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FINANCIAL MARKETS
Black and white

Stock markets did not even stop to catch their breath in April which ended up being another positive month. 
Particularly reassuring messages from the central banks, mostly the Fed, combined with macro data, which 
is either stable or on an upward trend, have recreated the idyllic ‘Goldilocks’ climate which recalls the 
fantastic year of 2017. Economic recovery, low rates, accommodating central banks, non- existent volatility, 
and almost every asset class being positive constitute an ideal environment for every asset manager. It’s 
beautiful - too bad we do not think it will last!

It certainly seems to be a perfect moment in which stock markets, bonds and central banks all see the world 
from different perspectives, creating a perfect scenario. Central banks are looking at hard data in the 
rear-view mirror, which is generally delayed and still negative after the slump at the end of 2018, however 
restless stock markets are trying to beat everyone else by looking at soft data which is generally (but not 
always) more anticipatory, while fixed income tends more closely to track inflation, the most sinister enemy 
of holders of low-yield bonds like current ones. The result is a positive confluence of accommodating 
monetary policies, bullish shares, falling rates, and tight spreads. In short, we can have our cake and eat it!

However, at some point something will have to give: either the economy, the central banks, bonds, or stocks. 
BlueStar thinks that holding out for both asset classes to perform positively would be asking too much. We 
continue to believe that colorblind markets, which only see things in black and white, are once again putting 
a premium on perfection and that, without wanting to use words like recession, it would not be too 
farfetched to envisage profits continuing to rise, albeit not too extravagantly.

We therefore continue to suspect that a lot of good news has probably already been discounted and that, 
on the contrary, the market could be particularly sensitive to bad news, just like what is going on at the 
moment. Not wanting to fall into fearmongering, which up until now has been unjustified, we are 
nonetheless aware that things are not only black and white, but could in fact also turn out to be gray...
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