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GLOBAL ASSET ALLOCATION UPDATE 

 

We are making no changes to our risk budget this month. For the moderate risk investor, the 

allocation between risk assets and bonds stays at 50/50 versus the benchmark of 60/40. The yield 

curve has steepened a bit recently and has me somewhat concerned since a steepening is exactly 

what we would expect just prior to recession. We have also seen the curve steepen in anticipation 

of QE but that doesn’t seem to be the case now. The recent steepening is a result of long rates 

rising faster than short rates which is generally a situation one encounters as the market 

anticipates a Fed rate hike. If the steepening were happening with short rates falling that would 

be much more concerning.  

 

 

Credit spreads remain elevated from the best levels of the cycle but have stabilized here and are 

not worsening. Valuations remain historically high. For me these factors result in a slight risk 
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reduction versus the standard moderate risk portfolio. If the economy continues to deteriorate I 

would expect to see credit spreads resume widening and if that happens would be a trigger to 

further reduce our risk allocation 
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At the more detailed level I continue to overweight International versus Domestic, following a 

trend that started at the beginning of the year.  

 

 

 

For moderate and more conservative investors Asia/China is overweight as well as currency 

hedged Japan.  
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For more aggressive investors I also add an unhedged European exposure. 

 

 

 

I am also adding, reluctantly, emerging market exposure to the portfolios this month due to 

momentum. While growth prospects for EM outside of Asia have not improved much the 

pullback in the dollar has relieved some of the dollar debt concerns. In addition,the falling dollar 

has been a positive for commodity prices which has supported Latin American equities. There is 

no doubt EM performance has improved recently, equity and fixed income, but I’m not convinced 

yet that the rally is sustainable. However, momentum suggests a small exposure. 
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For moderately aggressive investors, I’ve overweighted emerging Europe to minimize the 

exposure to Latin America where I think the problems are deeper.  
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For aggressive investors an EM small cap exposure is added. 
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Joseph Y. Calhoun III 

CEO of Alhambra Investment Partners, LLC 

 

“Wealth preservation and accumulation through thoughtful 

investing.” 

 

For information on Alhambra Investment Partners’ money management services and 

global portfolio approach to capital preservation, Joe Calhoun can be reached at: 

 

786-249-3773 

Jyc3@alhambrapartners.com 
 

 

This writing is for informational purposes only and does not constitute an offer to sell, a solicitation to buy, or 

a recommendation regarding any securities transaction, or as an offer to provide advisory or other services by 

Alhambra Investment Partners, LLC in any jurisdiction in which such offer, solicitation, purchase or sale would 

be unlawful under the securities laws of such jurisdiction. The information contained in this writing should not 

be construed as financial or investment advice on any subject matter. Alhambra Investment Partners, LLC 

expressly disclaims all liability in respect to actions taken based on any or all of the information on this writing. 

 


