
Tactical Perspective: Macro    Bonds    Equities    Other Asset Classes    

 

 

 

AquilaViewpoints 
Market Outlook  | 4th Quarter 2022 

Executive Summary 

• Central bank interest rate hikes will slow economic growth sig-

nificantly in coming months. 

• While the world economy is still in decent shape, with labor 

markets robust, various sentiment indicators are becoming 

gloomier. 

• Russia’s territorial losses in eastern Ukraine increase the pres-

sure on Vladimir Putin. Russia’s recently announced partial mo-

bilization will undermine support within Russia for its war in 

Ukraine.  

• Sharp hikes in key interest rates and the process of central 

bank balance sheet reduction point to an economic slowdown.  

• Central banks aim to bring current unacceptably high rates of 

inflation back to target levels around 2%. 

• Government bond yields continue to rise, and the US yield 

curve has become more inverted. 

• Equity markets are due for another reality check. Valuations 

have come down significantly, but earnings estimates for com-

ing quarters are probably still too high. 

• The US dollar continues to trend higher. The euro, on the other 

hand, is suffering from the Eurozone’s multiple problems. 

• Gold has come under pressure due to higher yields and the 

strong US dollar. 

Our macroeconomic assessment 

Business cycle 

• We have adjusted our growth forecasts for 2022 as follows: 

World 2.7% (previously 2.9%), US 1.9% (2.1%), EU 2.3%, Ja-

pan 1.9% (2.2%), China 3.7%, UK 2.8%, Switzerland 1.9%. 

(2.0%). For 2023 we expect the following growth rates: World 

2.5%, US 0.9%, EU 0.3%, Japan 1.5%, China 4.9%, UK 0.2%, 

Switzerland 1.0%. 

• High and persistent inflation is forcing central banks to raise pol-

icy interest rates sharply. A change of course by the central 

banks in this regard is not in sight. Our revised growth esti-

mates for 2023 imply a recession in many regions. 

• The ZEW’s September survey of the current economic situation 

in Germany reported a fall to minus 60.5 points (-12.9). The last 

three major corrections (2003, 2009 and 2020) were associated 

with eventual lows in this metric around minus 95 points. 

• None of the major economies is currently in recession in any 

meaningful sense despite the US marginally meeting the tech-

nical definition of one. America's “technical recession” should 

be considered alongside her strong labor market and high rate 

of industrial capacity utilization (around 80%). 

• The increasing burden on households and companies has to be 

addressed by fiscal policy and other government measures. 

Monetary policy 

• The more important central banks raised their key interest rates 

by 50 to 75 basis points. Inflation has to return to the target 

level of 2%. The Bank of Japan has left interest rates un-

changed. 

• Further tightening is expected and a recession would be ac-

cepted. 

• While headline inflation is declining in the US, it continues to 

rise in Europe. The persistent price rises in certain sectors (for 

example rents) contribute particularly to the core inflation rate 

and puts upward pressure to it. This rose in the US another 

0.4% to 6.3% year-on year in August. 

• Interest rate hikes only have an indirect effect on inflation in that 

they produce an economic slowdown. But reducing the size of 

central bank balance sheets has a more direct effect in that it 

will slow the rate of growth of the money supply. The balance 

sheet total of the G4 group of central banks will now fall signifi-

cantly as a result of quantitative tightening in the US and the 

UK. And the ECB is scheduled to discuss reducing its balance 

sheet in October. 

Source: Bloomberg Finance L.P.  

Core inflation, last 5 years 
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EUR/USD, last 5 years 
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Disclaimer 
Produced by Investment Center Aquila Ltd. 
Information and opinions contained in this document are gathered and derived from sources which we believe to be reliable. However, we can offer no undertaking, 
representation or guarantee, either expressly or implicitly, as to the reliability, completeness or correctness of these sources and the information provided. All infor-
mation is provided without any guarantees and without any explicit or tacit warranties. Information and opinions contained in this document are for information pur-
poses only and shall not be construed as an offer, recommendation or solicitation to acquire or dispose of any investment instrument or to engage in any other trans 
action. Interested investors are strongly advised to consult with their Investment Adviser prior to taking any investment decision on the basis of this document in order 
to discuss and take into account their investment goals, financial situation, individual needs and constraints, risk profile and other information. We accept no liability 
for the accuracy, correctness and completeness of the information and opinions provided. To the extent permitted by law, we exclude all liability for direct, indirect or 
consequential damages, including loss of profit, arising from the published information. 

 

Our investment policy conclusions 

Bonds 

• At its most recent meeting, the Fed confirmed its tightening 

course with a further large increase in policy rates and indica-

tions that further interest rises are in prospect. Moreover, as of 

September the rate of quantitative tightening (whereby maturing 

bonds will no longer be reinvested) has doubled to $95 bn a 

month. The Fed is thus steadily reducing its presence as a 

buyer of government bonds and mortgage-backed securities. 

