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January 2023 

Recovery ahead? 

The beginning of the year is not so bad after a catastrophic 

2022, whose month of December did not help to recover the 

disappointing performance of 2022. The rate hikes announced 

during the month by the main central banks (Federal Reserve, 

European Central Bank and Swiss National Bank), although 

expected, sounded in the financial sky like the final bouquet of 

a firework display that no one had imagined, neither its length 

nor its scope. Under the impact of these new measures, and 

with no real prospect of a paradigm shift, the equity and bond 

markets had no choice but to correct to reflect this new brake on 

future economic prospects. In the US, the S&P500 index fell by 

5.95% in December, while the Nasdaq technology index fell by 

more than 8% in the face of rising yields. The latter closed the 

year down 32.5%! In Europe, the Stoxx 600 index lost 3.3% over 

the last month of the year, while the Swiss SMI index fell by 

3.6%. China surprised everyone by announcing the end of its 

rigorous Zero Covid policy and by an uncontrolled reopening of 

the country. Despite a resurgence of Covid cases in the country, 

markets welcomed the end of the restrictions and already 

anticipated the future improvement of the country's economic 

situation. The Hang Seng index welcomed these measures with 

a sharp rebound of +6.3%. On the fixed income front, sovereign 

curves also reflected the actions of central banks as well as the 

rather hawkish tone adopted by the Fed Chair Jerome Powell. 

US 10-year government bond yields rose by 25 bps during the 

month to end the year at 3.90% while German yields with the 

same maturity finished the year at 2.55%, 60 bps higher than at 

the end of November. Finally, the US Dollar seems to have 

evolved in a contrarian way compared to the messages sent by 

the equity markets, down -2.8% against the Euro, the foreign 

exchange market seems to be betting on an upcoming 

slowdown in rate hikes in the US, which would tend to reduce 

the rate differential between the Dollar and the Euro. In the 

meantime, gold benefited from the Dollar weakness, with the 

yellow metal climbing by 3%. 

Every new year has its good resolutions, and it would appear in 

these early days of 2023 that investors have decided to adopt a 

more positive reading of the latest developments; and we share 

this view! For example, the latest CPI (Consumer Price Index) 

figures published in the United States showed a deceleration of 

consumer price increases for the third month in a row. Wages in 

December also surprised positively. While they remain on the 

rise (+0.3% month-on-month), they also showed the beginning 

of a deceleration (+0.4% in November) which surprised most 

forecasters (year-on-year: +4.6% versus +5.1% expected). 

Admittedly, the job market remains very strong, as shown by the 

extremely high number of new jobs created. But the impact of 

the FED's monetary policy seems to be bearing fruit at last! In 

Europe too, the markets rose strongly at the beginning of 

January. The worst-case scenario (deep recession) seems to be 

dissipating, with some macro-economists (Goldman Sachs for 

example) even forecasting slightly positive growth in 2023. The 

much-feared energy crisis of the winter seems to have been 

avoided, thanks to mild temperatures and gas and oil prices that 

have come down to quite sustainable levels. As the consumer 

price index in Europe is more correlated to energy prices than 

in the United States, the deceleration in inflation could therefore 

be accentuated in the coming months. Is this the end of the 

tightening cycle in Europe? Certainly not! But then again, the 

worst is probably behind us, and the peak of rate hikes, both in 

Europe and in the US, could be reached during the next 2 or 3 

central banks’ (FED; ECB) meetings. 
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These inflationary pressures, which seem to be starting to come 
down, confirm our positioning. Our equity exposure, although 
slightly below its neutral point, remains defensively positioned in 
terms of sector exposure. Pressure on margins should continue 
in the coming quarters, which should unsurprisingly lead to 
lower earnings. Analysts' expectations are still too high, so we 
think it is prudent to remain defensive. As the short-term US 
interest rate peak approaches (around 5%), the Dollar seems to 
us to be at risk. The interest rate differential between the Dollar 
and the Euro should narrow in Q1 and Q2, especially with the 
US Dollar still very expensive. We therefore remain underweight 
for the US currency. Gold also remains an asset class that we 
favour in 2023 after great disappointment by its behaviour last 
year. A weaker Dollar, coupled with lower real interest rates in 
the US, should push gold prices higher. The latest 
developments in China also lead us to consider a repositioning 
in Chinese equities. After the government announced the end of 

its Zero Covid policy and reopened the country in December and 
even though the consequences of the virus's circulation in the 
country are very real, we do not believe that the authorities will 
back down again. After a much lower than expected growth in 
2022 (expectation revised to 2.2%!), China needs to revitalise 
its economy, which is essential to calm down the growing social 
pressures within the country. We therefore believe that Chinese 
equities present an interesting investment opportunity in 2023. 

