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Review – Equity markets continue to advance 

 

Equity markets continued to advance in November. Clear signals of disinflation and the associated 

expectation of a less tight monetary policy largely determined the general performance pattern in 

November. Accordingly, the published consumer inflation data and producer prices were clearly lower than 

expected. Against this background, it can be assumed that the US Federal Reserve will only raise the key 

interest rate by 0.50% at the next meeting on December 14th and will announce a significant slowdown in 

the rate of tightening (so-called Fed pivot). Consequently, the partial pricing of the Fed has had profound 

effects on the financial markets. Fixed income markets have benefited from easing interest rate pressures 

overall, with long-dated bonds (10+ years) outperforming as signs of disinflation are increasingly flanked 

by signs of recession. In the equity markets, valuation-sensitive segments such as technology and growth 

stocks outperformed. These segments are structurally dependent on central bank liquidity and react 

positively if a less severe withdrawal of liquidity is to be expected. Emerging market equities have also 

benefited from the Fed pivot. In addition, this segment was clearly oversold in October and therefore even 

mild positive news was enough for a clear countermovement. In commodities, gold has benefited from the 

expected Fed pivot as the prospect of easing (real) interest rate pressures mitigates gold's opportunity 

cost. Thus, in the tactical scenario, gold has a very close correlation with the technology and growth 

segment. The US Dollar was by far the biggest loser of the expected Fed pivot. The USD had been heavily 

overvalued for some time and was clearly overbought. The main pillar behind its strength was the very 

hawkish Fed policy. Since this factor is now expected to lose strength, the USD sell-off is the logical 

consequence and also has profound consequences for investors with other reference currencies: US assets 

and also global investment vehicles, which usually have a very high USD exposure, yield significantly less 

in other currencies than in the local currency. 

 

Equity markets around the world ended November with positive returns. The markets in Asia (+18.7%), 

Europe (+9.6%), and China (+8.9%) performed best. The Swiss equity market also ended the past month 

with a positive return (+2.9%). 

 

GDP 22 GDP 23 CPI 22 CPI 23 Actual 3 Mths 12 Mths Actual 3 Mths 12 Mths Actual 3 Mths 12 Mths

Switzerland 2.2 0.7 2.9 2.0 1’716 → ↗ 1.05 1.40 1.50 - - -

Germany 1.7 -0.6 8.6 6.6 14’464 → ↗ 1.86 2.20 2.10 - - -

Eurozone 3.2 -0.1 8.5 6.0 3’965 → ↗ - - - 0.99 0.98 0.99

United Kingdom 4.3 -0.9 9.0 7.0 7’585 → ↗ 3.09 3.70 3.40 1.15 1.12 1.12

United States 1.8 0.4 8.1 4.3 4’072 → ↗ 3.54 4.00 3.75 0.94 0.99 0.96

Japan 1.5 1.2 2.4 1.6 27’820 → ↗ 0.26 0.20 0.25 145 145 143

GDP 22 GDP 23 CPI 22 CPI 23 Actual 3 Mths 12 Mths Actual 3 Mths 12 Mths Actual 3 Mths 12 Mths

Asia ex Japan 3.4 4.9 2.8 3.0 625 → ↑ - - - - - -

China 3.2 4.9 2.2 2.3 62 → ↑ 2.92 2.75 2.85 6.95 7.25 7.10

Currencies (vs CHF)
Developed Markets

Growth (%) Inflation (%) Equities Bonds (10 Years)

Currencies (vs USD)
Emerging Markets

Growth (%) Inflation (%) Equities Bonds (10 Years)
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Ten-year government bond yields have varied over the past month. While they were up in China (+0.27% 

to 2.92%), they fell in the United States (-0.44% to 3.61%), the United Kingdom (-0.36% to 3.16%), and 

Europe (-0.21% to 1.93%). Interest rates also fell slightly in Switzerland (-0.05% to 1.11%). 

 

Some of the currency pairs moved strongly in November, mainly due to the weakening of the USD. The 

Swiss Franc strengthened against the Euro (+0.6% to CHF 0.98), the British Pound (+0.7% to CHF 1.14), 

and the US Dollar (+5.9% to CHF 0.95). The US Dollar also weakened significantly against the Euro (-5.1% 

to USD 1.04). 

 

Alternative investments have had mixed returns over the past month. While the gold price was significantly 

higher at the end of the month (+8.3% to USD 1,769 per troy ounce), the oil price fell notably (WTI,            

-6.9% to USD 80.55 per barrel). Hedge funds closed last month unchanged. 

 

Outlook – Fundamental outlook remains difficult 

 

The medium-term market outlook is neutral. The favorable seasonality coupled with continued friendly 

inflation data could allow the equity markets to rise further. However, these advances would only be 

sustainable if the fundamental outlook brightened significantly. This, on the other hand, is proving to be 

difficult and shows increasing risks of recessions. The braking effects on the real economy due to the drastic 

tightening of monetary policy in 2022 will only show their full impact in 2023. In the case of crypto assets, 

which come up with new insolvency reports almost every week, the withdrawal of liquidity has already fully 

arrived. So far, no negative spillover effects on the traditional financial industry have been observed. In 

Europe, the fundamental situation is even grimmer. The winter recession has probably already started 

here. Although inflation rates have peaked and will continue to fall over time, it is unlikely that the inflation 

rate will normalize to pre-crisis levels in 2023. We can already see that workers are taking inflationary 

pressures into account in their wage demands and as a result some inflation is becoming persistent, 

particularly in the United States. The US Dollar, which is still strong compared to the previous year, rising 

wage costs and high energy prices form the perfect breeding ground for further falling profit margins. 

Earnings disappointments are therefore likely to increase further in 2023. Finally, China remains an 

important market driver. The current protests and the weak real estate market are putting Beijing under 

pressure to relax the tough Corona lockdowns and to intensify the fiscal and monetary stimulus for the 

economy. If this scenario occurs, China could surprise on the upside over the course of 2023. 

 

Based on the above statements, we assume slight recessions in Europe and the United States for the 

coming year, but Switzerland should be able to avoid one. The equity market acts as a leading indicator, 

should bottom out at some point in the first half of the year, and start an upswing. The corrections continue 

to offer entry opportunities in selected areas/sectors. We continue to favor Switzerland and the United 

States over Europe, with a focus on high-quality companies that benefit from long-term trends. We remain 

positive on Asia and China in particular, but we are adjusting our focus on China slightly due to the change 

in background following the party congress. We expect a countermovement in the coming months and will 

adjust our positioning in China thereafter. In the future, we would like to focus on strategically important 

sectors - in accordance with the new direction of the government. 

 

Market participants expect the US Federal Reserve to raise interest rates four to five times by mid-2023. 

The situation is similar in Europe, where five to six interest rate hikes by the European Central Bank (ECB) 

are currently priced in. The Swiss National Bank SNB is also likely to raise interest rates further. 

 

Trade policy disputes and geopolitical developments can continue to lead to strong movements on the 

currency markets. The Swiss Franc always serves as a safe haven during such periods. 
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Hedge funds continue to benefit from a normalization of correlations, volatilities and dispersion. They 

typically thrive when dispersion is high and correlations low, because then they can take full advantage of 

their trading techniques. 
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