• The USD yield curve reacted to the Fed’s announcements, es-

pecially at the “short end”. The yield on 2-year paper rose again 

significantly and is currently trading around 4.1%. Even at the 

"long end" yields rose (10-year maturity at 3.75%). It seems as 

if the Fed will ultimately be successful in fighting inflation. 

• The ECB not only has to control the EUR yield curve, but also 

the yield differentials between the individual countries. We 

therefore assume that the ECB's Transmission Protection In-

strument (TPI) will soon be activated. This involves the sale of 

bonds of the “core” countries and re-investment in bonds of the 

“peripheral” countries. 

Source: Bloomberg Finance L.P. 

Equities 

• Central bank commitments to further tighten policy in the fight 

against inflation have so far only been partially anticipated of 

the stock markets which have so far seemed to resist the in-

creasing headwinds. 

• Stock market optimism had previously been supported by the 

"narrative" of an imminent reversal of course (in 2023) on the 

part of the Fed to a renewed "friendlier mode" with interest rates 

falling again. The Fed’s last policy meeting shattered any re-

maining belief in that narrative and stock markets came under 

renewed pressure. 

• Stock markets now face a reality check: Are the expected prof-

its for 2023/2024 realistic and is the valuation of these profits 

(via the price-earnings ratio) appropriate? Rising real interest 

rates are negatively correlated with P/E ratios and could put 

them under further pressure. 

• Geopolitical risks pose an additional threat to the equity mar-

kets. We therefore remain cautious and neutrally positioned in 

the equity quota. We recommend underweighting European eq-

uities due to the various uncertainties (politics, the euro, energy 

supply. 

Forex 

• The US dollar has been one of the big winners since the begin-

ning of the year as it generally benefits from rising uncertainty. 

Other reasons for the increased flow of capital back to the US 

are a (relatively) strong US economy, America’s distance from 

the war in Ukraine and high and rising interest rate differentials 

in favor of the dollar, especially against the euro and the yen. 

The recent interest rate cut by the Chinese central bank only in-

tensified the dollar’s general upward trend.  

• In the meantime, however, there is increasing discontent with 

the dollar’s strength. The Bank of Japan, for example, has al-

ready envisaged interventions in FX markets to support the yen, 

although it is sticking to its policy of controlling the Japanese 

yield curve. 

• A further weakening of the euro is also evident on the foreign 

exchange markets. This has recently been accentuated by the 

partial mobilization of Russian armed forces. The looming en-

ergy crisis is also weighing heavily on the outlook for Europe. 

Source: Bloomberg Finance L.P. 



 

 

 

 

 

 

 

 

 

 

 

 Meeting of the investment advixory commitee: 29.09.2022    
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 Liquidity 13% +3% 10% +2% 7% 0% 

              

Fixed income 55% +5% 32% +2% 15% 0% 

incl. Bond Funds             
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Stocks 25% 0% 50% 0% 65% 0% 

incl. Stock Funds and ETF             

              

Others 7% -8% 8% -4% 13% 0% 

Real Estates, Commodities, 
Gold, Structured Products, Al-
ternatives 

            

  100%   100%   100%   

Investment Strategy 4th Quarter 2022 

In the third quarter, the energy supply has not only been in the focus of investors, but has also become a worri-
some issue for the entire population. In particular, the shortage of gas and electricity is fueling concerns of a 
possible blackout in the coming winter. 
The announced energy-saving measures and the - in part - dramatic rise in energy prices are sparking fears of 
production losses in the industry and of a drop in earnings, triggered by the high energy costs and the rising in-
flation. Towards the end of the third quarter of 2022, inflation concerns pushed CHF 10-year rates to multi-year 
highs of over 2.3 %. However, the rising interest rates could be slowed down by recession-preventing measures 
taken by the central banks. 
The abundance of negative influencing factors continues to keep the global equity markets under pressure. The 
key equity indices have dropped essentially across the board by ca. 20 % or more this year. High inflation expec-
tations also caused interest rates to rise, and - in turn - bond valuations to fall. 
The State Secretariat for Economic Affairs (SECO) anticipates a significant weakening of the economy. The Fed-
eral Expert Group on Business Cycles downgraded its expectations for GDP growth to 2 % for 2022 and 1.1 % for 
the coming year. As recently as June, the Expert Group was forecasting GDP growth of 2.6 % and 1.9 %, respec-
tively. 
If the Federal Expert Group is right, a recession could be avoided. This would be a positive surprise for the mar-
kets. 
We continue to favor investments in high-quality stocks from companies with a consistent management, a clear 
strategy, and a continuous dividend strategy. We are adjusting our investment strategy to the extent that we are 
increasing the investment quota of the categories “Liquidity” and “Fixed income” at the expense of the category 
“Others”. 

Additional parameters 
 

Reference currency CHF 

 

Currency allocation 

CHF min. 50 % 

EUR max. 20 % 

USD max. 20 % 

GBP max. 15 % 

Other max. 20 %   

 (max 10 % per currency) 

 

 

 

Variations +/- 5 % are possible for 

the various investment categories. 


