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The old adage that central bankers should be the people at a party that turn on the lights and take away the punchbowl is
unfortunately still relevant. In recent years, one may argue the markets have had more than their fill at the bowl, and are now
punch-drunk on accommodative monetary policy. This leads us to ask, just how reliant are the markets on continued help and
assistance? Has the role of central banks changed in the face of market volatility? Or should they turn on the lights and take away
the punchbowl?

Due to increased volatility, markets are again looking for central banks to provide additional policy support. The ECB has issued
strong hints that they may boost their monetary stimulus in coming months, whilst Bank of England Governor Mark Carney is also
managing market expectations down for any rate hike during 2016. The FOMC are now re-recognizing that there is an increasing
market volatility and global financial stress, which we feel reduces the probability of several hikes this year down to one or two.

Further evidence of central bank support which realized last week is the Bank of Japan adopted negative interest rates for the first
time, with the remit of providing the best possible environment for an improvement in Japanese inflation, growth, and overall
confidence.

If China lands hard, this will place more pressure on monetary policy accommodation. However, the PBOC has not sat on its hands,
and has spent billions supporting the economy. We can see them continuing to do so until the picture improves and exports
recover. We believe the value of the renminbi will fall lower in the short term, due to weaker growth expectations and excessive
debt overhang. Capital flight is a major concern for China, as is the mixed communication policy of the PBOC, which has fueled
stock market volatility both domestically and globally.

Throughout 2015, the reasons for dollar strength looked straightforward. The US economy was strengthening, and the Fed was
gearing up to hike rates. But we see that dollar strength has been further supported by poor economic performance of emerging
markets and overdependent currencies, continued easing signals and quantitative easing from the ECB and the Bank of Japan, as
well as investors seeking safe havens in US-denominated assets, all in the face of increased investment market volatility.

Firstly, we see lower-for-longer growth, with accommodative monetary policy, from the large, developed central banks. Secondly,
risk assets are somewhat supported, but remember the effects of a weaker currency caused by quantitative easing in Europe and
Japan. And thirdly, investors need to be cognizant of the currency risks within their portfolio. Finally, as the year unfolds, what is
certain is that central bank support for markets continues now more than ever, ensuring the punchbowl is accessible and
replenished throughout 2016.
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