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Mixed macro  
Tight financial 

conditions
Slowdown or 

shallow 
recession?

Biden 
presidency

The road to recovery, not easy
A new narrative, SVB and CS brought a new guest to the table
Å Equity markets have fared well over the last weeks, despite substantial volatility in 

bond markets as the heightened uncertainty on stability risks has taken control
Å The developments in banks over the past weeks,  even though most likely not 

systemic, has impacted confidence.
Å The likelihood for a credit contagion has somewhat risen following these 

developments
Å These trends were fed by rising rates, but have more attention as the bank events 

came.
Å Bank lending has slowed and M2 growth in the US has been negative

Å The combination of high CPI inflation that motivates central banks to keep monetary 
policy tight and credit contagion is not an optimal scenario for risk-taking
Å The window is of course when central banks are motivated to start lowering rates 

again, but it is hard to see that scenario without a couple of positive CPI prints 
Å On the same note, it is important to see that the bank funding issues will probably 

hasten the process of lower growth and inflation
Å In the meantime, equities risk being challenged by macro data and lower risk 

appetite
Å Nevertheless, equites has continued to do relatively well, there is likelihood that 

markets expectations are quite well-balanced as the combination of decent 
growth and some inflation support earnings ad the outlook for a lighter fed policy 
is positive according to Fed fund forecasts.

Å The view on investment horizons matter, we are convinced that central banks will 
lower interest rates, as data has showed low inflation for several subcomponents of 
CPIs.

Å We stay at 60% in risk utilization as markets have already priced in a lot and we do 
not expect broader contagion

Å There are some early signs of an end to the bear market, but we chose to not increase 
risk for now, due to that the negative risk sentiment will likely persist in the short-term The speedometer controls to what extent the portfolios should utilize their risk budgets. It is connected to 

the model portfolio (page 4) which at all times utilizes its risk budget in-line with the speedometer. In a 
very general sense it can be interpreted as equities on/off (with 50% being neutral).

Our regime-based framework defines the major characteristics of the investment regime

Investment Regime

Speedometer

Employment 
and wages 

Earnings 
forecasts 

down 

China 
changing

European 
Energy better

Inflation levels 
peak

60% 
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Investment Regime: The USD says something

Inflation still runs the show, now with some help
The inflation scenario sets the tone for expectations. We are confident that the pace of 
price increases has peaked as inflation has eased in the last months, but we remain humble 
to the risk that the disinflation couldtake some time. Looking at wage data, the pace is still 
ŎĽĶĔţĢÿŔ ĢĥĞĢƘ ĔŎŇĔċĥÿııũ ĥķ ŔĢĔ ŎĔŊŢĥċĔ ŎĔċŔĽŊƘ ŔĢĔ H?;ƩŎ ĝÿŢĽŊĥŔĔƕ * ŔĽĽ ŎŔŊĽķĞ ıÿĊĽŊ
market with sticky wage growth is probably the biggest risk for inflation this year. But 
commodities, supply chains and less inflation from goods and manufacturing look 
promising. Our belief that we have passed the inflation peak has been confirmed. Now we 
just need a couple of good CPI prints to confirm the trend. 

The Fed has changed its tone, disinflation is the new theme, bank issues 
should not be a gamechanger..
The FED slowed the rate of hikes, weary of lag effects after a steep hiking season done. 
Their move was expected. The issues with bank funding and contagion risk can help the 
FED to bring inflation down. If we look at the different forecasts for next year, they almost 
uniformly point to 2% - 4 % inflation by the end of 2023. If we look at classic monetary 
analysis, the suggested pace downwards will be quicker because of the current, very low 
monetary growth indicates sharply falling inflation. The tighter monetary policy and shift in 
inflation in 2022 have been strong, lending has almost stopped expanding and the 
correlations to lower growth are historically high. Patience is required.

|ĢĔ ĊřŎĥķĔŎŎ ċũċıĔƗ ÿķĐ ĔÿŊķĥķĞŎ ĐĽţķĞŊÿĐĔŎ
The tone in macro forecasts are shifting. The likelihood of avoiding a recession is increasing
and the outlooks for Europe and China have materially improved as the energy crisis and 
Covid policies have changed. However, the developments during the last weeks and 
contagion risks have marginally shifted our base scenario toward a more negative 
direction. Profit margins are being challenged and at some point, valuations could beat risk 
of being challenged as well. But the risk of a recession is still lowand all in all this supports 
the outlook for risk-taking in the medium to the long term.

