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The US economy reaches late-cycle territory
Among the first to experience recovery post-Global Financial Crisis, the US leads most major economies

Most major economies are experiencing mid-to-late cycle characteristics

For illustrative purposes only. The information provided is not intended to be comprehensive or to provide advice. 
Gross domestic product (GDP) data are in USD and are latest available to 30 September 2018. Country positions within the business cycle are forward-looking estimates by Capital Group economists. Sources: Capital Group, FactSet
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Volatility came roaring back in 2018: Expect it to stick around
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Past results are not a guarantee of future results. For illustrative purposes only. Investors cannot invest directly in an index.
Data as at 31 December 2018. Source: RIMES

S&P 500 declines by intensity
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The US economy continues to demonstrate resilience
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Past results are not a guarantee of future results.
Data as at 31 January 2019. Sources: Institute for Supply Management (ISM), Standard & Poor’s

ISM indices: Average production, orders and price (left) S&P 500 12-month forward earnings, % change year-on-year (right)

Leading indicators still suggest continued growth in 2019 despite having fallen in recent months
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US equity market valuations are high but they may be justified

S&P 500 P/E ratio vs. 10-year US Treasury yield

Past results are not a guarantee of future results. For illustrative purposes only. Investors cannot invest directly in an index.
Dots represent monthly data from 31 January 1950 to 31 January 2019. P/E: price to earnings. 
Sources: Capital Group, FactSet, US Federal Reserve, Standard & Poor’s
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China is the story to watch in 2019
A slowing economy and escalating US-China trade negotiations are key risks

1. Data as at 1 December 2018. PMI: purchasing managers’ index. Sources: Capital Group, Thomson Reuters Datastream
2. As published in Financial Times, 24 January 2019. Sources: Standard Chartered, US Census Bureau, Financial Times
3. Percentage change in market share was calculated by comparing the market share during Aug – Oct 2018 against the average market share during Aug – Oct 2015-17.
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Signs of a slowing economy led by manufacturing1 Chinese manufacturers appear to be struggling to dodge US-imposed 
duties2

Electrical machinery & equipment1 5%

3 largest tariffed categories of products3

Nuclear reactors, boilers and appliances2 3%

Optical and photographic equipment, 
medical instruments et al3 2%

Change in China’s market share of 
US-bound tariffed exports (818 
products)3: 

3.5%
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Europe’s economic recovery has slowed
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Euro area manufacturing and services PMI surveys1 Europe’s fiscal squeeze2

For illustrative purposes only. 
1. Data as at 31 December 2018. PMI: purchasing managers’ index. Source: Thomson Reuters Datastream

2. General government cyclically adjusted primary budget balance. Actual figures from 1995 to 2017; 2018 is an estimate. GDP: gross domestic product. E: estimate. Sources: IMF, European Commission 

Europe has room to loosen fiscal policy 

with potential for a GDP boost

30

35

40

45

50

55

60

65

1998 2002 2006 2010 2014 2018

PMI

Manufacturing Services

2018(E)



Capital Group

ProSiebenSat 1 Media
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Europe: attractive valuations relative to US peers across many sectors 
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Past results are not a guarantee of future results. This information has been provided solely for informational purposes and is not an offer, or solicitation of an offer, or a recommendation to buy or 
sell any security or instrument listed herein.
Data as at 30 September 2018. The sectors mentioned in the chart above from left to right are as follows: communication services, energy, financials and health care. Source: FactSet

The valuation gap: 12-month forward price-to-earnings ratios show European companies trading at a discount to US counterparts

Comcast
Chevron

JPMorgan Chase

Abbott Laboratories

Novartis

Barclays

Royal Dutch Shell
ProSiebenSat.1 Media
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Changing nature of globalisation is evolving global investing
Observations that are driving our investment decisions

Robotics and automation are
reshaping global supply chains

Production lines closer
to end markets

Multinationals are increasingly decentralised and 
becoming multi-local businesses

