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As thc Lll( cconoInic cycle turns
fronr dcllation to inllatiorr, yielcl-
h u ngry investors facL'some
challcnging clccisions 1o gerer.rte
above-avera ge incorrtc whilc
protecting, let alone growirg, thcir
c.r pi t.r l.

fheir ljrst big lrLrrdle is global
intcrest raTes, lc(l by thc Us, arc
on thr.' risc again after.r dec.rcle
of (leclines. With the U1( likcly
t0 bc- thr next rrrajor efollonry 1o

increase r.rtcs, .rll firccl inconre
\c, r. I it ,\, I ||d ,, 'r. rrtcr irrt.titir'c.rs
it might sound in a rising inflation
(]1r V iro []lrcn t, indcx Iiu ked gilts,
arL- llow.rt risk ol incLlrring
signilicant c.tpital loss.

In colltrast, Lrlrre chip eqrrirics,
$'ilh stable and gro\\'ilrg,
tlividends, of1er a better 5olutio n

for inconrc investors. \'el nan-v
LII( inconlc {rLncls .rppear
inclistinguishable frotr- each other
becartse the-v lrave cro\\'ded into
sirrilar cquities ancl sectors en
rnasse.

Such portlolios seett to bc
dor n inatetl b)' a rclativc'ly slta11
group of familiar and oftcn
consLlnrer facing conparries that
have alreacly hacl a qrcat run but
arc rrrlikclr'1o scl rhc p.icr lor
tnrther o rrtper lor rr a n ce.

Erposure to cyclical sectors,
in parTicLrlar mining compan ies,
rcnrains rclativcly lolv cvcn as a
multi-yca r bull narke t gathers
nlonrentun in base and precious
nrctals such as copper, ircl orc
allcl silver'. Tlrc r:xccplion is likel)
to bc encrgy as US shale ploducers
increase output and procluc1iVitl'.

BullPoints
Rising inflatiol and higher interest ratc
expecLttions reduce attractions of fixcd
incone sccuritics

Dirirli ncl'p,.ryinqnrlirrlr suih
as mincrs and houscbtilders will
oul pcrfonn dcfcnsive and consurner
slocks

Bear Points
SIoler than expected econonlic
sro\,vth and lowinflation could dantpen
inre'tur appetite I'rr rq u itis
A strol)g rally by sterlirg could t.rke
the shine ofl UK c0mpanies rvith high
overseas earnings

Ijaccd with nc\\'lrends, in corrc
lnvestors need to atlopt more
differ entj,rted str ate!lics to
ontperlornr.

Orr r long c,vclL'analysis srrggesrs
thc bcst rcl rr rrr s irill come lr onr
ovcr!r'c j ghti nil cycl ical sectols,
incluclillg a high cxposur e t0
global miners, rvho st,1nd to
benelit lrorr r isilr g cornulodity
priccs, lorvcr cncrg-v costs (a big
component ol their 0pcr ir ling
expenses), and the positivc impact
,,' r ,lr.t 1 r.lt ol,r i..rtior ,l r i r!l
Ihe 2{11I 20I ti tlo\\'ntutr. As a

result, nr i|r in g sL'ctor-cash{lo$rs arc
expecteLl to soar arrd coulcl Iucl
bu mpcr s lr,r r elrolrlcr rcLLltns.
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