgan Stanley said, having seen growing
signals from its economic indicators in recent weeks, with a continued
deterioration in global economic survey data suggesting a macro environment
"with plenty of downside risks".
The 'pause' in US-China trade tensions post the G20 meeting "does little to
address these [worries]", the strategists said in a note to clients, distributed on
Monday.
Meanwhile, higher equity price valuations now mean Morgan Stanley's
expected 12-month returns for global equities are near their lowest levels in six
years, based on bottom-up company forecasts or top-down macro approaches.
"Those valuations face additional pressure as we think consensus earnings in
the US, Europe, Japan and emerging markets remain too high," the note said,
with genuine economic risks indicated by the continued weakness in global
PMI surveys and commodity prices.
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Further policy easing in line from central banks "could boost markets", although
the effect is felt likely to be offset by weaker data and already high central bank
expectations.
How to play the market
Prefering European and Japanese equities to emerging market (EM) and US stocks, Morgan Stanley said it was
increasing allocations to EM and Japanese government bonds.
"Elevated equity risk premiums mean that the cost of running underweight equities for extended periods is high; we
think there are enough challenges for these premiums to be offset over the next 3-6 months."
While, at face value, the more cautious view on global equities "suggests that investors should have a fairly defensive
portfolio at this time", the strategists said the high valuations of "quality and defensive" stocks made this difficult.
Looking for stocks in traditionally defensive sectors where average relative valuations are in the bottom half of their
10-year range, threw up 'overweight'-rated companies including Associated British Foods plc (LON:ABF), Tesco PLC
(LON:TSCO), National Grid PLC (LON:NG.), Anheuser Busch Inbev and Bayer.
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"Expensive cyclicals" to sell included Sage Group (LON:SGE), Adidas, Assa Abloy and Securitas.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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