Å Policies are surprisingly tight, but energy 
investment is supporting

Å Long-term investment incentives for 
green transformation and defense

ÅWe are on the road to higher valuation 
multiples as easier monetary policy is 
within reach

Å Earnings does well for now, some 
challenges ahead

Å US soft landing is probably most likely 
Å China has a glimmer of hope, Covid and 

real estate is potentially better
Å Europe has done well
Å The consensus points to a U-shaped 

economic recovery in H2 2023 

Central banks

Fiscal policy is somewhat 
tight 

Advantage US,
optionality China

Macro

The Fed has probably 
tightened enough, the ECB is 

probably not done

Å FED hiked rates, one or two hikes to go
Å Financial conditions are still tight, time 

to assess cumulative effects
Å China has better monetary growth 

than the US and EU

Politics

Does valuation reflect lower 
earnings?

Corporates

Persistent 
inflation

FED policy 
mistake

Global 
recession

Political 
risks
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Asset Allocation

Model PortfolioThe road to disinflation is important
Å Equity markets have faired well through the last period of volatility, being supported 

by the disinflation narrative and ok earnings.
Å The likelihood for diinflation is high, as month-to-month inflation is close to 

nonexistent, and the subcomponents are almost unanimously positive
Å We maintain our overweight to equities as lower inflation and a slightly better growth 

environment will be positive for equity markets 
Å An important observation is that investor sentiment is still on the defensive side 

with high cash levels and low positioning in futures, which increase the upside.
Å Our overweight to equities shall be seen in the context of very good probability of 

lower interest rates, changed sentiment and better earnings later 2023.
Å As the ongoing disinflation process continues long-term bond yields will decrease 

during the year, in line with the higher likelihood of a central bank pivot in Q3
Å Lower bond yields is an important driver of equity valuations, and it is not 

irrelevant to think of a renewed TINA situation as bond yields can once again fall
below earnings yields

Å Today TINA feels distant, but imagine what happens if disinflation continues
We hold some cyclicality of the portfolio
Å The major risk driver of our portfolios is our exposure to equities 
Å Historically, it has oftenbeen a good to be in equities when central banks are close 

to a pivot following a hiking period and when the ISM closer to 45, as it is now 
Å This would arguably be a better entry point than a pivot when PMIs are at 60

Å Our historic regression analysis shows that a combination of easier monetary policy, 
turning PMIs and strong performance for consumer discretionary is a stable signal

Å Growth has been a dominant market theme, but that trend will reverse when the FED 
shifts policy, andcyclical assets will outperform as the USD gradually loses support

Å Within credit, we increasedHY bonds to neutral last time, due to a cyclical shift in the 
environment, which we financed by selling IG and government bonds

Å We stay neutral to corporate bonds as our conviction is still intact, despite the recent 
banking turmoil which appear to be easing, but the market situation is very fluid   

Long only portfolio. Yearly VaR(95%) ex. mean between 7% and 21%.No restrictions 
on the individual asset classes. The weights are set manually by the House View 
committee; i.e. they are not based upon an optimization model.
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Regional Equity Allocation

Regional equity positioningWe kept our overweight to EM Asia and Europe, the USD trend is important
Å |ĢĔ ĶĽŎŔ ĥĶŇĽŊŔÿķŔ ŔŊĔķĐŎ ŔĢĥŎ ũĔÿŊ ĢÿŢĔ ĊĔĔķ ŔĢĔ ŊĔŢĔŊŎÿı Ľĝ ıÿŎŔ ũĔÿŊŎƩ ŔŊĔķĐŎ
Å US large caps are no longer the safe source of returns as they were in the past
Å Nowadays, an equity portfolio needs to be diversified globally in terms of regions 

and currencies to achieve solid risk adjusted returns
Å The big equity driver is as stated earlier the return to lower interest rates, and the 

improved energy situation mostly strengthen Europe's position, while the removal of 
Covid-Zero is expected to boost 6ĢĥķÿƩŎgrowth to 5% or more

Å MĽţĔŢĔŊƘ 6ĢĥķÿƩŎ ŎŔŊĔķĞŔĢĔķĥķĞ ĢÿŎ ĊĔĔķ ŎıĽţĔŊ-than-expected and China has been 
excluded from some major equity benchmarks
Å But overall, the growth outlook supports EM Asia and we stay overweight here 

