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The year has been off to a good start: Inflation is coming down, the markets are up accordingly. The big 

question in this situation is: what does the central bankers think about these developments? 

 

In our view, the central banks will take those indicators with a grain of salt: Inflation is coming down, but 

nowhere near their mandated targets. Unemployment is rising, but still below what most countries con-

sider as their natural rates. 

  

This in turn leads us to be cautious about the current market rally, as there could still be significant 

downside potential. Until we see clear economic signs that the bear market is coming to an end and 

central bankers are ready for the much talked about pivot, we keep our conservative stance both in 

equity and bond markets.  

 

So our message to our investors remains: don’t panic, but stay cautious.  
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BENDURA Market Views 
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The terms attractive / unattractive describe the return potential of the various asset classes. An asset 

class is considered attractive if its expected return is above the local cash rate. It is considered unat-

tractive if the expected return is negative. Very attractive / very unattractive denote the highest conviction 

views of the BENDURA Investment Committee. The time horizon for these views is 3-6 months. 
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Global Economy 

As mentioned in the beginning, the question remains: how will central banks react to the current eco-

nomic developments? When we look at the FED, their dual mandate is to keep inflation at 2% while also 

maximizing employment. The 2% is clear, with unemployment it is estimated that they target a 4% rate. 

So, to bring this into perspective, the PCE hovers currently around 5% while unemployment is still at 

3.5%. Therefore, they are still missing their inflation target but have room on the unemployment side. 

Considering the slow pace with which inflation is coming down, it is hard to rationalize why the FED 

should go for a pivot now, which could premature and tip the tide of inflation back into rising territory. 

But it is more complicated: While GDP has been robust lately, final sales to end consumers has clearly 

gone down, so has manufacturing activity. At the same time, the labour market remains tight, so unem-

ployment remains low, which is bad news for equities, which perform best when unemployment is high 

(see Chart below). 

This can only worry the central bankers, since a tight labour market coupled with core inflation rising 

(core inflation being heavily dependent on wages) are the perfect material for a price-wage spiral.  

 

 

Chart 1: Equity Markets and Unemployment. Source: BCA Research, www.bcaresearch.com 

  

http://www.bcaresearch.com/
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Equities 

Having said that, equity markets boomed in early 2023. Especially European markets have outper-

formed, which normally only happens in the beginning of an economic expansion, since Europe is a 

cyclical market. This makes us even more cautious, as we think investors prematurely price-in an eco-

nomic rebound, which goes against our expectations regarding interest rate cuts. 

Also Emerging Markets had a good performance, profiting from China’s reopening. But this is a highly 

cyclical market as well, so we do not change our stance here either.  

In general, we still prefer defensive sectors such as health care and consumer staples over cyclical 

ones.   
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Fixed Income 

As with equities, our fixed income view also heavily depends on what central banks are most likely to 

do. Considering what we wrote above, central banks are unlikely to cut rates (rather we expect more 

moderate hikes and then a stagnation), we think that prices could come down a little more before going 

up again. So we remain neutral in the government bond segment.  

On the corporate side, we see credit conditions deteriorating, valuations at their long-run average and 

the high yield segment not pricing in defaults as would be expected during a recession.  

Therefore, we do not change to a more aggressive stance in the fixed income segment yet. 

 

Chart 2: Credit Spreads are not attractive now. Source: BCA Research, www.bcaresearch.com  
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Commodities and Currencies 

While the reopening of China should be good news for consumer markets and tourism, it is unlikely to 

significantly change the course of industrial metals, as we do not expect a rebound in infrastructure 

spending. The property markets remain dysfunctional and credit impulses are unlikely to target the seg-

ment heavily and change that.  

The copper market for example has already priced in the better news from China, and oil will also likely 

rebound as a consequence of the reopening. Our outlook for 2023 is that Brent Crude Oil will reach 120 

USD this year.  

 

Chart 3: Chinese Oil demand will rebound. Source: BCA Research, www.bcaresearch.com 

  

http://www.bcaresearch.com/
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Disclaimer 

This information and opinions were provided on the basis of trusted and reliable information sources. 

The published information was put together with utmost care. However, we do not assume any guaran-

tee for the completeness, accuracy and up-to-dateness of the information contained in this publication. 

Its content can change anytime. The opinions stated in this document reflect the view of BENDURA 

BANK AG on the date indicated in this document. There is a possibility that the content of previous 

and/or future publications does/will not match that of this document. There is no obligation to inform the 

recipients about this. 

The information in this documentation constitutes neither an offer to buy, keep, or sell the mentioned 

financial products, nor legal, financial, bookkeeping, or tax advice. The presented financial products may 

be unsuitable for a particular investor depending on their investment goal, timeframe, risk-tolerance, 

personal and economic circumstances. The content of this documentation does not replace personal-

ized advice of a qualified expert. 

The above-mentioned financial instruments might not be authorized in every country. The content of this 

documentation is not intended for people who are subject to a legal system that prohibits the use and/or 

distribution of this information and/or using and accessing it, or makes this conditional upon a license.  

Contributors to this publication can be invested directly or indirectly in the stocks listed in this publication.  

BENDURA BANK AG rejects any liability for possible losses resulting from the use of the above infor-

mation. No guarantee can be made to investors that they will get back the invested amount. Any invest-

ment included in this documentation is associated with risks (e.g. interest or currency risk, credit risks, 

as well as political and economic risks). 