Rise of emerging markets middle class 
increasingly influencing companies

Emerging markets are
a major force in global trade

Source: Capital Group

Increasing flow of
data and information

Increasingly borderless world
impacting traditional business models

Dominance of global companies 
in the knowledge economy

Innovative and idea-driven companies 
will continue to emerge as winners

Rise of powerful digital platforms enables companies
to reach global consumers more quickly

Shift towards digital
infrastructure

Investment insightsObservations

Automation reduces
importance of labour costs

8



Eyeing companies with long growth runways

Secular growth stories are taking off across industries around the world

Cloud infrastructure-as-service 
annual growth rate: 15.2%

CLOUD COMPUTING
When it comes to potential 

growth of cloud computing 

demand, the sky’s the limit

Total estimate cloud services spending

2017     $153B

2018                            $302.5B

IT budgets shifting to cloud by 2022: 28%

BIOPHARMACEUTICALS
The future of the war on cancer?

Prognosis excellent

Expected annual growth rate: 10%-15%

Total biologics revenue

2018          $150B

2023                               $250B

Immunotherapies in Phase I-II trials: 300+

Average years of development time 
before FDA approval: 14

First-time passengers in Asia last 
year:

100M

Air passenger traffic

2018            4B

By 2036                             7.8B

Aerospace order backlog: >13,000

Years to fulfill backlog: 8+

GLOBAL AIR TRAVEL
Soaring demand for air travel in 

Asia could keep aircraft makers 

busy for years

For illustrative purposes only. The information provided is not intended to be comprehensive or to provide advice.
Sources: Gartner (growth of cloud computing market, IT budget data); Wikibon’s 2018 True Private Cloud Forecast and Market Shares (infrastructure-as-a-service growth rate); IMS (biologics growth rate and revenue forecast); 

phrma.org (average development  time for approval by the US Food and Drug Administration (FDA)); International Air Transport Association (air passenger traffic); Capital Group, Boeing, Airbus. Values in USD.

9Capital Group
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Consumer spending will likely continue to drive global growth over the long-term 

For illustrative purposes only. The information provided is not intended to be comprehensive or to provide advice. This information has been provided solely for informational purposes and
is not an offer, or solicitation of an offer, or a recommendation to buy or sell any security or instrument listed herein.
1. Source: International Air Transport Association
2. Pokémon GO, to date the fastest mobile game to reach US$500 million in sales. Source: App Annie, September 2018
3. Source: Zion Market Research, 30 November 2018
4. Premium segment is defined as goods that cost 20% more than the average price for the category. CAGR: compound annual growth rate. Source: Nielsen, Global Premiumization Report, 2016

Digital entertainment

Netflix, Nintendo, Activision

Multinationals 
well-positioned to benefit

Ctrip, Airbus, Boeing Amazon, Mastercard, Visa Kosé, Nestlé, Nike

Multinationals 
well-positioned to benefit

Multinationals 
well-positioned to benefit

Multinationals 
well-positioned to benefit

2016

3.8 bn

2035

7.2 bn

60%
compound 
annual growth 
rate 

Global beauty and personal 
care4

(2016 – 2021 forecast)

Pursuing high conviction long-term winners defensively

Premium

Global mobile payment 
technology market3

(2018 – 2024 forecast)

US$500m 
in 63 Days
Fastest ever for 
mobile games2

Projected annual air travellers

Travel E-commerce Everyday items

Mass

3.6%

2.4%

CAGR

CAGR
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Putting it all in perspective
What it means for global equity investors

Geopolitics and global trade tensions likely to drive continued volatility

Certain companies and sectors exhibit long runways for 
growth

Focusing on fundamentals can help identify long-term 
winners

In this environment, active management becomes key

Capital Group

The information provided is not intended to be comprehensive or to provide advice.
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Introducing Capital Group New Perspective Fund (AU)
One of our most successful strategies, uncovering global trends for over 45 years

A bottom-up approach to capture 
strong multinationals

• Established multinationals to provide resilience

• Early-stage multinationals to provide growth

• Focuses on where a company derives its revenue

Seeks companies that take advantage 
of global trade patterns

• Companies that stand to gain from changing 
global trade patterns, and economic and political 
relationships