Å We hold our overweight to Europeas macro forecasts for the region have improved
Å The energy situation has faded, better macro data indicates stronger demand and 

confidence, and the Euro is in a better position than the USD
Å The ECB is still in the process of hiking rates which can weigh on equities, but the 

return of interest rates should benefit Europe as banks is a large part of the market
Å We also kept our underweights to the US and EM Ex Asia unchanged from last time
Å EM Ex Asia consists to a large extent of Brazil and Argentina which are sensitive to 

the dollar and in general have companies that are price-takers
Å fřŊ ĶĽŎŔ ŇŊĽķĽřķċĔĐ ĽŢĔŊţĔĥĞĢŔ ĥŎ ŎŔĥıı ŔĽ ?_ *ŎĥÿƘ ĐřĔ ŔĽ 6ĢĥķÿƩŎ ŊĔĽŇĔķĥķĞ
Å We expect that the reopening will result a new spending wave on everything from 

cars to travelling, as the supply side will meet two years of pent-up demand
Å We also decreased our exposure to Japan at the last House View meeting
Å Japanese equities are under stress from a likely policy shift for the yen and bonds

We remain overweight to the Nordics 
Å The Nordics is a mix of cyclical value, commodities and defensive growth
Å These markets probably have one thing in common, dependency on Europe, and the 

European markets tend to be seen as a group, which is why we hold our overweight
Benchmark is MSCI All Country
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Sector Allocation

Sector positioningWe have a growth positive position
Å The trend in sector performance has continued over the past weeks
Å Most of the cyclical sectors have been laggards, while some growth segments of 

the equity market and European industrials have performed strongly
Å We have also seen a shift in performance in factors as Swedish small caps have 

started to perform in line with broader markets, this will continue
Å Since our basic idea is that we are getting closer to the point of lower interest rates, 

we think that it is prudent to be positioned for that
Å The new optimism in China shows what will happen when the tide turns on growth in 

China and this is important 
Å If they succeed in stimulating the economy to the 5% region this will support 

global capex 
Å Then industrials and materials will come into play and the climate becomes more 

cyclical, and therefore, we maintain an overweight on these sectors

Å Generally, capex trends are improving both in the correlations with the credit impulse 
in China, but also generally in the US and Europe

Å Structurally, capex is interesting to have a constructive view on, as the needs for 
government-supported investments are rising, such as defense and green energy 
investments in solar and wind power

Å Regionalization will probably also create a need to (re)build capacity
Å One situation that will be important is that it seems as if bond yields are close to a 

peak, which will be beneficiary for growth stocks, but demand will stay low
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Risks to the Investment Regime

Contagion risks from a global banking crisis  
The collapse of Silicon Valley Bank and Credit Suisse triggered fears of broader 
contagion which caused a sell-off in risky assets, in particular banking stocks.  Markets 
fears have since then eased following the takeovers of SVB and Credit Suisse, as the risk 
of contagion appeared to be contained. The Fed has maintained that the banking system 
is strong, however, we think that the risk of contagion or another bank failure still exists. 

A severe credit crunch which causes an economic slump
The recent bank turmoil has led to deposit withdrawals and caused liquidity issues at US 
regional banks. When banks are concerned with falling deposits, they are less willing to 
lend money which reduces the availability of loans to businesses and households. 
Tightening of lending standards will most likely weigh on consumer and business 
spending and in turn slow down the economy. Credit conditions had already tightened for 
some time, before the banking turmoil began, and will likely tighten further because of 
the financial stress. We remain humble to the high uncertainty of what the extent of 
these effects will be. 

Higher-for -longer rate regime 
Large unrealized losses from rising interest rates and a high proportion of uninsured 
ĐĔŇĽŎĥŔĽŊŎ ÿŊĔ ţĢÿŔ řıŔĥĶÿŔĔıũ ıĔĐ ŔĽ wĥıĥċĽķ «ÿııĔũ 5ÿķįƩŎ ċĽııÿŇŎĔƕ fŔĢĔŊ ĊÿķįŎ ţĥŔĢ
large losses and high proportion of depositors who that could potentially trigger a bank 
run are at also at risk. Higher rates will keep these unrealized losses elevated, making 
banks more vulnerable to solvency risks. In addition to banks, the real estate and private 
equity sector could also be hit by higher interest rates. 

