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e-globalization trends are rife. As governments retrench to focus
more domestically and political change continues unabated,
Sinead Colton, head of investment strategy at Mellon Capital,
discusses key milestones for the year ahead and what they might
mean for global markets and investor expectations.
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U.S. ELECTION FALLOUT

GROWING ANGER

In the U.S., the manifestation of de-
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to the presidential election. During the

important to recognize what is driving
this de-globalization. “In many parts of
the developed world, we can see anger
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In conjunction with this perceived

campaign trail, both candidates were
outspoken against the Trans-Pacific
Partnership (TPP), a trade agreement
seven years in the making.

participation in the somewhat lackluster

Colton says that for many people in the
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Agreement (NAFTA) is associated with

An extension of this negotiation period
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overseas, even though many economists
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President Trump pulls out of the TPP,
the U.S. will lose its voice in the Asian
region from a trade perspective. The next
most likely step is the progression of a
trade pact led by China — the Regional
Comprehensive Economic Partnership
(RCEP). This would open up trade
between the Association of Southeast
Asian Nations (ASEAN) states and the
six states with which they have existing
free trade agreements (Australia, New
Zealand, India, Japan, South Korea and
China).”

down more firmly on the side of limiting
the free movement of people and
potentially willing to give up the benefits
of full EU access as a result, says Colton.
Developments will be watched keenly.

ELSEWHERE IN EUROPE
With French and German elections
next year, we will also see a great deal
of discussion around immigration.
“German Chancellor Angela Merkel does
not want to appear too soft because she

China and India are excluded from the TPP,

has been losing ground to the right-

so they have been negotiating the RCEP in

wing AfD (Alternative for Germany) party

tandem. If the TPP breaks down because

in some of the regional elections. In

of a U.S. withdrawal, China would be in

France, President François Hollande will

the driver’s seat, with the RCEP poised to
fill the gap, says Colton. After two terms
of President Obama attempting to steer
the U.S. into a dominant position to shape
global trade policy, it appears likely the
U.S. will become more protectionist during
the next presidential term.

ALL EYES ON THE UK
Following the UK’s 2016 Brexit vote,
Colton says the country will be the “one
to watch” in 2017. Prime Minister Theresa
May aims to trigger Article 50 by the end
of March 2017 if she can. While there is
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The government seems to be coming

also have to contend with nationalist
forces in the right-wing and euroskeptic
Front National.”
Leader of Front National Marine Le Pen
has gained some impetus following the
Brexit vote and terror attacks in France
during the summer of 2016 and she
has vowed to hold a referendum on EU
membership if elected. She is not alone,
as anti-establishment parties in the
Netherlands, Germany, Italy and Austria
have also called for referenda on EU
membership.
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for the French presidential election in
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2017, with a focus on citizenship and

diminishes as the two-year negotiation

anti-immigration rhetoric, so it will be

timetable counts down, Colton continues.

interesting to hear President Hollande’s

messaging and see where he falls on

through society more successfully than

the protectionist spectrum.”

the injection of liquidity through asset
purchases did.

CHINA’S GROWING INFLUENCE

“In the U.S., the consumer has been the

“Broadly speaking, protectionism does not

strongest driver of the economy. For a

seem to be on the rise in Asia. Undeniably,

more sustainable recovery, we need to

China wants to play a more dominant

see economic strength become more

role on the world stage and some of the

broadly based. An increase in investment

dynamics being set in motion elsewhere

from companies, rather than the large
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amounts of share buybacks prevalent in

believes.

recent years, is also necessary. This has

An increase in tariffs that are not

been largely missing from the recovery

conducive to broader global investment

over the past four to five years.”

in other regions could enhance China’s

However, investment by companies

influence within Asia. She says Japan is

is unlikely where there is domestic

somewhat unique in that it has embraced

uncertainty, so it’s reasonable to expect

globalization selectively. “To the same

companies in the UK will look to delay

extent we see China’s influence increasing

capital expenditures until they have

both within Asia and globally, it is also

greater clarity around Brexit.

reasonable to expect Japan’s influence
will wane.”

DE-GLOBALIZATION TO STAY?

economies but over the long term, I
growth.

you could see the popularity of antiestablishment parties abate.
“Average wages in the U.S. have not
increased significantly during the
economic recovery yet but perhaps an
increase in the minimum wage could have
a positive impact there,” she comments.

 A
 nti-establishment rhetoric in
French and German elections.

provide short-term gains for individual
would expect it to be a drag on global

distributed more broadly across society,

 UK triggering Article 50.

way to stimulate global growth. It may

drivers of discontent to diminish? Colton
economic growth, where the benefits are

 The newly elected U.S. president
pulling out of the TPP.

“We do not believe protectionism is a

How realistic is it to expect the underlying
says that if we start to see stronger global

What to Watch in 2017

“The IMF estimates world output could
be reduced by as much as 2% over the
long run if import prices rise by 10% due
to the introduction of new tariffs (World
Economic Outlook, October 2016).
“Globally accessible markets are very
important to most businesses because
they mean companies are less reliant on
consumers or markets in their domestic
area and have much broader prospects.

The austerity message has already been

With greater restrictions and, therefore,

downplayed across many economies and

fewer opportunities, logic dictates that

could result in increased government

companies in aggregate would be less

spending. Colton believes this should

profitable, which would likely result

help boost growth, with the caveat that it

in lower investment and lower growth

remains to be seen if that can filter its way

overall,” concludes Colton.
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IMPORTANT INFORMATION
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for any particular investment. No part of this material may be reproduced in any form, or referred to in any other publication, without express written
permission. In Canada, securities are offered through BNY Mellon Asset Management Canada Ltd., registered as a Portfolio Manager and Exempt
Market Dealer in all provinces and territories of Canada, and as an Investment Fund Manager and Commodity Trading Manager in Ontario. The Dreyfus
Corporation, Mellon Capital, and MBSC Securities Corporation are subsidiaries of BNY Mellon.
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