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ECONOMIC AND FUND REVIEW  OUTLOOK 

There was little movement in equity markets during 
April as economic data remained soft and high inflation 

persisted. First indications are that the March banking 

crisis has had little impact on other sectors. Interest 

rates in the US are expected to peak in the next few 
months, while those in Europe and the UK are expected 

to rise further, given their stubbornly high inflation. 

At a stock level, global healthcare company Smith & 

Nephew contributed to the fund’s return. It reported 

strong first-quarter results that showed organic 

growth and trading margin expansion were supported 
by a recovery in elective procedure volumes. Global 

medical devices business Medtronic’s share price 
benefited from the approval of a new diabetes product 

by the US Food and Drug Administration (FDA) that will 

provide unique automated insulin delivery.  

Conversely, producer of high-powered 
semiconductors, Taiwan Semiconductor, detracted 

from returns. It faced US-China political risks, while 
supply chain issues prevailed for chip stocks during 

the semiconductor down cycle. In addition, shares in 

manufacturer of signalling equipment for the rail 

industry, Alstom, declined following the announcement 
of the departure of its CFO.  

In terms of transactions, we exited our position in 
banking services provider, JPMorgan, which we had 

entered into in the immediate aftermath of SVB 

Financial’s collapse as we de-risked banking stocks.  

We also trimmed the holding in industrial gases 
supplier Air Liquide. It has performed well recently 

months, reflecting its defensive growth 

characteristics. We believe it is a long-term holding 

that could benefit from the climate transition, but this 

is now more fully reflected in its market valuation.  

We initiated a position in Lynas Rare Earths, a key global 
provider of separated light rare earths. It has a unique 

asset base, with its products playing an important role 

in the electric vehicle and wind energy industries. We 

added to the position in global consumer goods 
company Colgate-Palmolive as we sought to raise the 

fund’s weightings to quality and defensive companies. 

 Equity investors continue to face uncertainty. In particular, 
the banking sector has felt the unintended impact of 

tightening financial conditions. This has seen the Federal 

Reserve and the Swiss National Bank being forced to take 

action that has prevented significant contagion events. 

It is not yet clear whether tightening liquidity conditions 

will have an impact on the wider economy. As a 
consequence, hopes for a soft landing are being weighed 

by investors against the possibility of a slowdown in 

economic growth. 

There are other challenges that require close monitoring. 
Among them are geopolitical tensions – especially those 

which relate to the war in Ukraine. Elsewhere, the opacity 
of private markets is causing contagion risks for public 

markets as liquidity is withdrawn from the global financial 

system. As was the case with the UK liability-driven 

investment sector last year, markets which have become 
used to interest rates at low levels may have to adjust 

their operating strategies. 

Although the outlook for equities remains challenging, 

there are reasons to be optimistic that economic 

weakness should be relatively contained. High inflation 

that has driven central banks to tighten their monetary 
policies is heavily influenced by energy prices. 

Expectations are growing that if energy prices continue to 
normalise, then inflation should come down, allowing 

central banks more flexibility in their policy-setting. Also, 

households and banks in general are in a stronger position 

financially than in recent years. This means they should be 
more capable of withstanding higher prices and 

disruption before altering their spending or lending. 

Finally, equity market valuations now appear to be more 

reasonable than they have been. This is creating diverse 

opportunities for long-term investors. Typically, against 

this type of backdrop, patience and diligence can create 
superior investment returns. At present, this has led to a 

preference for high-quality, defensive stocks that are 

well-positioned to withstand and, in some cases, benefit 

from uncertainty and a potentially volatile outlook. 
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IMPORTANT INFORMATION 

This document is for investment professionals of South Africa only and should not be relied upon by private investors.  

The Manager does not provide any guarantee either with respect to the capital or the return of a portfolio. 

Performance has been calculated using net NAV to NAV numbers with income reinvested. The performance for each 

period shown reflects the return for investors who have been fully invested for that period. Individual investor 

performance may differ as a result of initial fees, the actual investment date, the date of reinvestments and dividend 

withholding tax. Full performance calculations are available from the manager on request. For any additional 

information such as fund prices, brochures and application forms please go to www.sarasinandpartners.com 

This document is for residents of South Africa only and has been approved by Sarasin & Partners LLP which is a limited 

liability partnership registered in England and Wales with registered number OC329859. 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 we make no representation or warranty, express or implied, as to their 

accuracy. All expressions of opinion are subject to change without notice. 

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 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.

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. 

Neither Sarasin & Partners LLP nor any other member of Bank J. Safra Sarasin Ltd. 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. 

Persons domiciled in the USA or 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.  

Collective Investment Schemes are generally medium to long term investments. The value of participatory interests may 

go down as well as up and past performance is not necessarily a guide to the future. Fluctuations or movements in 

exchange rates may cause the value of underlying international investments to go up or down. Collective Investment 

Schemes are traded at ruling prices and can engage in borrowing and script lending. A schedule of fees and charges 

and maximum commissions is available on request from the scheme. Commission and incentives may be paid and if so, 

would be included in the overall costs. Daily forward pricing is used. 

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

permission from Sarasin & Partners LLP. 