Deterioration in macro or in the upcoming earnings season
Despite recent signs of improvement in the outlook, the path to recovery is expected to 
be slow and will likely be fragile. Sticky inflation, uncertainty from the war in Ukraine, 
rising US-China tensions and a banking crisis could all disrupt the recovery and weaken 
demand . Weaker demand could also lead to a sharp fall in future company earnings.

Figure 1: Higher-for-longer interest rates will keep unrealized losses at financial 
ĥķŎŔĥŔřŔĥĽķŎ ĢĥĞĢƘ ĥķċŊĔÿŎĥķĞ ŔĢĔ ŊĥŎį Ľĝ ÿķĽŔĢĔŊ w«5 ĢÿŇŇĔķĥķĞƗ

Figure 2: Unrealized losses on investment securities at FDIC-insured institutions have 
ŎĽÿŊĔĐ ÿĶĥĐ ŔĢĔ HĔĐƩŎ ÿĞĞŊĔŎŎĥŢĔ ĢĥįĥķĞ ċÿĶŇÿĥĞķ
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Return Estimates

Figure 2: 12 month forward looking return expectations for equities and bonds

Figure 4: Risk utilization since inceptionFigure 3: Absolute expected returns

Figure 1: 12 month forward looking return expectations
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Historical House View Allocation

Figure 2: High Yield

Figure 4: Fixed Income*Figure 3: Emerging Market Debt

Figure 1: Equities

* The 2014-2015 combined overweight to equities and fixed income was financed by an underweight to Investment 
Grade, Commodities, and EMD.
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House View Decision Variables

Figure 1:Central banks are most important for risk-taking at the moment, given a 
potential bank crisis. Macro is also important as the risk of a credit crunch looms.

Figure 2: Central banks and fiscal policy have increased in importance, while macro is more 
negative for equities than last month, as a credit crunch looms.

Central banks have increased in importance amid the global banking tumult, but have 
also become more negative
Å The Fed hiked rates in March and signalled some additional policy firming may be 

appropriate given the high inflation pressures
Å The central bank also indicated that rate cuts this year is not in its base case, despite 

higher recession risks following the collapse of SVB and Signature bank
Å 5ĽķĐ ĶÿŊįĔŔŎ ĐĥŎÿĞŊĔĔĐ ţĥŔĢ ŔĢĔ HĔĐƩŎ ŊÿŔĔ ĽřŔıĽĽį ÿķĐ ĶÿĐĔ ĊĔŔŎ Ľķ ŔĢÿŔ ŔĢĔ HĔĐ

will cut rates this year, due to tightened credit and a slowing economy  
Å Bond market volatility has been elevated amid a growing disconnect between 

markets and the Fed,  and will likely remain elevated as banking system concerns 
remain in focus

Earnings have fallen in importance as fourth-quarter earnings are behind us 
Å The decline in earnings the last quarter was not as bad as markets had expected 
Å However, we do not expect earnings to support equities going forward and see 

earnings as a negative factor for equities on a tactical horizon

Macro is still of high importance, but the outlook is gloomier as tighter credit 
conditions will likely weigh on the economy  
Å We see macro as a negative factor for equities at the moment as a banking crisis will 

likely lead to tighter lending standards at banks, which in turn reduces demand 
Å In our view, a systemic credit crunch is the biggest tail risk right now

On a 3-6M horizon, the House View committee remains constructive to equities
Å We prefer to hold risk utilization at 60% as the Fed is probably close to a peak in rates 

and may cut interest rates later this year, which would trigger a stock rally
Å Tightening credit conditions should hasten the disinflation process, which is already 

underway, and slow economic activity
Å A credit crunch increases the probability of rate cuts by the Fed this year
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Developments in the Markets

Figure 1: Global stocks declined in March after the US bank failures, but are still up YTD.  

