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Asset markets broadly stable despite global banking risks – equities & gold lead returns

Global asset class returns stable in face of banking crisis No significant dollar safe haven flows – oil recovers

Past performance is not a guide to future returns and may not be repeated

2023 global asset performance
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Quantitative tightening, global rate rises and tighter loan conditions

Central bank balance are sheets contracting again Loan conditions tighten while rates climb fastest in 40 years

Why have equities risen when liquidity conditions are tightening?
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Banking shock has lowered expectation of terminal rates in the US – Euro/UK still climbing

Three financial shocks in six months Terminal interest rate expectations fall on bank shock

1. Recent financial shocks have lowered peak rates

Global outlook and market strategy - April 2023 4

Current Central Bank 
Rates: Euro 3%, UK 4.25%, US 5%



Consumption led recovery typical of other COVID re-openings

China GDP accelerates to 4.5% year on year in Q1 A ‘typical’ post-COVID consumption-led recovery

Note: Chinese New Year adjustment to January and February data. 

2. China GDP accelerates  - consumption recovery taking hold
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Highest allocation to bonds vs. equities since GFC Asset allocation positioning still very conservative

Source: Bank of America Fund Manager Survey – April 2023

3. Global managers are already bearishly positioned
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Tighter liquidity conditions have interrupted the political cycle of US equity markets

Four year presidential electoral cycle compared to historic trend since 1921

4. US pre-election years typically supportive of equities
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Past performance is not a guide to future returns and may not be repeated.



Focus: Greater earnings visibility argues for rising dividends/buy-backs

Supply chain pressures fall to pre-COVID levels Greater earnings visibility = stronger dividends/buybacks

Past performance is not a guide to future returns and may not be repeated.

5. Corporate supply chains have largely normalised
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Cautiously adding to risk through corporate bonds & emerging market equities

Global strategy update – April 2023

Source: Sarasin & Partners, April 2023

Policy summary
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Bonds
Overweight
• Neutral Govt – global inflation pressures remain elevated but rates are close to peaking
• OW Inv. Grade Credit – yields attractive – corporate balance sheets healthy

Equities

Underweight/Neutral with insurance
• Risks to equity market from slowdown/recession in the US & geopolitics globally are increasing
• Emerging markets offer opportunities in 2023 as China recovery continues  reopens and US dollar weakens
• Equity insurance attractive as alternative to equity reduction

Alternatives
Overweight
• Underweight Correlated – higher discount rates and worries over liquidity argues for caution 
• Overweight Uncorrelated Gold, carbon, metals for climate capex attractive – rising rates will be challenging

Cash 
(tactical)

• Overweight Sterling to reflect improvements in GDP and hedge global exposure

Risks
1. Inflation shock not abating: US core inflation continues to accelerate in 2023 meaning higher rates for longer
2. Earnings risk not priced into equity valuations : Recession triggers sharp fall in global earnings & margins
3. Military challenges worsen: Putin escalates nuclear risk - China-Taiwan reunification risks rise –– North Korean missile tests 



Important information

If you are a private investor, you should not act or rely on this document but should contact your professional advisor. 

This document has been approved by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, EC4M 8BU, a limited 
liability partnership registered in England & Wales with registered number OC329859 which is authorised and regulated by the Financial 
Conduct Authority with firm reference number 475111. 

It has been prepared solely for information purposes and is not a solicitation, or an offer to buy or sell any security. The information on 
which the document is based has been obtained from sources that we believe to be reliable, and in good faith, but we have not
independently verified such information and no representation or warranty, express or implied, is made as to their accuracy. All
expressions of opinion are subject to change without notice. 

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally 
invested. This can be as a result of market movements and also of variations in the exchange rates between currencies. Past performance 
is not a guide to future returns and may not be repeated. 

Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied 
warranties or representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby 
expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect of 
any such data.  Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to 
compiling, computing or creating the data have any liability for any direct. indirect, special, punitive, consequential or any other damages 
(including lost profits) even if notified of the possibility of such damages.  No further distribution or dissemination of the MSCI data is 
permitted without MSCI’s express written consent.

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts any liability or responsibility whatsoever 
for any consequential loss of any kind arising out of the use of this document or any part of its contents. The use of this document should 
not be regarded as a substitute for the exercise by the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person 
connected with it may act upon or make use of the material referred to herein and/or any of the information upon which it is based, prior 
to publication of this document. If you are a private investor you should not rely on this document but should contact your professional 
adviser. 

© 2023 Sarasin & Partners LLP – all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & 
Partners LLP.
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