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As Investors, we have had to contend with a 

challenging mix of high inflation, Conflict, slowing 

growth and monetary tightening in 2022. An 

enjoyable, albeit controversial, World Cup eased 

the pain a little towards the end of the year but not 

before considerable damage was done to portfolios. 

As we review the current data, global equity 

markets have lost over $10 trillion in market 

capitalisation in 2022, while global bond markets 

have fared even worse, eviscerating $20 trillion in 

value in a year for the record books. 

Those focussed on capital preservation had few 

places to hide. The US dollar performed well, 

rallying +6% versus the Euro. Energy markets also 

reported gains for the year. WTI Crude surged over 

+70% from $75/barrel at the start of 2022 to 

$130/barrel by March, but then gave back most of 

its gain to close the year at $80/barrel; still, a 

healthy +12% return for Euro-based investors. 

Natural gas was the standout performer returning 

+30% in euro terms. Commodities in general also 

did well. 

 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Welcome to our ‘January 2023 Insights’ report where we hope to provide you with the means to keep informed 

of the latest economic and investment market conditions. In this report we set out our views on the current 

environment and the challenges and opportunities that lie ahead for investors. Our aim is to keep you updated on 

such matters leading to better investment decisions and by extension more acceptable returns on employed capital. 
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Global Equity Market Performance by Region: 

the rest” – Warren Buffett 

 

 

 

 
 

2022: India +5%, Japan -9%, NYSE -11%, Europe -15%, China -16%, World ex US -16%, Asia -19%, S&P -19%, Russell -20%, Nasdaq -33%. 

the rest” – Warren Buffett 
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There is no doubt, the last twelve months have been difficult to navigate, and we are happy to consign 2022 to the 

history books. As we look forward to 2023, most Investment Managers see many risks on the horizon but are also 

more constructive in their outlook with some evidence that there exists some ‘green shoots of optimism’. 

Disinflation in an increasingly multi-polar world to be the dominant theme for 2023. The major asset classes should 

recover after a volatile period as Central Banks slow and eventually end their monetary tightening policies, which 

caused such damage to markets in 2022. Q1 of 2023 will undoubtedly test our resolve as the cycle of peaking 

Inflation and plateauing Interest Rates, draw ever nearer. 

 

 

 

 

 

 

 

Equities 

Price-earnings multiples tend to fall during recessions and equity bear markets. We experienced a 20% decline 

(improvement) in P/E multiples in 2022, so valuations are certainly more attractive today for the prospective 

investor. The key question is, are they attractive enough? Today, with short-term interest rates in the United 

States at 4.4% and U.S. government debt at 120% of GDP, the world’s largest economy is already slowing. 

The U.S. cannot afford and will not require substantially higher interest rates to control inflation. The inflation 

rate peaked at 9.1% in June 2022 and has fallen steadily, a trend that should continue throughout 2023. It is 

evident that we are coming to the end of this interest rate rising cycle and during inflationary periods, equity 

bear markets tend to end when short-term interest rates peak. Stable or falling interest rates can justify higher 

stock valuations than those experienced during the inflationary 1970’s. This is a common working hypothesis 

for 2023.  

 

So, where to from here? US Equity Market volatility has not yet abated. As the US Federal Reserve continues 

to press short-term interest rates towards 5.0% Markets will struggle to hold current values with downside risks 

very much evident. 

 

For International equities, the expectation is for them to outperform U.S. equities after more than a decade of 

underperformance. The MSCI World (ex U.S.) Equity Index topped at 1,719 at the height of the Tech, Media, 

and Telecom (TMT) boom in 2000. Twenty-two years later, in October 2022, the Index recently touched 

1,682. That is a long time with no progress. We may get another test of the 1,700 area in early 2023 before a 

more sustained equity bull market outside the United States takes hold. 

 

Annualised performance data in euros at 31st December 2022 
 

 YTD 1 Year 3 Years 5 Years 10 Years 15 Years 

Global  -14.1% -14.1% +4.9% +7.2% +12.9% +7.7% 
U.S.  -14.4% -14.4% +8.2% +12.2% +23.2% +17.1% 
Europe (ex U.K.) -14.3% -14.3% +1.5% +2.7% +6.7% +1.5% 
U.K. -4.4% -4.4% -1.7% -0.6% +1.6% -0.3% 
Emerging Mkts -17.6% -17.6% -3.8% -2.0% +0.5% +0.2% 

Japan -13.6% -13.6% -1.2% +0.4% +7.2% +2.7% 
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The bias for international equities is well supported on valuation grounds. The MSCI World (ex US) Index 

currently trades on a relatively inexpensive P/E of 14 times trailing 12 months earnings. Only during the late 

1970’s, early 1980’s and during the Great Financial Crisis of 2008 have international equities been cheaper in 

aggregate. The value proposition is compelling. 

