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Review – Encouraging start to 2023 

 

Global financial markets got off to a very friendly start to the year in January. Both the equity and bond 

markets tended positively worldwide. The robust performance in January is due to several factors. First of 

all, disinflation – i.e. the decline in inflation rates – continued overall. Inflation rates are still too high in 

many cases, but the disinflationary trend is now pronounced. The first disinflationary signs of wage growth 

have also recently emerged on the important US labor market. These starting improvements on the inflation 

front triggered a great deal of euphoria on the markets: market interest rates for long maturities fell, while 

market participants began to price in further interest rate cuts by the US central bank FED. Consequently, 

the interest rate and central bank environment was friendly in January. Not only did the bond markets 

benefit from this, but also valuation and liquidity-sensitive equity market segments (technology and growth 

stocks). In addition, the global macroeconomic prospects have brightened moderately in recent weeks, so 

the tactical investment environment was characterized by a moderate sweet spot. In Europe, market prices 

for energy have fallen significantly as a gas shortage this winter can now be ruled out. In China, the 

government somewhat surprisingly abandoned the Zero-Covid Policy in December. The resulting severe 

Corona wave is weighing on the current economic data, but the enforced herd immunity will noticeably 

increase economic activity over the course of the year. Against this backdrop, cyclical equity market regions 

(Europe, China, emerging markets) and segments as well as corporate bonds were also able to come up 

with a robust performance in January. The few segments that could not benefit from this risk-on mode 

were defensive stocks and the US Dollar. There was hardly any demand for these, and they have shown a 

clear relative weakness. The price of gold, on the other hand, was able to benefit from falling interest rates 

and the weakness of the USD. 

 

Equity markets around the world ended January with positive returns. The markets in Europe (+9.7%), 

Germany (+8.7%) and Asia (+8.2%) performed best. The Swiss equity market also ended the past month 

with a positive result (+5.5%). 

 

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

Switzerland 2.0 0.6 2.9 2.1 1’784 → ↗ 1.35 1.45 1.40 - - -

Germany 1.8 -0.4 8.7 6.6 15’345 → ↗ 2.30 2.40 2.10 - - -

Eurozone 3.3 0.1 8.4 5.8 4’214 → ↗ - - - 0.99 0.99 1.02

United Kingdom 4.1 -0.9 9.1 7.0 7’886 → ↗ 3.26 3.60 3.30 1.11 1.12 1.15

United States 2.0 0.5 8.0 3.8 4’111 → ↗ 3.62 3.90 3.50 0.93 0.93 0.93

Japan 1.3 1.3 2.5 1.9 27’685 → ↗ 0.50 0.40 0.40 142 142 137

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 3.2 5.0 2.6 3.0 660 → ↑ - - - - - -

China 3.0 5.1 2.0 2.3 70 → ↑ 2.90 2.90 3.00 6.79 7.00 6.70
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Ten-year government bond yields have fallen significantly in developed markets over the past month but 

increased slightly in emerging markets. Interest rates fell the most in the United States (-0.37% to 3.51%), 

the United Kingdom (-0.34% to 3.33%) and Switzerland (-0.34% to 1.28%), while they rose slightly in 

China (+0.06% to 2.90 %) and Japan (+0.07% to 0.50%). 

 

Currency markets moved within normal limits in January. The Swiss Franc weakened against the Euro         

(-0.5% to CHF 1.00) and the British Pound (-0.9% to CHF 1.13) and remained unchanged against the US 

Dollar (CHF 0.92). The US Dollar continued to weaken against the Euro (-1.5% to USD 1.09). 

 

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

the end of the month (+5.7% to USD 1,928 per troy ounce), the oil price fell slightly (WTI, -1.7% to USD 

78.87 per barrel). Hedge funds ended the past month with a positive return (+1.7%). 

 

 

Outlook – Slightly better outlook 

 

The medium-term market outlook has brightened moderately. However, the financial markets have 

meanwhile priced in and even overpriced the improved investment environment, so that interim phases of 

consolidation are to be expected. Inflation rates have peaked and will fall noticeably over the course of the 

year. However, a noticeable normalization of inflation rates to pre-crisis levels is not realistic for the time 

being. This circumstance could come as a negative surprise to the financial markets over the course of the 

year, since they are firmly assuming that inflation rates will fall significantly. The same applies to the global 

central banks. The inflation environment suggests that the central banks will soon end their interest rate 

hikes and then wait and see. Financial markets, on the other hand (particularly for the FED), are firmly 

anticipating key interest rate cuts in the second half of the year, which currently does not seem plausible. 

As a result, monetary policy will continue to weigh on fundamentals and weigh on corporate earnings. In 

this environment, sustained gains on the equity markets would only be possible through a sharp increase 

in valuations. Bonds (especially quality bonds), on the other hand, are likely to benefit moderately from 

the end of interest rate hikes and the fall in inflation. Finally, China remains an important market driver. 

The current weakness of the real estate market and the severe Corona wave are putting the Chinese 

economy under great pressure. However, a recovery of the Chinese economy is to be expected. This 

development, flanked by USD weakness, should support emerging market equities in 2023. 

  

Based on the above statements, we continue to expect light recessions in Europe and the United States for 

the current year. Switzerland should be able to avoid this. 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. 

 

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. 

 

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 advantage of their 

trading techniques. 
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