HĥĞřŊĔ ǧƙ ?řŊĽŇĔÿķ *|Ǧ ĊĽķĐŎ řķĐĔŊŇĔŊĝĽŊĶĔĐ ŔĢĔ ċŊĔĐĥŔ ĶÿŊįĔŔ ÿĝŔĔŊ ¢5wƩŎ ĐĔÿı ŔĽ
ÿċŉřĥŊĔ 6ŊĔĐĥŔ wřĥŎŎĔ ţĥŇĔĐ ĽřŔ ǟǦǬ ĊĥııĥĽķ Ľĝ 6ŊĔĐĥŔ wřĥŎŎĔƩŎ *|Ǧ ĊĽķĐŎƕ

Global stocks fell amid concerns over financial vulnerability 
Equities declined in March as investors rushed into safe-haven assets amid the bank 
turmoil. The collapse of US regional banks SVB and Signature bank triggered fears of a 
global bank crisis, which quickly spread to European banks. Shares in Credit Suisse, the 
troubled and systemically important Swiss bank, dropped due to contagion fears. Swiss 
authorities backed UBS to acquire its rival Credit Suisse to prevent a financial meltdown. 
Market volatility spiked as investors swung between despair and hope for that contagion 
risks were contained. Amid the bank turmoil, the Fed hiked interest rates by 0.25 % in 
March. US equities rallied after the FOMC meeting, driven by expectations that the Fed is 
close to pause rate hikes. US stocks were flat in March and outperformed other 
developed markets, while emerging markets edged higher. European equities fell due to 
ċĽķċĔŊķŎ ĽŢĔŊ ?řŊĽŇĔÿķ ĊÿķįŎ ÿķĐ wţĔĐĔķƩŎ ĢĥĞĢıũ ıĔŢĔŊÿĞĔĐ ŇŊĽŇĔŊŔũ ĶÿŊįĔŔƕ

6ŊĔĐĥŔ ĶÿŊįĔŔŎ ţĔŊĔ ĶĥŨĔĐ ÿĝŔĔŊ 6ŊĔĐĥŔ wřĥŎŎĔƩŎ *|Ǧ ĐĔĊŔwipeout
Corporate bonds saw a huge repricing in March as investors sold riskier debt and sought 
safety in high-quality bonds, amid default concerns due to the banking turmoil. The yield 
gap between HY and IG bonds widened and reached a five-month high, as low-quality 
bonds were priced wider to high-quality bonds. AT1 bonds fell sharply after a Swiss 
government-backed deal for UBS to buy Credit Suisse wiped out $17 billion of Credit 
wřĥŎŎĔƩŎ *|Ǧ ĐĔĊŔƕ |ĢĔ ĐĔÿı ıĔĝŔ ĊĽķĐ ĢĽıĐĔŊŎ Ľĝ 6ŊĔĐĥŔ wřĥŎŎĔƩŎ ŊĥŎįũ ĐĔĊŔ ĥķ ŔĢĔ ţĥķĐ ÿŎ
ŔĢĔũ ÿĊŎĽŊĊĔĐ ıĽŎŎĔŎƘ ţĢĥıĔ ŔĢĔ ĊÿķįƩŎ ŎĢÿŊĔĢĽıĐĔŊŎ ŊĔċĔĥŢĔĐ ŎĽĶĔ ċĽĶŇĔķŎÿŔĥĽķƕ

US treasury yields fell as bond markets increased their bets for Fed rate cuts
2-year US bond yields fell as much as 50 bps in March, causing a steeper US yield curve. 
Treasury yields declined after markets repriced a higher probability for Fed rate cuts this 
year and as investors rushed into treasuries for safety amid bank fears. At the FOMC 
March meeting, the Fed raised rates and announced that QT will continue at the same 
pace, which were expected. However, bond markets bet on that the Fed will cut rates 
this year, despite that Fed Chair Powell said he did not expect any cuts this year due to 
stubbornly high inflation. 
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Economy ǆDeveloped Markets

US core inflation rose, but hard data was soft as consumption fell and output was flat
Å US headline inflation slowed in February as expected while core inflation rose 

unexpectedly to 0.5%, indicating that consumers still face sluggish inflation
Å Producer prices fell in February, indicating easing inflation in the months to come 
Å The Fed hiked rates 25 bps and announced continued QT as expected in March, but its 

median projection for the terminal fed funds rate stayed unchanged 
Å But we expect that a slowdown in growth, falling inflation, moderating wages and a 

tighter lending standards will prompt the Fed to cut rates later this year
Å The ISM Manufacturing improved marginally in February, still indicating a contraction
Å US Retail sales declined last month, slightly below the consensus, after the strong 

rebound in January which was largely driven by unseasonably warm weather
Å The strength in consumption has been driven largely by temporary factors which 

