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Global Geopolitics

Wars matter to the people suffering them. Economic stability is of no consequence when your house has been bombed. 
However, wars cause widespread economic instability which erodes the capital needed to rebuild, after the guns fall 
silent.

Taken from the Western perspective there are two major wars that are driving economic instability across both the West 
and the Middle East. Russia’s war on Ukraine has damaged, amongst many other things, the food and hydrocarbons 
markets causing inflation to increase around the globe. The conflict in Gaza is causing transportation problems in the 
Red Sea, one of the world’s busiest shipping routes. This again is causing upward pressure on prices as goods take 
longer to ship from producers to consumers.

Even as China threatens Taiwan its own economy is showing signs of overheating, especially in the domestic property 
market. Its largest property developers are collapsing, and with them the hopes of millions of Chinese who thought they 
were going to live in a new home. This matters because China is the workshop to the world. Therefore, instability in the 
world's second largest economy is a serious problem for us all as it may reduce China’s ability to produce goods.

As global society becomes more divided between authoritarian and democratic nations, we expect the instability of 
asset prices to become more pronounced across all market sectors. Finally, we have the aftermath of the Covid-19 
pandemic to contend with, the damage to the world economy was considerable and is still being repaired.



Politics

2024 is the year of elections with circa 64 countries and the European Union heading to the polls. We should see 50% of 
the entire global population in a polling booth this year. The effects of their voting decisions will be felt for years to 
come.  As Russia will no doubt re-elect Putin, and thereby continue the war in Ukraine, the two big elections from our 
perspective are to be held in the UK and the USA.

If the UK polling data is to be believed the Conservatives will be obliterated and Labour will enjoy a landslide victory. 
Therefore, it is reasonable to assume that after the election there will be considerable changes to the UK economy as 
the new government grapples with the problems created in the past and tries to bring prosperity to more sections of 
society. As we pass through this transitional stage, we expect asset prices to become exceptionally fluid as investors try 
to navigate the changes being made. Layer on top of that the expected move to the right in the European elections and 
we might see the UK and the EU pulling in different directions.

In terms of Western political instability, nothing beats the forthcoming US elections. Donald Trump might actually win 
and with that will come American isolation along with a pseudo authoritarian government running the world's biggest 
economy. As the USA retracts its international influence, and may even try to leave NATO, oppressive regimes may take 
that as a green light to extend their influence causing economic havoc in their wake.

The World Bank has a dim view of the economic prospects for 2024 by predicting the slowest half-decade of GDP 
growth in 30 years. We think that prediction might turn out to be on the positive side. 



Business

Artificial intelligence is sweeping the world, no one knows where we are going with this technology, but we can be sure 
that the effects on jobs and therefore on economic growth will be cataclysmic. It is what comes out of the other side that 
is a mystery. Will we enjoy the benefits of higher productivity, and of a more equal society? We believe that AI will feel like 
the invention of fire, it will change our world completely and for the better. For example, a once obscure gaming chip 
company called Nvidia is now worth over US$2 trillion, early investors are singing in the streets.

If you live in New Zealand or Singapore, in Denmark or in South Korea, 2024 should be a great year for business. If you live 
anywhere else, it might not be so good or even horrible (looking at some of the central African economies). In many 
developed economies it is going to be a challenge to make even localised investment decisions, never mind international 
ones.

The price of gold remained fairly stable throughout 2023 but as of the beginning of March, the price has gathered upward 
momentum reaching US$2,161 per ounce. Some pundits are predicting that gold will climb above US$2,700 sometime in 
2025. This indicates a flight to safety as investors take a negative view on growth. Also, in the USA it is thought that over 
40% of office space that is subject to a commercial mortgage (about US$500 billion), is worth less than the loan secured 
on it. This could mean disaster for the hundreds of banks that have made these loans if this problem persists.

Another indicator of global economic performance is the price of Brent crude. By mid March 2024 the price has dropped 
to below US$84 per barrel from a high of just short of US$100 per barrel in September. Bearing in mind the restrictions on 
Russian oil which caused traders to consume far too much caffeine, we would have expected Brent Crude prices to 
remain above US$100. Unless petrochemical products made from Russian crude are still entering the market in huge 
volumes, or the world economy is slowing down. 



In Conclusion

The next five years are going to a tough on investors. Asset values could go anywhere, gyrating between highs and lows, 
and increasing spreads as traders find it harder to mark-to-market as they attempt to protect against loss. You would 
have thought that in a volatile market traditional hedge funds would thrive. However, the opposite seems to be the case. 
In December 2023 alone investors recalled US$ 26 billion from hedge funds which was a record amount for that year. 
This indicates to us that the era of stock picking gurus is over. 

In these days of abundant information, asset prices move very quickly. Driven by instant computer analysis, social 
media and rolling news channels, this morning’s buy is often this afternoon’s sell.

If hedge funds are going to deliver alpha to investors, they need to adopt new technologies such as using AI, along with 
quantitative and high frequency trading. Predicting asset prices needs to be based on global analysis, efficiently using 
the massive data sets such analysis requires. Also hedge fund strategies need to be based on profiting from market 
volatility, which we are going to see a lot more of in the coming five years.

Finally, we believe that humans need to “stay in the loop”. Automated trading pits algorithms against algorithms, hence 
the fund with the most powerful algorithm wins. However, they can race to the bottom as quickly as they can race to the 
top due to erroneous data or a bug in the system. Getting the mix right between human experience, computing power 
and access to accurate data sets are what matters to hedge funds when making investment decisions in today’s rapidly 
evolving and volatile markets.
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