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In what could normally be attributed to March, the saying “In like a lamb and out like a lion” could well describe 
May.  Markets started on the back foot but finished the month almost universally higher.  This is at odds with 
market sentiment, which has been anything but exuberant.  There has certainly been no lack of volatility, which 
keeps whipsawing managers. 
 
James Mackintosh of the Wall St Journal summed it up quite well in a recent article:

“Sell in May, they said. A strong dollar is bad for stocks and oil, they said. Everyone will get scared if China’s renminbi 
weakens again, they said. Avoid dangerous growth stocks, they said. Stick with safe, quality defensive shares with 
a yield, they said. It didn’t turn out that way. As so often, markets confounded conventional wisdom last 
month.”

And he ended up by wisely concluding:

“Most of all, we should be humble about our ability to forecast what will happen to markets, or why, because the 
patterns change so often.” 

So while we are humble about our forecasting powers, below we ask the question of where markets might go 
from here considering the multiple worries that abound. 
 
Where are the markets going?

We cannot be sure.  Now that we got the answer out of the way, let us look at what worries investors, and 
whether these worries are enough to cause a bleak outcome.

Let’s start by saying that investors are indeed worried.  Below are the headlines of two  recent publications that 
indicate that both institutional and retail investors are not comfortable.  The first is from Merrill Lynch and the 
second from the Financial Times.

 commentary
monthlyM

management asset



Disclaimer

All information contained herein and any opinions expressed in it are intended solely for the use of customers of Elgin AMC (“Elgin”). This 
document is not, and should not be construed as an offer or solicitation to buy or sell any product, security or any other financial instru-
ment. Any opinions expressed in this document are subject to change in that notice. This information is a marketing communication for the 
purpose of the European Markets in Financial Instruments Directive (MiFID) and CySEC’s Rules. It has not been prepared in accordance with 
the legal requirements designed to promote the independence or objectivity of investment research. This document is not based upon de-
tailed analysis by Elgin of any, market, issuer or security named herein and does not constitute a formal research recommendation, either ex-
pressly or otherwise. It is not investment advice and does not take into account the investment objectives and policies, financial position or 
portfolio composition of any recipient. This document should not to be relied upon as authoritative or taken in substitution for the exercise 
of your own commercial judgment. This document has been prepared on the basis of economic data, trading patterns, actual market news 
and events, and is only valid on the date of publication. Elgin does not make any guarantee, representation or warranty, (either expressly or 
impliedly), as to the factual accuracy, completeness, or sufficiency of information contained herein. This document has been prepared by the 
author based upon informational sources believed to be reliable and prepared in good faith. Elgin does not make any representation or war-
ranty, express or implied, as to the accuracy, completeness or correctness of this information.  Elgin does not accept any liability for any loss 
or damage, howsoever caused, arising from any errors, omissions or reliance on any information or views contained in this document. The 
value of any securities mentioned in this document may move up or down, and the value of securities denominated in other currencies will 
also be subject to fluctuations in the relevant exchange rates. Securities issued in emerging markets are typically subject to greater volatility 
and risk of loss. Elgin’s officers, directors and employees may own or have positions in any investment(s) mentioned herein or related thereto 
and may, from time to time, add to or dispose of any such investment(s). This information is the intellectual property of Elgin. Redistribution 
or dissemination of this document is prohibited. 

Elgin AMC is a trading name of Numisma Capital Ltd. Numisma Capital Ltd is regulated by the Cyprus Securities and Exchange Commission 
(CIF licence no. 122/10) Additional information from Elgin AMC is available upon request at info@elgingamc.com

They both go on to expose current worries.  Merrill lists the following:

	 1.	 The Fed tightening into a “profits recession”

	 2.	 Tightening standards in the capital markets

	 3.	 Seasonally weaker oil price in Q3

	 4.	 Political uncertainty in the US

	 5.	 Brexit referendum anxiety in the UK and Europe

	 6.	 Seasonally weak period for equities from May to October

And the FT goes on to say that there is so much worry and uncertainty that investors have pulled massive 
amounts from equity funds.

Then there are the multiple worries about China - growing non-performing debt, restructuring of state-owned 
enterprises, growth data, weakening capital account.

So why would anyone want to be long the markets?

Happily, there are good arguments against all of the above being the cause of an imminent large drop in the 
markets. Even more so, investor sentiment should always factor into any prediction.  With such abundant pes-
simism, it is a rare market that drops precipitously, and as it did in May, it confounded most forecasts. But then 
again, that is what markets do - they frustrate the maximum number of participants…
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