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The outlook for central bank policy has continued to significantly influence market sentiment, and we expect a
number of recent macroeconomic and market trends to persist in 2017, affecting our investment decisions.
Ultimately, inflationary forces are likely to lead to less accommodative central-bank policy, led by the Federal
Reserve. Additionally, the efficacy of actions from European and Japanese central banks is increasingly being
called into question.
From a portfolio strategy perspective, we have been considering a further move into some of the more cyclical
areas of the market, as we think the risk to growth remains to the upside. Our primary portfolio sector exposures
currently are consumer discretionary, financials, industrials, and information technology.
Within the consumer discretionary sector, we are finding compelling opportunities in the media, specialty retail,
and leisure industries.
Within financials, we have continued to focus more on capital markets-related companies and have become more
constructive on the outlook for higher-quality developed market banks due to a potentially more favorable
interest rate environment.
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We have maintained exposure to investments in the insurance industry, including rate-sensitive life companies
and select emerging market insurers that are benefitting from favorable secular trends and growth, given underpenetration.
Our industrials sector exposure primarily comprises leading capital goods companies in Europe and Japan.
Although demand recovery has been choppy overall for the sector, leading indicators are suggesting stabilization
in 2017.
Within information technology, we are interested in companies with differentiated product offerings in the
structurally attractive internet software and payments areas.
As global investors, the macroeconomic environment is also affecting our investment decisions. Europe remains
our largest regional allocation, but we have become incrementally more positive on select countries within
emerging markets and Japan, where valuations are generally more compelling and the earnings outlook is
stabilizing.
Within emerging markets, we are focusing on consumption rather than investment-led growth; our exposure is
underpinned by secular trends such as e-commerce and mobile advertising market expansion, financial-services
penetration, and the migration from paper to plastic payments.
We are finding opportunities in some of the more obvious countries such as India and China, in addition to Brazil,
where the economic outlook has recently stabilized under the new Temer administration.
Within Japan, we have added selectively to high-quality leaders in the machinery and construction industries,
which we expect to benefit from improving demand and positive earnings revisions in the coming months.
We note that the unwinding of central bank stimulus measures will likely continue to be a key risk factor in 2017.
From a valuation perspective, the market has assigned a significant premium to those companies that have been
able to deliver top- and bottom-line growth during what has been a difficult backdrop.
We—and others—have noted that the valuations of these dependable performers have been extended relative to
the rest of the market for some time now.
This scarcity premium is likely to come under some pressure in an environment of broader growth. Additionally,
higher rates could compress the valuations of so-called long duration stocks, as well as make the higher yielding
“bond proxy” stocks less appealing.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
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