• May also be at the forefront of creating, driving 
and shaping the trends of the future

A time-tested strategy with a proven 
track record 

• Since launch, strategy has returned 
13.3% p.a.1 vs 9.8% p.a. for MSCI ACWI2

• It has outpaced the index 100% of the time in 
rolling three-year down markets, and 84% of 
the time in up markets1

Investment objective

The fund invests in global equities and seeks to achieve long-term growth of capital by investing in common stocks of companies located around the world. Future income 
is a secondary objective.

12

Past results are not a guarantee of future results.
Data as at 31 December 2018
1. Results prior to Capital Group New Perspective Fund (AU) (CGNPAU) launch on 20 November 2015 are derived from the American Funds New Perspective Fund (AF NPF) in A$ from 31 March 1973. CGNPAU and AF NPF are managed by the same 

team of managers and have the same investment strategy, restrictions and risk profile. The returns after fees, based on the total management cost of 1.05% p.a. that was applicable to CGNPAU up until 30 April 2017, 0.95% p.a. with effect from 1 
May 2017. The benchmark shown is the MSCI ACWI ex Australia (with net dividends reinvested) from 20 November 2015; previously MSCI ACWI (with net dividends reinvested) from 30 September 2011 and MSCI World Index (with net dividends 
reinvested) prior to that. Sources: Capital Group, MSCI

2. MSCI All Country World Index (ACWI). Source: MSCI
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Identifying global champions of today and tomorrow

13

Multinational companies possess key advantages that allow them to thrive in multiple environments

Nimble and can 
adapt to change

Diversified revenue 
stream

Innovative Experience and 
endurance
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A strategy that continues to stay relevant over the long term
Over 45 years of identifying companies that have driven and benefitted from changing global trade

For illustrative purposes only. This information has been provided solely for informational purposes and is not an offer, or solicitation of an offer, or a recommendation to buy or sell any security or 
instrument listed herein. 
Holdings were top 20 positions in the representative account for the New Perspective strategy during the relevant periods (inception: 31 March 1973). Not all of the companies referenced are currently held in Capital Group New Perspective 
Fund (AU), which was launched on 20 November 2015. Source: Capital Group

High exposure 
in strategy to

Oil 
and metals

Key New Perspective 
holdings

Marathon Oil

Standard Oil of California
Alcan Aluminium

Early 70s
Basic resources

dominate

High exposure 
in strategy to

Electronics
and computers

Key New Perspective 
holdings

IBM

National Semiconductor
Intel

70s and 80s
The rise of home 
computing and

personal electronics

High exposure 
in strategy to

Telecoms
and media

Key New Perspective 
holdings

Ericsson

Time Warner
News Corp

1990s
A new generation

of mobile 
communications

High exposure 
in strategy to

Pharmaceuticals
and biotechnology

Key New Perspective 
holdings

Pfizer

AstraZeneca 
Novartis

Early 2000s
Innovation

in healthcare

High exposure 
in strategy to

Consumer products 
and mining

Key New Perspective 
holdings

Nestlé

Vale
POSCO

2000s
The rise of emerging 
markets and rapid 

urbanisation of China

High exposure 
in strategy to

E-commerce and 
internet platforms

Key New Perspective 
holdings

Amazon.com

Naspers
ASML

2010s
The age of

digital disruption

14
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The value of a long-term perspective
The power of compounding excess returns

Capital Group New Perspective strategy: The value of A$10,000 invested at launch

15
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Rebased to A$10,000
New Perspective¹ 
$3,048,943