should fade with normalizing weather and subdued household income growth
Å Industrial production in the US was flat last month, below the consensus
Å HĔĊŊřÿŊũ `Hp ŎřŊŇŊĥŎĔĐ ŔĽ ŔĢĔ řŇŎĥĐĔƘ ĊřŔ ĐŊĽŇŇĔĐ ĝŊĽĶ WÿķřÿŊũƩŎ ĮřĶŇ ÿķĐ ţĔ ĞĽŔ

downward revisions to January, signaling the US job market momentum is fading
Å Slowing hourly earnings growth indicate abating wage pressures in the US
Å Labor force participation increased slowly, but is well below pre-covid levels 
Å Unemployment edged up in February and we think that it will rise going forward as 

large and small businesses continue to cut jobs and freeze hiring 
Å Non-defense capital goods orders ex-aircraft slightly rose, above the consensus
Å NFIB and Fed capex plans signal that a decline in capital goods orders lies ahead

Inflation rose in the eurozone, but PMIs were a mixed bag in March
Å Data confirmed that eurozone core inflation rose in February
Å The ECB hiked rates by 50 bps, as expected, and President Lagarde emphasized the 
ŊĔŎĥıĥĔķċĔ Ľĝ ŔĢĔ ĔřŊĽŮĽķĔƩŎ ĊÿķįĥķĞ ŎĔċŔĽŊ ţĥŔĢ ŎŔŊĽķĞ ċÿŇĥŔÿı ÿķĐ ıĥŉřĥĐĥŔũ ŇĽŎĥŔĥĽķŎ
Å IřĥĐÿķċĔ Ľķ ŔĢĔ ?65ƩŎ ĝřŔřŊĔ ŇĽıĥċũ ţÿŎ řķċıĔÿŊƘ ĊřŔ ŔĢĔ ċĔķŔŊÿı Ċÿķį ŎĥĞķÿıĔĐ ÿ

shift to a more data-dependent policy approach going forward
Å March flash PMIs indicated an acceleration of growth in the service sector, while 

manufacturing activity contracted at a faster pace than in the previous month

Figure 2: The IMF recently lifted its global GDP growth forecast for 2023. US and 
European growth slowed last quarter, but were still above expectations

Figure 1: Manufacturing activity in the US and EU improved, but still contracted. 
Business surveys indicated that only the services sector expanded last month. 
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Economy ǆEmergingMarkets

Figure 1: Business activity in Emerging Markets has improved. EM indicators for both 
services and manufacturing are expanding. Taiwan and South Korea are laggards.

Figure 2: Chinese central bank expanding its balance sheet to prevent CPI deflation

Aggregate macro indicators for Emerging Markets improved in February
Å Overall business activity continued to expand in Emerging Markets in February, led by 
6ĢĥķÿƩŎ ŊĔĊĽřķĐ ĥķ ĞŊĽţŔĢƘ ţĢĥıĔ |ÿĥţÿķ ÿķĐ wĽřŔĢ XĽŊĔÿ ıÿĞĞĔĐ ŔĢĔĥŊ ŇĔĔŊŎ

Å The IMF bailed out Sri Lanka by giving it a $3 billion dollar loan to help the country 
deal with its debt burden and support public finances for education, roads etc.
Å *ıŔĢĽřĞĢ ŔĢĔ ŎũŎŔĔĶĥċ ŊĥŎį Ľĝ wŊĥ ZÿķįÿƩŎ ĐĔĝÿřıŔ ĥŎ ıĽţƘ ĥŔ ĢĥĞĢıĥĞĢŔŎ ÿ ĊŊĽÿĐĔŊ

problem that many low-income countries in the region face, i.e. rising debt levels
Å An increasing number of low-income face debt challenges due to higher 

interest rates and fiscal deficits   

The PBoC continued to pursue its accommodative policy amid disinflation in February 
Å Chinese inflation dropped in February, well below the consensus
Å Inflation for food and non-food items eased sharply as consumers remained 

cautious, despite China abandoning its strict Covid-19 restrictions 
Å The PBoC expanded the M2 money supply in February, while it also cut the RRR to 
ŎřŇŇĽŊŔ Ċÿķį ıĔķĐĥķĞ ÿķĐ 6ĢĥķÿƩŎ ĔċĽķĽĶũ
Å The low Chinese inflation should allow the PBoC to continue with its expansive 
ĶĽķĔŔÿŊũ ŇĽıĥċũ ŔĽ ŎřŇŇĽŊŔ 6ĢĥķÿƩŎ ĔċĽķĽĶĥċ ŊĔċĽŢĔŊũ ĝŊĽĶ ŔĢĔ ŇÿķĐĔĶĥċ ÿķĐ ĥŔŎ
troubled property market

