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All asset classes show negative returns 2022 to date Might the dollar’s ascent be drawing to a close?

Global asset markets begin the long climb back
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A weaker dollar, improved supply chains & bearish sentiment argue for normalised equity levels 



A new leader needs to support low income groups & win the confidence of financial markets

Inflation soars and takes consumer confidence to record lows Recession forecast for 2023 will be relatively mild

Extraordinary challenges for our new PM
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Chancellor Hunt has seen bond yields & sterling return to pre-Truss/Kwarteng levels

UK debt interest shock makes capping gilt yields critical The bond market vigilantes have been stood down

Source: IFS Nov 2022

1. Hunt/Sunak largely restore market confidence in UK
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“UK debt to GDP rises to 97.6% in 2025/6, a 63 year 
high” OBR Nov 2022



Weaker economy + higher inflation + rising borrowing costs = worsening fiscal outlook 

Help today, squeeze tomorrow UK inflation will likely peak Q4 at 11 - a 40 year high

2. Tighter spending from 2024-2025 – once economy has stabilised
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The Budget “strikes the right balance between fiscal 
responsibility and protecting growth and vulnerable 
households” Kristalina Georgieva IMF MD 18 11 2022 



Real disposable incomes 2028 will be less than pre-Pandemic Private sector strike days soar – public sector to follow

3. Tight labour markets  falling real wages is driving industrial 
action 
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“Workers are facing 19 years of no cumulative 
wage growth while tax rises for people across the 
income distribution are a drag down on incomes.” 

Resolution Foundation Nov 2022



Investment grade bonds attractive – equity valuations fair – alternatives offer real diversification

Global strategy update – November 2022

Bonds
Underweight 
• UW Government Bonds – global inflationary pressures remain elevated but rates are close to peaking
• Neutral UK Investment Grade Credit – yields attractive – corporate balance sheets healthy

Equities

Neutral
• Recession will likely be mild limiting deterioration in overall earnings and dividends
• Investor sentiment is sharply negative while equity seasonality is positive
• Robust corporate balance sheets offer support to defensive & dividend strategies

Alternatives

Overweight
• Neutral Other Alternatives– private equity, infrastructure and renewables will be impacted by higher discount rates
• Strong OW Uncorrelated Alternatives as effective diversification
• Reduce gold positions as US rates rise

Cash (tactical) Neutral – Sterling weighting neutral  - gradual appreciation expected over the medium term

Risks

1. Inflation shock not yet abating: Core inflation continues to accelerate in 2023 meaning higher rates for longer
2. Shrinking central bank balance sheets: QT triggers tighter liquidity and volatility issues.  Central bank losses accelerate budget crisis
3. Military challenges worsen: China-Taiwan re-unification risks accelerate – Putin escalates with tactical nuclear ‘event’

Source: Sarasin & Partners, November 2022

Finding the light at the end of the tunnel
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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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