MSCI ACWI2

$728,761

more wealth in A$ terms
4.2x

Annualised growth since launch

13.3%
9.8%

New Perspective¹ MSCI ACWI²

higher than the 
market return

3.5%

Past results are not a guarantee of future results. 
Data as at 31 December 2018.
1. Results prior to CGNPAU’s launch on 20 November 2015 are derived from the American Funds New Perspective Fund in A$ from 31 March 1973. The returns are after fees, based on the total management cost of 1.05% p.a. that was 

applicable to CGNPAU up until 30 April 2017 and 0.95% with effect from 1 May 2017. American Funds are not registered for sale outside of the United States. Source: Capital Group
2. MSCI ACWI ex Australia (with net dividends reinvested) from 20 November 2015; previously MSCI ACWI (with net dividends reinvested) from 30 September 2011 and MSCI World Index (with net dividends reinvested) prior to that. Source: 

MSCI
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New Perspective has offered good protection when markets have underperformed

Capital Group New Perspective strategy has proven resilient

Rolling monthly three-year returns from inception 
to 31 December 2018

‘Up market’ ‘Down market’

<0%Market return1>0%

83Number of periods431

100%How often the New Perspective 
strategy outpaced the market284%

16

Past results are not a guarantee of future results. 
1. MSCI ACWI (net dividends reinvested) in US$ from 30 September 2011; previously MSCI World (with net dividends reinvested). Source: MSCI
2. Relative returns for the Capital Group New Perspective strategy, in US$ terms. Returns are net of fees, based on the total management cost of 1.05% p.a. that was applicable to CGNPAU up until 30 April 2017 and 0.95% with effect from 1 

May 2017. American Funds are not registered for sale outside of the United States. Results shown are compared with MSCI ACWI (net dividends reinvested) from 30 September 2011; previously MSCI World (with net dividends reinvested). 
Sources: Capital Group, MSCI
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Capital Group New Perspective Fund (AU): Top 10 holdings

Past results are not a guarantee of future results. This information has been provided solely for informational purposes and is not an offer, or a solicitation of an offer, or a recommendation to buy 
or sell any security or instrument listed herein. 
Data as at 31 December 2018. Source: Capital Group

Amazon.com
United States

• Leader in e-commerce and cloud infrastructure services
• Accounts for almost half of all US e-commerce sales
• Extensive distribution networks with dominant scale and competitive 

moat 
• Formidable growth and free cash flow generation

TSMC
Taiwan

• World-leading integrated circuit foundry with a global client base and 
near monopolistic position result in a widening competitive moat in a 
secular growth industry

• Strong balance sheet, attractive free cash flow generation and a 
growing dividend boosted by secular industry tailwinds for growth

Alphabet
(Google)
United States

• Known for its search engine Google, Alphabet is the diversified internet 
business and pioneer in AI and machine learning

• Strong earnings growth driven by dominance in web and mobile 
search plus on-demand video content (YouTube)

• Additional businesses offer potential upside, including its driverless 
car technology and the Google Cloud Platform

Microsoft
United States

• Microsoft is a critical partner to enterprises for productivity and 
infrastructure software

• Huge addressable market opportunity for Microsoft Azure, the 
company’s intelligent cloud computing business, in which it continues to 
make significant investments

• Continues to generate significant free cash flows

Facebook
United States

• Social media platform with more than 2.5 billion monthly active users 
across its leading digital apps: Facebook, Instagram, Messenger, 
WhatsApp

• Dominant position is shaping structural trend as more advertising 
spend shifts to internet and connected devices

• High-margin, low-capital-intensity business model
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Broadcom
United States

• Broadcom is a leading manufacturer of a broad range of digital and analogue 
semiconductor connectivity solutions

• Growing markets offer a significant opportunity for long-term growth; including 
data centres, wireless and mobile communications, enterprise storage and 
industrial applications

• Management team led by a visionary CEO with a prolific record in acquisitions and 
capital allocation

JPMorgan 
Chase
United States

• One of the largest and highest quality global financial institutions in the US
• Well-diversified business both in geography and in terms of the underlying 

portfolio of businesses
• Well-managed bank with strong capital and expense discipline
• Attractive valuation and yield relative to the market