 

If Central Banks can complete their monetary policy tightening cycles in H1 2023 and bring inflation back 

under control later in the year, delivering soft landings for their respective economies, the outlook would be 

quite constructive for European and Emerging markets equities. The U.S. stock market still carries a significant 

valuation premium relative to the rest of the world, so Managers are cautious to underweight this region. They 

expect continued P/E multiple compression in the U.S. in the years ahead as the valuation gap versus European 

and emerging market equities closes over time. 

 

With inflation eroding real incomes and interest rates rising, recessions are likely in early 2023. But the US, 

UK, and European economies should all be recovering in the second half of the year. With China likely to 

accelerate steadily through the year as policy easing steps up a gear, the global economic landscape should be 

much improved towards the end of 2023. In such a scenario, it is important to re-iterate the fact that Markets 

are forward looking instruments and tend to reflect such improving conditions, in advance of their arrival. 
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 YTD 1 Year 3 Years 5 Years 10 Years 

EU Govt +5 Yrs. -21.7% -23.3% -7.4% -2.4% +1.8% 

EU Govt. +10 Yrs. -27.9% -30.1% -9.8% -2.9% +2.4% 

EU Corporates -14.1% -14.9% -4.8% -2.1% +0.5% 

EU Inflation-linked -8.3% -8.8% +0.3% +1.1% +1.6% 

 

Bonds 

The year 2022 proved to be a year of a great reset for fixed income aficionados. Bond prices are sharply lower 

and yields are meaningfully higher. Following a 15-year period of ultra-low interest rates that starved pensions 

and retirement savers of needed income, the opportunities to earn yield are plentiful. Despite all the global 

headwinds, Managers maintain the opportunities in fixed income far exceed the risks of sitting on the side-

lines. Many believe that bonds are back and 2023 will be the “Year of the Bond.” 

 

 

Annualised performance data in euros at 16th December 2022 
 

U.S. Treasuries will benefit from the disinflationary trend now taking hold in the United States as the Federal 

Reserve finally starts to bring inflation back under control. The Federal Reserve increased interest rates by over 

400 basis points in 2022. 3-month Treasury bills now yield 4.4%, while 10-year Treasuries yield 3.9%, so the 

U.S. yield curve has inverted by 0.5%. The bond market is signaling that the U.S. economy is slowing and 

inflation will continue to fall. Fed Chair Jerome Powell’s work is almost done and we should expect a final 

interest rate increase in the first quarter of the year. Long-duration Treasury bonds plunged almost -30% last 

year. As the U.S. economy slows and Fed policy becomes less restrictive, U.S. government bonds should rally 

and may end the year as one of the better performing asset classes on the scorecard. 
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The outlook for Eurozone government bonds is less clear. The road to recovery for Europe may be long, and 

bond yields are likely to rise further before they stabilise. The growing macroeconomic uncertainty and 

increasing real rates that have led to one of the most volatile fixed income markets in history will likely 

continue. The headwinds that have steadily increased throughout the year have not yet receded, and in many 

cases have strengthened. This is likely to mean a continuation of elevated volatility in markets. While volatility 

will remain, yields and valuations have become more attractive. Against this backdrop, Managers believe that 

they will be able to unearth potential opportunities within the European fixed income universe. 

 

The Eurozone has a structural inflation problem resulting from a fundamental overreliance on imported oil and 

natural gas, whose prices have been rising sharply all year. The European Central Bank (ECB) has been late to 

react. ECB President Christine Lagarde increased Eurozone interest rates by another 0.5% in December to 

2.5% and signaled more rate hikes yet to come in 2023. However, Lagarde’s work may be in vain. Eurozone 

inflation rates are being driven by forces outside of the ECB’s control. It may be doubtful that EU interest rate 

increases will solve an inflation problem caused by rising energy prices. Ongoing war in Europe and a post-

covid Chinese re-opening will make the ECB’s problems all the more difficult as restricted supply and 

increasing demand could drive energy prices much higher in 2023. A potential growth slowdown in the U.S. 

may offer some comfort to Lagarde as she considers her next move. 