Å Nevertheless, the Chinese central bank also remain wary of inflation pressures 
ĊřĥıĐĥķĞ řŇ ĝĽııĽţĥķĞ ŔĢĔ ċĽřķŔŊũƩŎ ŊĔĽŇĔķĥķĞ

Å Chinese business activity accelerated in February as PMIs indicated that the services 
sector grew at a faster pace, while manufacturing expanded for the first time in seven 
months 
Å Data showed a rebound in demand for manufacturing as new orders and new 

exports increased for the first time since last July
Å 6ĢĥķÿƩŎ ŎĔŊŢĥċĔŎ ŎĔċŔĽŊ ĔŨŇÿķĐĔĐ ÿŔ ŔĢĔ ĝÿŎŔĔŎŔ ŇÿċĔ ĥķ ŎĥŨ ĶĽķŔĢŎƘ ÿŎ ŔĢĔ ŊĔĶĽŢÿı

of covid restrictions helped to further strengthen demand
Å 6ĢĥķÿƩŎ ĥķĐřŎŔŊĥÿı ŇŊĽĐřċŔĥĽķ ĥķċŊĔÿŎĔĐ ıĔŎŎ-than-expected during January-February
Å The below-trend Chinese growth supports further policy easing by the PBoC



17

Overview
House View factors
Macroand Markets
Market and Fair Value Indicators
In Focus
Asset Class and SectorViews



18

The level of US macro is still below its 5y trend due to low business confidence
Å Our macro level indicator has stayed negative amid weak business sentiment
Å A net percentage of firms in the Philly Fed survey reported declining activity and the 

future activity index indicated weak growth expectations over the next six months
Å ISM manufacturing rose slightly higher, but signaled a contraction in factory activity 

and lower production levels to match weaker demand in the first-half of 2023   
Å US macro momentum was barely positive over the last month, but was bumped up to 

positive territory by expanding business activity in the services sector
Å New orders and employment rose, while supplier deliveries and price pressures fell

Overall US macro surprised to the upside in March 
Å Solid service activity and stabilization of the housing market contributed positively 
Å ISM service PMI fell marginally in February, but still came in higher than consensus
Å New home sales in the US rose more-than-expected to a one-year high in January, 

on the back of higher sales in the South and signs of a property market stabilization 

SEB House View ǆUS Macro Status

Figure 1: The US macro level has remained below its trend due to historically low 
business sentiment

Figure 3: US services PMI and new home sales have surprised strongly to the upside, 
contributing the positive reading in our macro surprise indicator

Figure 2: US macro momentum has been driven by improving business confidence

Source: SEB House View

Source: SEB House ViewSource: SEB House View
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SEB House View ǆEU Macro Status

Figure 1: The EU macro level has continued to improve, but remains under its trend

Figure 3: EU macro disappointed in March, due to lower business sentiment and consumptionHĥĞřŊĔ ǧƙ ?¢ ĶÿċŊĽ ĶĽĶĔķŔřĶ ĥŎ ĥķċŊĔÿŎĥķĞıũ ŇĽŎĥŔĥŢĔ ÿĝŔĔŊ IĔŊĶÿķũƩŎ ŊĔĊĽřķĐ

* ŊĔĊĽřķĐ ĥķ IĔŊĶÿķũƩŎ ĥķĐřŎŔŊũ ċĽķŔŊĥĊřŔĔĐ ŔĽ ŇĽŎĥŔĥŢĔ ĶÿċŊĽ ĶĽĶĔķŔřĶ ĥķ ŔĢĔ ?¢
Å Macro momentum in the EU has been positive over the last month, due to the strong 

pick-řŇ ĥķ IĔŊĶÿķũƩŎ ĥķĐřŎŔŊĥÿı ŎĔċŔĽŊƘ ţĢĥċĢ ĥŎ ÿ ŇĽŎĥŔĥŢĔ ŎĥĞķÿı ĝĽŊ ĞŊĽţŔĢ ÿĢĔÿĐ
Å January industrial production and factory orders unexpectedly MoM rose month-on-

month after contracting in December
Å Warmer weather and lower energy costs in January helped to drive industrial 

production MoM, especially in construction and energy-intensive industries
Å The increase in German factory orders was mainly due to stronger capital goods 

demand, in particular for aircraft and spacecraft construction

German business sentiment and retail sales have surprised to the downside
Å The current assessment Ifo index marginally fell in February vs. expectations of better 

sentiment, as manufacturers reported slightly worse business conditions
Å Real German Retail sales declined MoM in January compared to an expected increase.
Å Elevated inflation and uncertainty impacted consumers negatively. Source: SEB House View

