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ECONOMIC AND FUND REVIEW  OUTLOOK 

Equity markets recovered in the opening quarter of 
2023, as economic data proved more resilient than 

anticipated. A milder-than-expected winter supported 

a pronounced recovery in European markets. US 

markets recovered less than their European 
counterparts as several bank failures caused concerns 

over the financial system and a potential tightening in 
lending standards. However, swift Federal Reserve 

action reassured equity markets. Emerging market 

equities stalled in their recovery, as a stronger US dollar 

and geopolitical tensions between China and the US 
weighed on sentiment.  

At a stock level, the main positive contributors to the 
fund’s performance came from the technology sector 

on stronger investor sentiment about the sector. US-

based cybersecurity company Palo Alto Networks and 

Netherlands-based microchip-making equipment 
provider ASML Holding were the fund’s two largest 

positive contributors.  

In contrast, US-based banks were among the main 

detractors to performance, notably the holdings in 

First Republic Bank and Silicon Valley Bank. There was 

also weakness in Aramark on concerns over tightening 
lending standards which weighed on companies with 

high debt levels.  

Regarding investment activity, the manager took new 

positions in Japan-based sensor and measuring 

systems manufacturer Keyence and Taiwan 

Semiconductor. The position in France-based 
ophthalmic lenses maker EssilorLuxottica was reduced 

and the holdings in First Republic Bank and Softcat 

were sold. 

 The outlook for inflation and interest rates remain 
among the key concerns for investors, although there 

is now some hope that interest rates may not need to 

rise as much as previously feared. Meanwhile, events in 

Ukraine are changing with remarkable speed, and we 
continue to monitor risks to the outlook. The relaxation 

of China’s Zero Covid Policy should support global 
growth but may also support global inflation.  

The significant and rapid tightening of financial 

conditions over the past year may have unintended 

consequences for business activity and market 
functionality. Generally, company earnings are likely to 

be put under pressure as global growth slows.  

While the outlook for assets remains challenging, there 

are reasons to be optimistic that economic weakness 

should be relatively contained. The inflation that has 

driven central banks to tighten monetary policy is 
heavily influenced by the effect of high energy prices. 

If energy prices continue to normalise, inflation should 
come down over the course of the next year, allowing 

central banks more flexibility in their policy-setting. 

Since the launch of the fund in March 2021, fossil fuel 

energy prices have been strong and energy stocks 
have substantially outperformed the world index, 

stimulated by Covid-19 recovery and Russia’s invasion 
of Ukraine. This has acted as a relative headwind for the 

fund, which owns no fossil fuel energy stocks but this 

quarter energy stocks were not a major factor in the 

fund’s performance compared with conventional 
indices.  

The energy industry is one of a small handful of sectors 

that cause disproportionate harm in their operations: 

the major contributors of greenhouse gas emissions 

causing climate change are the energy used in 

industry, buildings and transport, as well as the 
impacts of agricultural operations. The unconstrained 

operations of the food, energy, infrastructure and 

fashion industries currently drive more than 90% of 

man-made pressure on biodiversity. The fund seeks to 
avoid investment in such harmful operations and will 

see performance differences when they perform well. 

However, over time, we would expect companies 

operating in these areas to face substantial headwinds 

to their profits, from regulation, tax, litigation and 

shifting consumer preferences. As fossil fuel prices 
have been driven higher, the cost of electricity 

generated by renewables has continued to fall as the 
technology continues to improve. And governments are 

now offering large incentives to develop alternative 

energy supplies – the US has enacted the biggest 

climate investment in its history ($369 billion) and the 
EU and other countries are following suit.  
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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 promotion 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.  

The investments of the fund 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.

There is no minimum investment period, though we would recommend that you view your investment as a medium to 

long term one (i.e. 5 to 10 years). The Fund may invest in smaller company shares which can be more unpredictable and 
less liquid than those of larger company shares. Frequent political and social unrest in Emerging Markets, and the high 

inflation and interest rates this tends to encourage, may lead to sharp swings in foreign currency markets and stock 

markets. There is also an inherent risk in the smaller size of many Emerging Markets, especially since this means 

restricted liquidity. Further risks to bear in mind are restrictions on foreigners making currency transactions or 
investments. For efficient portfolio management the Fund may invest in derivatives.  The value of these investments may 

fluctuate significantly, but the overall intention of the use of derivative techniques is to reduce volatility of returns. The 

Fund may also invest in derivatives for investment purposes. 

All details in this document are provided for marketing and information purposes only and should not be misinterpreted 

as investment advice or taxation advice.  This document is not an offer or recommendation to buy or sell shares in the 

fund.  You should not act or rely on this document but should seek independent advice and verification in relation to its 

contents.  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 views expressed in this document are those of Sarasin & Partners LLP and these are subject to change 

without notice. 

This document does not explain all the risks involved in investing in the fund and therefore you should ensure that you 

read the prospectus and the Key Investor Information document which contain further information including the 

applicable risk warnings.  The prospectus, the Key Investor Information document as well as the annual and semi-annual 

reports are available free of charge from www.sarasinandpartners.com or from Sarasin & Partners LLP, Juxon House, 100 

St Paul’s Churchyard, London, EC4M 8BU, Telephone +44 (0)20 7038 7000, Telefax +44 (0)20 7038 6850.  Telephone calls may 

be recorded.  

Where the data in this document comes partially from third party sources the accuracy, completeness or correctness of 

the information contained in this publication is not guaranteed, and third-party data is provided without any warranties 

of any kind.  Sarasin & Partners LLP shall have no liability in connection with third party data.   

Persons who are domiciled in the USA or are US nationals are not permitted to hold shares in the fund and shares may not 

be publicly sold, offered or issued to anyone residing in the USA or to US nationals.  This publication is intended for 

investors in the United Kingdom.  

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

from Sarasin & Partners LLP. Please contact marketing@sarasin.co.uk. 