 

While 10-year U.S. Treasury bond yields topped out at 4.3% in October 2022 and are currently trading 40 basis 

points lower today, 10-year German bund yields reached 2.4% in October but are now trading 10 basis points 

higher today at 2.5%. Inflation remains a problem for Madame Lagarde and her European colleagues. 
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 YTD 1 Year 3 Years 5 Years 10 Years 

GS Commodities +15.8% +15.8% +15.7% +11.0% +1.7% 

WTI Crude +13.4% +13.4% +12.8% +9.9% +0.8% 

Natural Gas +30.3% +30.3% +39.7% +14.8% +6.8% 

Gold +6.2% +6.2% +8.7% +11.4% +3.5% 

Silver +10.0% +10.0% +13.8% +11.6% -0.1% 

Agriculture +8.4% +8.4% +9.2% +4.1% -1.1% 

Industrial Metals -7.2% -7.2% +12.2% +2.5% +2.4% 

Bitcoin -63.5% -63.5% +46.7% +5.6% N/A 

 

As noted at the beginning of this Newsletter, the USD was one of the better performing asset classes last year. In the 

first ten months of 2022, the dollar rallied by +16% versus the euro before giving back much of those gains in the 

final months. A 16% rally in ten months for the world’s reserve currency is an enormous move. The driver of course 

was the sharp tightening of U.S. monetary policy, which we believe is now close to ending. Market tops are a 

process, with the U.S. economy slowing which should attract less capital from international investors in 2023, there 

will be less overall demand for dollars. 

 

On Emerging markets, China reopening from covid lockdowns will drive the bullish cycle in commodities. As 

China reopens, strong demand for agricultural, industrial and energy commodities should return. Commodities 

rallied +16% in aggregate last year when priced in euros. Agricultural commodities added +8% while industrial 

commodities fell -7% in euro terms. A weaker dollar should continue to support an emerging bull market in this 

sector. Crude oil and natural gas were among the strongest performers in 2022 and the expectation is for this trend 

to continue in 2023. An additional demand driver for energy may come from the United States if they attempt to 

replenish their strategic petroleum reserve (SPR), which they drained last year in an effort to cap energy prices for 

U.S. consumers.  

 

Cryptocurrencies had an annus horribilis in 2022 as this still emerging asset class had to deal with a number of 

frauds and scandals during the year. Bitcoin declined -64% and many other Cryptocurrencies fared even worse. 

Following this much needed cleansing process, the crypto sector could re-emerge from the ashes later in 2023. 

 

 

Annualised performance data in euros at 31st December 2022 

 

Alternatives 
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Unlike previous editions, we wanted to finish our first Newsletter of the year on a more light-hearted note. Imagine 

you are just waking up in December 2023. Your Internet of Things (IoT)bedroom opens solar powered e-windows and 

plays gentle music while your smart lighting displays a montage of beachfront sunrises from your recent vacation. 

Your shower uses very little water or soap. It recycles your grey water and puts the excess heat back into your home’s 

integrated operating system. While you dress, your artificial intelligence (AI) assistant shares your schedule for the 

day and plays your favourite tunes. You still start your day with caffeine but it comes from your IoT refrigerator 

which is capable of providing a coffeehouse experience in your home. A hot breakfast tailored to your specific 

nutritional needs (based on chemical analysis from your trips to the “smart toilet”) is waiting for you in the kitchen. 

When it’s time to leave, an on-demand transport system has cars waiting for all those going to different destinations. 

On the road, driverless cars and trucks move with mathematical precision, without traffic jams, routine maintenance or 

road rage. Accident rates are near zero. Whilst all the above are envisaged to occur, will we see such changes this 

year? Probably not.  

 

 
 
 
 
 
 
 
 
 
 
 

Sector in 

Focus 
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So, let’s look forward to December and try to envisage what did occur. Whilst, light-hearted, this will be an annual 

attempt to ‘predict’ certain events with a mix of Business & Sporting predictions.  

1. Global Equity Markets to post a strong recovery in 2023. First few Months to reflect economic uncertainty 

with volatile returns. 

2. Ireland beat the All Blacks in the Rugby World Cup Quarter Final. 

3. China reopening drives bullish cycle in Commodities, particularly Energy. 

4. Arsenal will not win English Premiership Title in 2023 (Sadly, I don’t see Utd winning it either). 

5. Fixed Interest benefits from disinflationary trend and end to Central Bank monetary tightening. 

6. Gold to exceed $2,000 per Ounce in 2023.  

7. Rory McIlroy to win at least 1 Golf Major in 2023. 

8. For those Techies amongst us, we will wonder how we existed without Chat GPT.  

This ends our first Investment Newsletter of 2023. All that remains is to wish you all a Healthy, Happy, and 

Prosperous New Year. We look forward to providing you with our updated views on markets again in our next report 

in March. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