Source: SEB House ViewSource: SEB House View
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SEB House View ǆEM Macro Status

Figure 1: The EM macro level stabilized amid improved business sentiment in China 
improved 

Figure 3: Falling production in Taiwan and HK exports contributed negatively to surprisesFigure 2:EM macro momentum turned positive due to better PMIs from China

?_ ĶÿċŊĽ ĶĽĶĔķŔřĶ ŔřŊķĔĐ ŇĽŎĥŔĥŢĔ ĥķ _ÿŊċĢ ÿŎ 6ĢĥķÿƩŎ ĔċĽķĽĶũ ŊĔŔřŊķĔĐ ŔĽ ĞŊĽţŔĢ
Å 6ÿĥŨĥķ p_O ĥķĐĥċÿŔĔĐ ŔĢÿŔ 6ĢĥķÿƩŎ ĶÿķřĝÿċŔřŊĥķĞ ŎĔċŔĽŊ ĔŨŇÿķĐĔĐ ĥķ HĔĊŊřÿŊũ ÿĶĥĐ
6ĢĥķÿƩŎ ŊĔĽŇĔķĥķĞƘ ĝĽŊ ŔĢĔ ĝĥŊŎŔ ŔĥĶĔ ŎĥķċĔ ıÿŎŔ WřıũƘ ĝĽııĽţĥķĞ ÿ ċĽķŔŊÿċŔĥĽķ ĥķ WÿķřÿŊũ
Å Manufacturers reported increases in new orders and output due to stronger 

demand, higher employment and shorter delivery times amid easing supply chains
Å 6ÿĥŨĥķ wĔŊŢĥċĔŎ p_O ŎĥĞķÿıĔĐ ŔĢÿŔ 6ĢĥķÿƩŎ ŎĔŊŢĥċĔ ŎĔċŔĽŊ ĞŊĔţ ÿŔ ŔĢĔ ĝÿŎŔĔŎŔ ŇÿċĔ ŎĥķċĔ
*řĞřŎŔ ıÿŎŔ ũĔÿŊƘ ĝĽııĽţĥķĞ ŔĢĔ ċĽřķŔŊũƩŎ ĔŨĥŔ ĝŊĽĶ ĥŔŎ ·ĔŊĽ-Covid policy 

EM macro surprises were overall slightly negative amid slowing global demand 
Å |ÿĥţÿķƩŎ ĥķĐřŎŔŊĥÿı ĽřŔŇřŔ ĐĔċŊĔÿŎĔĐ ũƥũ ĥķ WÿķřÿŊũ ÿŔ ŔĢĔ ŎŔĔĔŇĔŎŔ ŇÿċĔ ŎĥķċĔ ǧǤǤǮ
Å Production fell across all industries and came in well below the consensus

Å Hong Kong Exports YoY dropped the most in 70 years in January as exports to all 
major markets fell, amid slowing global demand and the Lunar New Year celebration

Å Having said that, the hard economic data above comes with a significant lag and we 
expect that EM macro will pick up due to stronger post-Covid demand from China  Source: SEB House View

Source: SEB House ViewSource: SEB House View
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SEB House View ǆRisk Indicator

Figure 2: SEB House View Risk Indicator ǆShort Time Horizon

Figure 3: Extreme states plotted on S&P 500 Figure 1: SEB House View Risk Indicator

Global risk sentiment sharply dropped in March after the US regional bank failures
Å Our risk appetite indicator fell from euphoria to a slightly positive level in March
Å The US bank failures shook investor confidence for the banking sector and 

increased recession fears which led to a sell-off of risky assets 
Å Amid this risk-off trade, the underperformance of small vs. large cap stocks and 

financials against consumer staples contributed most to the fall in our risk indicator  
Å Economic policy uncertainty also rose amid a gloomier economic outlook, elevated 

uncertainty and expectations for more bank regulations from policymakers
Å Risk appetite could remain low in the near-term as investors are more cautious now

Source: SEB House View

Source: SEB House ViewSource: SEB House View


