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ECONOMIC REVIEW   OUTLOOK 
Despite a very complex financial and political 

backdrop, equities and bonds both rose in the first 

quarter of 2023. 

Europe was the best-performing equity market as it 

benefited from a milder-than-expected winter. 

US markets fared less well as several bank failures 

caused concern over the financial system, although 

swift Federal Reserve action has reassured investors 

for the time being. 

Emerging market equities fell against the backdrop of 

a strong US dollar and geopolitical tensions between 
China and the US. 

Stress in the financial system increased the risk of 

recession. As a result, the stock market expected an 

earlier end to interest rate rises. This supported 
government borrowing costs but led to relatively 

higher borrowing costs for companies.  

PORTFOLIO REVIEW 
The Sarasin Responsible Global Equity (GBP Hedged) 

fund contributed most to relative performance. It was 
helped by sterling being strong over the quarter.  

The fund’s underlying holding in Alphabet benefited 

as investors moved from banks to technology stocks 

with rock-solid balance sheets. Reckitt Benckiser was 
also a strong performer due to its defensive 

characteristics, modest valuation and strong results, 
which demonstrated that the company can pass 

higher costs onto customers. 

In contrast, the NB Uncorrelated Strategies Fund fell. 

Having performed very well last year, the unexpected 
turmoil which began with US regional bank failures led 

to short-term falls in many of its underlying 
investments.  

The Sarasin Tomorrow’s World Multi Asset Fund also 

detracted from performance. In particular, the 

banking sector turmoil negatively impacted the 
fund’s investments in US-based banks.  

PORTFOLIO TRANSACTIONS 
We made an increase in the Royal London Short 

Duration Gilts Fund, which invests in short-duration (1-

5 years) UK government bonds. Interest rates are 
much more attractive than they have been for some 

time.  

We fear that the rapid rise in US interest rates will 

damage the global economy and cause further 

disorder in the banking sector.  

Against this background, we favour the shares of 

high-quality growth companies. Companies with 
stable revenue and profits are better placed to 

overcome, even capitalise on, the challenging and 

rapidly changing economic conditions we expect 

over the coming months.  

As well as this, we feel natural resources and raw 

materials, like energy and metals, are well-positioned 
for the future. Commodity prices seem likely to rise as 

the global superpowers compete for supply chain 

security and scarce resources. Certain commodities 

will also benefit from the transition to a more 
sustainable economy. 

High interest rates mean we are less enthusiastic 

about commercial real estate as property companies 

usually have high borrowing levels. The increase in 
working from home also means that offices are 

becoming less popular. 

As well as investing in company shares, we invest in 

other types of investments for you that aim to 

balance the risks in your portfolio.  

Despite the crisis in the financial sector, we believe 
the bonds of large, financially strong companies, 

including banks, represent good value. Bonds issued 
by governments generally offer slightly lower returns 

than these corporate bonds, but they do tend to act 

as a ‘safe haven’ during a crisis. Global interest rates 

seem to be close to peaking and, as a result, we are 
also investing in government bonds on your behalf.  

There are reasons to be optimistic that the economy 
may not be as weak as is feared. For example, 

households and banks are in better financial shape 

than in previous crises. This means they should be 

better able to withstand higher prices and disruption 
before changing their spending or lending actions. 

That said, inflation remains a problem. However, if 
energy prices continue to normalise, then this should 

gradually ease.  

We continue to invest in high-quality companies that 

are well-placed to benefit from our long-term 
investment themes. As economic growth troughs, 

inflation eases and interest rates stop rising so 
quickly, we believe there are likely to be excellent 

opportunities to add risk to the portfolio. In the 

meantime, we believe now is a time for patience. 
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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. 

The investments of the model portfolios are subject to normal market fluctuations. The value of the investments of the 

fund and the income from them can fall as well as rise and investors may not get back the amount originally invested. If 

investing in foreign currencies, the return in the investor’s reference currency may increase or decrease as a result of 

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

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. 
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