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FINANCIAL MARKETS
In medio stat virtus 

Is the worse over?
This new year began certainly better if compared to how 2018 closed. The "perfect storm" of simultaneous 
global slowdown, marked increase in interest rates, restrictive central banks, rising credit spreads, violent cut 
in earnings estimates, high valuations, euphoric sentiment among investors and American mercantilist 
rhetoric hit the markets like a hurricane. However, as already explained in previous publications, we believe 
that the situation has significantly improved: the worst is probably behind us and we can look to the future 
with increased optimism. BlueStar’s constructive positioning during the last three months has proved to be 
correct and has paid in terms of performance. It’s important to notice, however, that after only two months 
some indices, both fixed income and equities, have reached levels usually seen for a whole year!

What can happen now
It is legitimate, therefore, to ask what can happen now. BlueStar is absolutely convinced of the fact that, 
despite the obvious end-of-cycle scenario, the patient is not dead yet. This means that we do not foresee a 
global recession in the short term. In fact, it is reasonable to expect a new mini-recovery in the second half of 
2019. Furthermore, the trade dispute between the US and China is reaching a more positive outcome than the 
one markets expected few months ago. However, there are risks that counterbalance the positive elements just 
described. In addition, since last month, we have been unable to reconcile the timing of a further market rise 
with new catalysts justifying it.
 
The market could be without gasoline
In the short term, therefore, we continue to believe that the market may find itself "without gasoline" and thus 
be particularly sensitive to any possible negative news. This will not be enough to justify too violent a 
correction but certainly sufficient to create volatility in the markets. Consequently, we prefer to remain 
reasonably cautious and to position our portfolios in such a way that enables us to opportunistically take 
advantage of market falls (we have protections anyway), while still benefiting if markets continue to rise. Now 
more than ever, the old saying: “in medio stat virtus” is valid.
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