Finally, we remain positioned on investment grade credit and 
are still avoiding lower quality credit for the time being. Even 
though monetary tightening could peak in mid-2023, the cost of 
new financing will have an even greater impact on highly 
leveraged companies. We therefore believe that it is appropriate 
to avoid this segment for the time being, as we believe that 
investment-grade bonds offer an extremely attractive risk/return 
profile with relatively short maturities.
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The worst-case scenario in our view would be a Burns-like scenario of the 1970s. PHD in economics, Arthur Burns was appointed by 

Richard Nixon to head the Federal Reserve from 1970 to 1978. He maintained an extremely accommodating policy, keeping policy rates 

relatively low for several years, despite the accelerating consumer price index level! Much later, in 1975, Arthur Burns pitifully admitted 

his mistake. 

We remain in an optimistic scenario. Recessionary signs are likely to materialise in Europe and the US, but we remain convinced that 

central banks are currently moving in the right direction, and the effects of these policies seem to be materialising in a positive way in the 

real economy. 

 

Happy New Year to you all! 

 

Jean-Christophe Rochat, CIIA 
Chief Investment Officer 
 
www.heritage.ch 
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This document is a marketing publication. It is provided for information purposes only and does not constitute a financial research or analysis, an offer, a 
public offering, an investment advice, a recommendation, or an invitation to buy, subscribe, hold or sell any financial instrument and/or to provide a financial 
service. Furthermore, this document does not take into consideration the personal situation, investment objectives or knowledge, needs and classification 
of any person who may receive this document, unless otherwise stated. No verification is made by Banque Heritage SA as to the appropriateness and/or 
adequacy of the information made available.  

The general risks associated with financial services and investments are explained in the Swiss Bankers Association's brochure on the risks involved in 
trading in financial instruments [www.swissbanking.ch]. Specific risks related to the financial instruments mentioned in this document, are described in 
any prospectuses and basic information sheets (KID), which are available free of charge from Banque Heritage SA. Any investment decision should be 
based on a prior study of the documentation and in particular the prospectus and the basic information sheet, if any.  

 

This presentation and its content must not be distributed, transmitted or viewed by any person in any jurisdiction where the distribution, transmission or 
viewing of this document would be unlawful under the securities or other laws of that or any jurisdiction. 

 

This document is not the result of a financial analysis within the meaning of the Swiss Banking Directive on Independence Financial Research, which does 
not apply to this publication. Accordingly, the views expressed in this document should be considered as short term market comments for informational 
purposes only. As such, the views herein are only indicative and may be subject to frequent changes without prior notice.  Each person must make his 
own independent analysis of the risks (including legal, regulatory, tax), with professional advisors if necessary, before investing in any security, financial 
instrument or financial market mentioned herein. Investors shall in particular bear in mind that past performance should not be taken as an indication or 
guarantee of current or future performance. The information provided is based on sources believed to be reliable. However, Banque Heritage SA does 
not guarantee its completeness or accuracy nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as 
well as prices, market valuations and calculations contained herein are subject to change without notice. Its content is intended for the recipient only and 
should not be reproduced, published, circulated or disclosed to any other person without prior consent of Banque Heritage SA.  

 

No representation or warranty, express or implied, is made by Banque Heritage SA regarding the material contained in this presentation. Except for 
statutory liability which cannot be excluded, each of the Bank, its directors, officers, employees, advisors and agents expressly does not accept any 
responsibility for the completeness of the material contained in this presentation, or any opinions contained in this document, and assumes no liability 
whatsoever in connection with the use of any information contained in this presentation. 