CME
United States

• The world’s leading derivatives marketplace
• Solid volume growth outside of its home US market. 
• Beneficiary of rising volatility and transactional volumes 
• Longer term, regulatory changes around counterparty risk are likely to be 

positive for centralised exchanges like CME

MasterCard
United States

• MasterCard provides payment solutions and transaction-processing services 
across its global network. The company has benefitted from increasing 
penetration of card, contactless and smartphone payments across the globe

• Has delivered consistently strong earnings growth supported by this secular 
shift to digital payments

• Strong management team and technology leadership

Tesla
United States

• A leading manufacturer of battery electric vehicles (BEVs) Electric vehicle 
penetration is low and expected to grow significantly over the coming years

• This shift is being driven by consumer demand, subsidies and regulation
• Tesla is at the forefront of this shift in demand as a vehicle manufacturer 

dedicated solely to BEVs

17
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Platforms, ratings and awards

Past results are not a guarantee of future results. 
© 2019 Morningstar. All rights reserved. Morningstar Analyst RatingTM as at 31 December 2018. Morningstar Equity World Large Blend category. Neither Morningstar, its affiliates, nor the content providers guarantee the data or content 
contained herein to be accurate, complete or timely nor will they have any liability for its use or distribution. Any general advice or ‘class service’ have been prepared by Morningstar Australasia Pty Ltd (ABN: 95 090 665 544, AFSL: 240892) and/or 
Morningstar Research Ltd, subsidiaries of Morningstar, Inc, without reference to your objectives, financial situation or needs. Refer to our Financial Services Guide (FSG) for more information at www.morningstar.com.au/s/fsg.pdf. You should 
consider the advice in light of these matters and if applicable, the relevant Product Disclosure Statement before making any decision to invest. Our publications, ratings and products should be viewed as an additional investment resource, not as 
your sole source of information. Past performance does not necessarily indicate a financial product’s future performance. To obtain advice tailored to your situation, contact a professional financial adviser. Some material is copyright and published 
under licence from ASX Operations Pty Ltd ACN 004 523 782 ("ASXO"). For more detailed information about Morningstar’s Analyst Rating™, including its methodology, please go to: 
www.morningstar.com/content/dam/marketing/shared/research/methodology/778136_Morningstar_Analyst_Rating_for_Funds_Methodology.pdf. For disclosure and detailed information about this fund, please refer to the full Morningstar 
Global Fund Report, which is available on request from Capital Group.
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RatingsPlatforms
• BT Wrap and Panorama, Investment and Super

• CFS FirstWrap, Investment and Super

• Macquarie Wrap, Investment and Super

• MLC Wrap, Investment and Super

• IOOF Pursuit and IOOF Badges, Investment and 
Super

• Netwealth, Investment and Super

• HUB24, Investment and Super

• Mason Stevens

Zenith

Lonsec
“Recommended”

SQM Research
4½ stars out of five: "Outstanding"

“Recommended”

Morningstar Analyst RatingTM

Award
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Ratings disclaimer

The Lonsec Rating (assigned as follows: CIM0006AU — April 2018; CIM0008AU — April 2018) presented in this document is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445. The Rating is limited 
to “General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial products. Past performance information is for illustrative purposes only and 
is not indicative of future performance. It is not a recommendation to purchase, sell or hold Capital Group’s product(s), and you should seek independent financial advice before investing in this product(s). The Rating is 
subject to change without notice and Lonsec assumes no obligation to update the relevant document(s) following publication. Lonsec receives a fee from the Fund Manager for researching the product(s) using 
comprehensive and objective criteria. For further information regarding Lonsec’s Ratings methodology, please refer to our website at: http://www.lonsecresearch.com.au/research-solutions/our-ratings

