
Tactical asset allocation



This training material is intended only for investment professionals including pension scheme 
trustees.  The content is provided for information purposes and should not be viewed as being 
investment, legal, regulatory or tax advice.



Key Questions for Asset Allocation in 2009

1. Recession or Depression?

2. China?

3. Recession rally? 

4. Cheap enough assets?



Chinese growth recovery – on track
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US households worried about jobs
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US house prices still falling
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Lower commodity prices helping households
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US activity – where will recovery come from?
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Economic Scenarios for 2009

• Significant recessions in US, UK, 
EU. US growth troughs Q4

Deep Recession 
45% @ 20 Apr 2009

• Stimulus creates short-lived 
growth spurt, reversed in 2010

Respite 
40% @ 20 Apr 2009

• Credit crunch worsens. GDP falls 
8-10% in worst setback since 30s

Depression 
15% @ 20 Apr 2008

Depression 
40% @ 17 Dec 2009

Depression 
15% @ 20 Apr 2009



Economic Scenarios for 2009-10

• Stimulus creates short-lived 
growth spurt, reversed in 2010

Depression 
15% @ 20 April 2008

Depression 
40% @ 17 Dec 2009

Double-Dip 
30% @ 5 May 2009

• Sub-par recovery from 2010, with 
normal cycle drivers held back

Headwinds 
40% @ 5 May 2009

• Global stimulus and Chinese 
spending push commodities up

Commodity Déjà Vu 
30% @ 5 May 2009



Can risk assets rally in a recession?
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Long term equity return prospects very high
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Under-valuation of other assets more extreme

UK Corporate spreads
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Robust Asset Allocation
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Tactical outlook at May 2009

1. Recession or depression 
Depression becoming increasingly unlikely

2. China? 
On track for 6-8% growth

3. Recession rally? 
History is supportive of rally – eventually =

4. Cheap enough assets? 
Good value remains, but look beyond equities

5. Economic scenarios for 2009-10? 
Headwinds, Double-dip or Commodity déjà vu
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Important information

This training material is intended for investment professionals only. The content is not to be viewed by or used 
with retail investors. The content is provided for information purposes and should not be viewed as investment, 
legal, regulatory or tax advice.

Aviva Investors Global Services Limited, registered in England No. 1151805. Registered Office: No. 1 Poultry, London EC2R 8EJ. Authorised and regulated in the 
UK by the Financial Services Authority and a member of the Investment Management Association.
Contact us at Aviva Investors Global Services Limited, No. 1 Poultry, London EC2R 8EJ.
09/0520/310510

Unless stated otherwise the opinions expressed are those of Aviva Investors Global Services Limited as at 
15 May 2009.
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