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Market Outlook 2017: Reflating
The Low Growth World
KEY TAKEAWAY
Even in the face
of unanticipated
upheavals, the global
economic growth
outlook has brightened.
Eurozone and Japan
are gaining momentum.
The robust rebound in
energy and commodity
prices is helping
resource exporters such
as Brazil and Russia
and in the rest of the
emerging world, healthy
domestic demand
should stabilize growth
rates in the short to
medium term.

2016 was marked by a series of unexpected political events that could potentially unleash major
changes in the established global economic framework in the coming years. After several years of
slow growth, supported only by the extraordinary monetary policies by the world’s major central banks,
fiscal policy tools are back in favor in the developed world. If implemented judiciously, moderate
fiscal stimulus measures and tax cuts could boost domestic demand just enough to revive business
investment and sustain the current pace of hiring, in most developed economies. The resultant inflation
push should allow the central banks to raise interest rates or, in Europe and Japan, wind down long
running quantitative easing programs. This should provide much relief to the financial sector that was
plagued by low margins and negative interest rates.
Last year also marked a turning point in regulatory direction, especially for the banking and healthcare
industries. Some of the restrictions imposed on banks after the 2008 financial crisis could ease, allowing
them to rebuild high margin, but also higher risk trading businesses. While these changes are likely to
be initiated in the U.S., other developed countries could also see easier regulation, if not on the same
scale. The healthcare sector could face more pressure to bring down costs, even as they grapple with
significant policy changes in the U.S.
The sharp rise in political rhetoric on trade protectionism can only be expected to escalate in the near
future, especially in Europe where such ideas are gaining more attention ahead of national elections in
several countries. If the new U.S. administration unilaterally initiates higher import tariffs and other trade
barriers, other large countries are expected to retaliate with their own measures. Though it is premature
to call this a reversal of globalization, it is very likely that the long established process of global trade
integration may come to a standstill. Brexit and the growing resistance to large trade deals have also
challenged the idea of multilateral economic and political integration.
Even in the face of these unanticipated upheavals, the global economic growth outlook has
brightened. Eurozone and Japan, two major economies where growth has been tepid at best for so
long, are gaining economic growth momentum. The Eurozone was marginally ahead of the U.S. in
terms of growth pace for 2016. Their cheaper currencies should give the Eurozone, Japan and the U.K.
enough fuel to extend the recovery. The robust rebound in energy and commodity prices is helping
resource exporters, especially emerging economies such as Brazil and Russia that were in deep
recession until last year. In the rest of the emerging world, healthy domestic demand should stabilize
growth rates in the short to medium term.
Business sentiment has improved across the world and CEOs who were stressing “defense” just months
ago, have now returned to playing “offense”. Earnings outlook has brightened, especially for the
financials as well as extractive industries. Finally, and most importantly, we believe valuations remain
attractive in international as well as emerging markets that have lagged U.S. equities for a number of
years.
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This publication is for informational purposes only. This publication is not intended to provide tax, legal, insurance
or other investment advice. Unless otherwise specified, you are solely responsible for determining whether any
investment, security or other product or service is appropriate for you based on your personal investment objectives
and financial situation. You should consult an attorney or tax professional regarding your specific legal or tax situation.
The information contained in this publication does not, in any way, constitute investment advice and should not be
considered a recommendation to buy or sell any security discussed herein or to invest in any particular market or
country. Past performance is not indicative of future results. It should not be assumed that any investment will be
profitable or will equal the performance of any security mentioned herein. Thomas White International, Ltd., may, from
time to time, have a position or interest in, or may buy, sell or otherwise transact in, or with respect to, a particular
security, issuer or market on our own behalf or on behalf of a client account. All holdings are subject to change at any
time.
FORWARD LOOKING STATEMENTS
Certain statements made in this publication may be forward looking. Actual future results or occurrences may
differ significantly from those anticipated in any forward looking statements due to numerous factors. Thomas White
International undertakes no responsibility to update publicly or revise any forward looking statements.

312-663-8300 | www.thomaswhite.com

Page 2 of 3

THOMAS WHITE INTERNATIONAL

PORTFOLIO STRATEGY | FEBRUARY 2017

Capturing Value Worldwide®

Are You Positioned for a World of Opportunities?
THE THOMAS WHITE DIFFERENCE
Thomas White International manages $1.9 billion in assets across multiple global, international and
domestic equity mandates. The diverse client base spans public, corporate, endowment, TaftHartley, and separately managed account platforms.

“Our strategy is to
seek smoother, more
consistent returns by
stressing excellent
local stock selection as
opposed to betting on
major country and
sector moves.
To succeed in this
approach, we have
built an exceptional
global research team
that uses our proprietary
techniques to identify
the most attractive
stocks in each of the
major regions of the
world. This in effect is
our trump card.”
—Thomas S. White, Jr.,
Portfolio Manager

We use Proprietary Research. At Thomas White, we value international stocks within distinct valuation
groups based on region, industry, sector, or country, which provide us with an extensive range of
investment opportunities.
Our investment process differs from the crowd. Our approach to valuing common stocks combines
the execution of thorough historical studies, with the application of in-depth fundamental securities
analysis. Valuing global stocks in nearly 50 countries, this industry-based stock selection process
employs tailor-made valuation frameworks refined and tested over the 40-year history of the Thomas
White organization and its predecessors.
Our veteran analysts on average have more than seventeen years of experience working together
as a team. Our research and analysis is generated by our professionals, both in Chicago and in our
Asia office in Bangalore, India, most of whom have spent their entire careers at Thomas White.
Our investment approach seeks to benefit from buying undervalued stocks and selling them when
they return to fair value. Our analysts find that investors tend to overvalue a company against its
industry peers when the intermediate business environment is favorable, producing strong earnings
growth and then undervalue a company when the environment depresses its business outlook. This
pattern is a reflection of human behavior — it occurs in every industry and country around the world.
It is this phenomenon that explains a stock’s wide price swings above and below its intrinsic value
as a business.

For more information, please contact:
Gabriel J. McNerney, CFA
(312) 663-8318
gmcnerney@thomaswhite.com
thomaswhite.com
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