The Zenith Investment Partners (“Zenith”) Australian Financial Services License No. 226872 rating (assigned 28 November 2018) referred to in this document is limited to “General Advice” (s766B Corporations Act 2001) 
for Wholesale clients only. This advice has been prepared without taking into account the objectives, financial situation or needs of any individual and is subject to change at any time without prior notice. It is not a 
specific recommendation to purchase, sell or hold the relevant product(s). Investors should seek independent financial advice before making an investment decision and should consider the appropriateness of this advice 
in light of their own objectives, financial situation and needs. Investors should obtain a copy of, and consider the PDS or offer document before making any decision and refer to the full Zenith Product Assessment 
available on the Zenith website. Past performance is not an indication of future performance. Zenith usually charges the product issuer, fund manager or related party to conduct Product Assessments. Full details 
regarding Zenith’s methodology, ratings definitions and regulatory compliance are available on Product Assessments and at http://www.zenithpartners.com.au/RegulatoryGuidelines

The rating contained in this document is issued by SQM Research Pty Ltd ABN 93 122 592 036. SQM Research is an investment research firm that undertakes research on investment products exclusively for its wholesale 
clients, utilising a proprietary review and star rating system. The SQM Research star rating system is of a general nature and does not take into account the particular circumstances or needs of any specific person. The 
rating may be subject to change at any time. Only licensed financial advisers may use the SQM Research star rating system in determining whether an investment is appropriate to a person’s particular circumstances or 
needs. You should read the product disclosure statement and consult a licensed financial adviser before making an investment decision in relation to this investment product. SQM Research receives a fee from the Fund 
Manager for the research and rating of the managed investment scheme.

19
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Disclaimer

FOR PROFESSIONAL INVESTORS AND INFORMATION PURPOSES ONLY
This communication contains sensitive and confidential information. It is strictly for the confidential use of the recipient, solely for the purpose for which it is provided, may
not be disclosed or circulated, and should not be relied upon by third parties. Any use for any other purpose, and disclosure, dissemination, copying, reproduction or
distribution of the information is prohibited.
Past results are not a guarantee of future results. This communication does not constitute or form part of an offer, invitation or recommendation to purchase or subscribe
for any securities under the relevant regulations of any country and no part of it shall form the basis of or be relied upon in connection with any contract, commitment or
investment decision in relation thereto. It is neither an offer nor a solicitation to provide any investment service. It has not been reviewed by any regulator. While Capital
Group uses reasonable efforts to obtain information from third-party sources which it believes to be reliable, Capital Group makes no representation or warranty as to the
accuracy, reliability or completeness of the information.

This communication is not intended to be comprehensive or to provide investment, tax or other advice. It has been prepared for multiple distributions and may not be
appropriate in all circumstances. It is of a general nature and does not take into account your objectives, financial situation or needs. Before acting on the information you
should consider its appropriateness, having regard to your own investment objectives, financial situation and needs.

The value of shares and income from them can go down as well as up, and you may lose some or all of your initial investment. Risk factors that may influence the value of an
investment in this Fund may include, but are not limited to, (i) increased risks of emerging markets, (ii) risk of decline in the price of equities and bonds in response to certain
events directly affecting the companies whose securities are owned by the Fund as well as general economic conditions; overall market changes; political, social or economic
instability; and currency fluctuations, (iii) interest rate risk as the market value of bonds generally vary inversely with the level of interest rates, (iv) credit risk as the
creditworthiness of the Fund's investment can impact the investment's ability to meet its obligations, and (v) derivatives risks.
This communication has been prepared by Capital International, Inc., a member of Capital Group, a company incorporated in California, United States of America. The
liability of members is limited.

In Australia, this communication and Capital Group New Perspective Fund (AU) (ARSN: 608 698 746) are issued by Capital Group Investment Management Limited (ACN 164
174 501 AFSL No. 443 118), a member of Capital Group, located at Level 18, 56 Pitt Street, Sydney NSW 2000 Australia. The said fund is offered only by Product Disclosure
Statement (PDS), please read the PDS which is available upon request or at www.capitalgroup.com.au in its entirety before making an investment decision.

All Capital Group trademarks are owned by The Capital Group Companies, Inc. or an affiliated company in the U.S., Australia and other countries. All other company and
product names mentioned are the trademarks or registered trademarks of their respective companies.
© 2019 Capital Group. All rights reserved.
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