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THE NEW ECONOMIC CYCLE 

Looking forward – The New Economic Cycle 

For the first time in over a decade, a new economic cycle may be underway – a ‘reflation’ cycle 
characterised by faster economic growth, higher inflation and ongoing monetary and fiscal stimulus. 
Economics and investing are, of course, inextricably linked and this unique backdrop implies a shift in
financial markets, as the trends that defined the post-GFC period make way for new themes. 

Looking ahead, astute investors should anticipate quality assets that have been underappreciated for
some time again becoming sought after. Specifically, the following themes are expected to become 
features of the investment landscape. 

• In a durable economic upturn, improved profitability is likely to provide Value stocks with the 
‘scarcity’ factor previously enjoyed by Growth stocks. At the same time, rising bond yields will leave 
the questionable valuations of Growth stocks vulnerable. 

• The greater breadth of economic activity, across and within economies, will allow smaller 
businesses to benefit – particularly those leveraged to the forecast strength in consumer and capital 
expenditure (illustrated below). 

• Stronger economic and market performances are anticipated beyond the US – notably in Europe 
where there remains ample scope for an extended growth phase. Indeed, official projections are 
for European growth to outpace that in the US over the next 5 years.1
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