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



Q3 2022 recovery in equities starts to fade Equity volatility and oil prices are below pre-invasion levels

A modest recovery in equities over the summer - oil prices fall
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US yields surge and the euro breaks parity with the dollar Value leads growth in 2022, despite Q3 rally

US Bond yields have doubled this year – global growth stocks 
underperform value
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Unprecedented rise in European gas prices Energy price burden falls on low-income households

1. Energy: Costs of mitigation for poorer households may even be 
greater than COVID furlough schemes
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European governments have already allocated EUR280 billion to 
cushion impact of energy crisis (Brugel/Bloomberg)



Combined Drought Indicators in Europe - 1st ten-day period of August 2022

Source: European Commission Aug 2022

2. Climate: August saw 47% of Europe under drought warning, and 
unprecedented drought along China’s Yangtze river 
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China data disappoints - Q2 GDP 2.6% qoq due to lockdowns Chinese property demand slumps – bank loans sharply ease

3. China: Activity disappoints with weak domestic demand, 
extreme heat, power shortages and property stress

Six minute strategy - August 2022 6

-60

-10

40

Jul-15 Jul-17 Jul-19 Jul-21

Floor space started and sold
3mma, % tty

Floor space sold Floor space started



Higher wages have meant that ULC’s are rising sharply Yet corporate profits on most measures are still strong

And some good news: While unit labour costs are rising at an 
uncomfortable pace, corporate profits remain robust
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Global strategy update – August 2022

Bonds
Underweight 
• UW Government Bonds – global inflationary pressures remain elevated – QT may cause yields rise above expectations
• UW Investment Grade Credit – recession risks rising – Single A yields becoming attractive

Equities

Underweight Global, UK and EM 
• Accelerated tightening of monetary policy risks further compression of equity valuations
• Global growth to slow materially  - risk to earnings rising
• EM inflation and China growth risks remain substantial
• Robust corporate balance sheets offer support to defensive & dividend strategies

Alternatives
Strong Overweight
• OW Other Alternatives– private equity; infrastructure and renewables with inflation linked returns  
• Strong OW Uncorrelated Alternatives; reduction in gold holdings as global interest rates climb

Cash (tactical)
Strong Overweight 
• CHF tactical allocation for GBP accounts
• Consider opportunistic portfolio insurance 

Risks
Current: Global inflation becomes entrenched triggering a dramatic tightening in financial conditions
Longer-term: China/Taiwan tension, climate transition risks, tighter technology regulation
Ukraine: Russia ceases European gas exports, NATO dragged into border war, further nuclear warnings

Source: Sarasin & Partners, August 2022

Policy tightrope – inflation and recession risks are high
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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. 

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 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. 

© 2022 Sarasin & Partners LLP – all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & Partners LLP.
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