
Investment Outlook: Tough times – higher potential 

The lower economic outlook and higher discount rates in 
the financial system have clearly changed the equation for 
risk-taking. Price adjustments in the capital market have 
been dramatic, with large stock market declines, significant 
downturns in bond prices and sharp differences in the 
performance of different types of companies, regions and 
styles. Among other effects are that the US dollar has soared 
and property price trends have turned from positive to 
negative. 

This process has been going on for about a year, but even 
though there are still plenty of problems ahead of us, some 
things have also improved. For example, we are close to a 
situation where central banks can end their interest rate 
hikes, since we are seeing tendencies for inflation rates to 
decline from very high levels. Actual underlying yields on 
government bonds have climbed from around zero − and 
in some cases from negative territory − to the far more 
attractive levels of today. 

Allocation

The balance between positive and negative factors has 
shifted. This influences our decisions regarding the appropriate 
distribution of risk. On the positive side, we see more appealing 
valuations of both equities and fixed income investments, 
although it remains important to be selective. Investors are 
also still risk-averse, which provides a positive signal in terms 
of positioning, risk appetite or what we would now like to 
describe as a cautious investor community portfolio compared 
to the historical average. In addition, problematic inflationary 
impulses and their negative effects look set to culminate soon. 
On the negative side, we are primarily seeing weak economic 
signals that cannot elicit traditional support from central 
banks, since they are fully occupied with countering high 
inflation. As mentioned above, there is also an elevated risk as 
we move from very low to higher interest rates. Overall, we 
thus consider it appropriate to maintain a neutral level of risk.

In our global equity portfolio, among other things we have 
added a partial currency hedge against the US dollar, which 
is actually much like increasing the proportion of Swedish 
equities at the expense of global ones.

We foresee a recession during 2023, followed by a more positive economic outlook in 2024 

and beyond. Combined with reasonable asset valuations and a cautious attitude among 

investors, we believe it is still reasonable to maintain a largely neutral risk level. However, 

our portfolios include some reallocations since our last Investment Outlook.

Valuations and stock market performance

During 2022, the stock market performance of sectors 
and companies has been dominated by current events, and 
investors have not been particularly forward-looking. This 
means that rising interest rates have driven the market. 
Companies with big earnings in the near term (low valuations) 
have thus performed best, while companies that will 
generate earnings further down the road have been the worst 
performers this year. One explanation, apart from the higher 
discount rate, is that valuations soared too high last year, so 
there was a lot of air in the share prices of growth and quality 
companies. In most cases, these overblown share prices have 
deflated. We thus have a positive view of many companies 
with these characteristics, based on our forecasts of inflation 
and interest rates, which we expect to moderate in 2023 and 
normalise in 2024. 

Read more in the report at seb.se/investmentoutlookreport.
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Steep declines are slowing, while the USD’s  
“shock absorber” role is fading

The chart shows the 2022 performance of Swedish equities (SBX), the 
MSCI World Index and the MSCI Emerging Markets Index in Swedish 
kronor. Also shown are the performance of a Swedish fixed income 
index (OMRX Bond) and a global high yield (HY) corporate bond index, 
currency-hedged to Swedish kronor.

Source: Bloomberg 
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For more details, please read the full report, which also provides you with 
extra reading in the form of two interesting theme articles:  
• Energy storage – The power to lift solar and wind to the next level
• Automation – New technology and better solutions 

Our experts Fredrik Öberg and Johan Hagbarth also present our in-depth  
market view in the form of a video. 

You will find all this at seb.se/investmentoutlookreport

Global equities

• Global earnings growth expectations for 2022 have 
been lowered during the year and are approaching zero 

• Earnings forecasts for 2023 need to be lowered further, 
given our macroeconomic scenario, but not dramatically

• Growth companies will continue to struggle, while low-
valued companies in traditional sectors will do better 

• However, we have a positive view of growth and quality 
companies with reasonable valuations

• Hard-hit euro area banks can look forward to higher 
returns on equity thanks to ECB rate hikes

Nordic equities 

• Attractive valuations 
• Continued solid earnings performance by Nordic listed 

companies
• Europe is showing impressive adaptability after Russia 

halted natural gas deliveries
• The energy crisis should culminate this coming winter
• Leading indicators are pointing towards lower US 

inflation ahead
• A painful normalisation of American real bond yields has 

been completed
• Old bubbles are not guaranteed winners in the recovery 

Fixed income investments

• During Q3, continued high inflation triggered large key 
interest rate hikes by central banks 

• American inflation data for October confirm our assessment 
that the Fed will end its rate hikes in early 2023

• The credit market is enjoying some support from quarterly 
reports, despite a higher percentage of expected defaults 

• Less headwinds for emerging markets, assuming a weaker 
USD, looser monetary policies and valuations 


