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INVESTMENT PERSPECTIVE
KEY ECONOMIC DATA PUBLISHED
IN MARCH
 China's Caixin PMI Manufacturing
dropped to 48.1 in March, below
market expectations of 50.
 China's February exports jumped by
16.3% (YoY), above forecasts of
15.7%; imports rose by 15.5%, above
expectations of + 15%.
 Economic sentiment in the Eurozone plunged in March (ZEW survey
at - 38.7 vs. + 48.6 in February). The
PMI Composite number dipped from
55.5 to 54.5 (forecast of 53.8).
 In Germany, economic sentiment
(ZEW survey) plunged in March
(- 39.3 vs. + 54.3 in February). The
IFO Business Climate Index fell to
90.8, below forecasts of 94.2.
 US consumer confidence increased
to 107.2 in March, above forecasts.
 The Markit US Manufacturing PMI
Index rose to 58.5 in March vs. 56.5
expected. The Services PMI was also
higher than expected, at 58.9.
 US payrolls in the private sector
rose by 654K in February compared
to forecasts of + 413K, with January
numbers being revised upwards from
+ 444K to + 448K.

The month of March was characterised by two distinct periods for financial
markets as early-month weakness was followed by a strong rebound of risk
assets. The MSCI World in local currencies gained 2.9%, with the S&P 500
ending 3.6% higher, whereas the Euro Stoxx 50 dropped by only 0.6% after
recovering most of its early-month losses. This performance of equities was
quite impressive considering the dramatic events in Ukraine, and also in view
of the significant rise of bond yields. An increasingly hawkish Fed triggered a
51bps rise of 10-year Treasury yields, with 10-year Bund yields also jumping
by 41bps. In FX markets, the US dollar appreciated while the Japanese yen
plunged by 5.5% vs. the USD, mainly as a result of the diverging monetary
policies between the Bank of Japan and the Federal Reserve. It was another
strong month for commodity prices, even if those of energy and gold ended
the month well below early-March peak levels. Gold spiked to $2’050 per
ounce on March 8, before declining significantly to finish the month at a level
of $1’937 per ounce.
Since the beginning of the year, bond markets have had a rough ride and the
drawdown of bond indices has been severe. This has been firstly due to the
impact of the Federal Reserve’s very hawkish shift towards both higher rates
and a faster pace of these hikes, and also the upcoming contraction of the
central bank’s balance sheet. Markets are now pricing in a 50bps rate hike at
the May’s FOMC meeting, with other 50bps hikes also appearing as likely.
Corporate credit markets have also been hurt by significant spread widening,
whereas positions in Russian and Ukrainian debt has severely hurt investors
exposed to issuers from these countries. The first-quarter performances of
the main bond indices range from -5% to -10%, meaning that they have more
or less been in line with the performances of equity indices.
EUROPEAN EQUITIES ARE CLOSE TO THEIR PRE-WAR LEVELS
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+ 51bps
THE STEEP RISE OF 10-YEAR
TREASURY YIELDS IN MARCH

The chart shows that the decline of European equities accelerated after the
beginning of the Russian invasion of Ukraine on February 24. Most European
assets were under pressure due to the proximity of the war and the severe
impact that sanctions have had on energy and several other commodity
prices. The Euro Stoxx 50 index plunged by close to 11% during the first week
of March before staging a quite remarkable turnaround. As mentioned in our
previous newsletter, this behaviour of markets has often been observed in
the past, but the fast recovery of equity markets was still unexpected.
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INVESTMENT STRATEGY

PORTFOLIO ACTIVITY/NEWS

We are pleased to report that our end-February decision not
to cut equity positions at the onset of the war in Ukraine has
been vindicated in view of their strong recovery since early
March. Our assumption was that the war, as dramatic as any
conflict always is, would have only a limited and temporary
effect on markets, as often observed historically. Our equity
allocation has recently been reduced and, were equities to
record further gains, we intend to continue moving their
exposure towards a neutral positioning.

March was a positive month for the portfolios. There was a
significant amount of dispersion between the performances
of the different funds. Most fixed-income exposures posted
negative returns whereas the majority of equity funds ended
the month with gains. The best contributions were provided
by the metal mining fund, the trend-following CTA strategy,
the real assets fund, and the recently added global equity
fund. The main detractors were the Chinese equity fund, one
of the high yield strategies, as well as long duration bond
funds. For non-USD denominated portfolios, the appreciation
of the dollar also contributed to the positive performance.

The fixed-income asset class has had a challenging start to
the year, due to fast-rising rates and wider credit spreads. As
a reminder, our allocation to the asset class is underweight,
in particular towards investment-grade, and the duration is
low overall. Last year’s gradual shift towards more marketneutral strategies such as event-driven or long/short credit
has been very helpful this year. These strategies have been
much more resilient and much less volatile than most longonly fixed-income strategies.

In March, we trimmed some of the positions having outperformed and thus raised the portfolios’ level of cash. We took
advantage of the strong rebound of equity markets from
their early-March lows to carry out these transactions. We
also boosted the exposure to the US dollar and have hence
reduced its underweight compared to the reference index.
For the balanced portfolios which are not denominated in
dollars, the allocation has increased from 10% to 15%.

MARKETS COULD WELL REMAIN
RANGEBOUND IN THE NEAR TERM

End 2021

February 2022

March 2022

MTD

2022

Equities
S&P 500
Euro Stoxx 50
MSCI EM

4’766.2
4'298.4
1’232.0

4’373.9
3'924.2
1’171.3

4’530.4
3'902.5
1’141.8

+ 3.6%
- 0.6%
- 2.5%

- 4.9%
- 9.2%
- 7.3%

Yields
UST 10-year
Bund 10-year
BBB EU

1.51%
- 0.18%
0.95%

1.83%
0.13%
1.78%

2.34%
0.55%
2.09%

+ 51bps
+ 42bps
+ 31bps

+ 83bps
+ 73bps
+ 114bps

1.137
0.913
1.038
1.353

1.122
0.917
1.029
1.342

1.107
0.923
1.021
1.314

- 1.3%
+ 0.6%
- 0.8%
- 2.1%

- 2.6%
+ 1.1%
- 1.6%
- 2.9%

232.4
USD 75.2
USD 1’829

269.1
USD 95.7
USD 1’909

295.2
USD 100.3
USD 1’937

+ 9.7%
+ 4.8%
+ 1.5%

+ 27.0%
+ 33.4%
+ 5.9%

Currencies
EUR/USD
USD/CHF
EUR/CHF
GBP/USD
Commodities
premières
CRB Index
Oil (WTI)
Gold
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