


Agenda: Credit crunch!

● Background

● This time is different

● Three paths

● What to watch

● Where to hide

● Investment implications



This time is different: two phase shock

● Something has broken

● US regionals in $1tr deposit run, no end in sight

● CRE under pressure

● Need to deleverage, lending will fall

● KRE is 40% of credit, 50% SME, 80% CRE in US. Stronger delta

● Usually, insolvencies come first. This time, banking crisis is creating 
credit crunch, then insolvencies and more tightening as recession 
takes hold





What to Watch for



Worse in Europe than US?







Where to hide

● Asset Allocation: DXY, EUR or gold? Bonds and cash. Commods at 
risk despite China. AUD property bottom? 

● Country allocation: China-led EM but…trade shock…

● Factor allocation: quality, defensives, avoid growth and value

● Sector allocation: Avoid A-REITS, non-banks, discretionary, 
superfunds, materials. Long staples, healthcare, utilities  



Is a credit crunch inevitable?
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