
◆ Global equities rose in July following better-than-feared earnings reports for Q2. Falling bond yields helped prompt improved valuations, 

boosting investor demand.  

◆ The equity market rally was led by the US– one of the major underperforming markets during the first half of 2022. The US equity index 

possibly gained from expectations that the Fed could end its tightening cycle sooner than initially anticipated. European equities were 

also up despite the ECB’s decision to raise policy rates and weak economic data. 

◆ At the other end of the spectrum, some emerging markets remained under pressure, with the mainland China equity index falling the 

most across all major markets globally. Concerns related to the property market seemed to weigh on investor sentiment, and new 

COVID-19 cases in some cities, added to the list of worries related to the market. 

◆ Across sectors, recovery was mostly driven by the cyclical sectors – Consumer Discretionary, Industrials and Technology, all 

outperformed the global index. Conversely, relatively defensive sectors – Telecoms, Consumer Staples, Healthcare and Utilities, all 

underperformed. Meanwhile, commodities driven sectors, Basic Materials and Energy, also underperformed on the back of softer 

underlying prices.

◆ Short term yields across developed bond markets moved largely in line with central bank policy, but longer dated yields dropped on 

recession fears. Central banks across the world continue ‘frontloading’ their cycles with the ECB delivering a 50bp hike and the Fed 

continuing on their hawkish path by hiking 75bp, though there were signs the Fed is becoming more cautious. 

◆ The World Selection portfolios posted positive performance over the month, returns range from 2.11% in World Selection 1 to 5.38% in 

World Selection 5.

◆ Active positioning was negative during July. Our headline decision to be underweight equity detracted, as markets recovered. Our

overweight in cash was the other biggest detractor. 

◆ Intra-equity positioning was also modestly negative in July with the overweight to China versus broad emerging markets acting as the 

primary detractor. 

◆ Within Fixed Income our position in Asia high yield was the biggest detractor.  In contrast, commodities were a positive contributor across 

the portfolios but this was offset by weakness in Gold in the lower risk profiles.
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◆ We reduced global equities again in July to move further underweight.

◆ We maintain our overweight to USA Quality versus broad USA equity, Swiss versus Europe ex UK equity, and Chinese 

onshore equity versus emerging market equity. 

◆ We also remain overweight Global Property.

◆ We added a position in global inflation-linked bonds in July as they now look more attractive following a pull-backAt a 

headline level we are underweight the bond cluster within portfolios

◆ At a headline level we remain underweight the lower risk bond cluster within portfolios.

◆ During July we slightly increased our cash exposure in anticipation of ongoing near-term market volatility. 

◆ We maintain our underweight to inflation-linked bonds (albeit reduced), while being neutral on Securitised credit and 

Corporate Bonds. We continue to have a preference for US over Global government bonds given the yield differential.

◆ At a headline level we are overweight the higher yielding fixed income cluster.

◆ During July we marginally increased our exposure to global high yield bonds (funded from a reduction in equity) given the 

increase in high yield spreads and attractive carry on offer in the asset class

◆ We remain neutral EMD in hard currency, overweight EMD in local currency, and are neutral in High Yield, with a 

preference for Asian markets. 

Risky Fixed Income

◆ In July, we reduced the Gold holding in Cautious to Balanced given vulnerability as real yields have risen. 

◆ At a headline level we remain overweight the Alternatives cluster.

◆ We are neutral Style Factors and marginally underweight Trend, although we maintain a preference for defensive trend 

strategies.

◆ We hold overweight positions in both Commodities and Gold.

Alternatives
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◆ Global growth remains challenged by rapid central bank policy tightening, and further upside inflation surprises that is 

squeezing real incomes. There is a rising chance the UK and Eurozone tip into recession this year, and the US enters a 

downturn in 2023, although elevated uncertainty means precise timing is difficult to predict

◆ Positively, however, the depth and duration of any recession may be limited by healthy private sector balance sheets and 

moderate fiscal support. Furthermore, falling inflation later this year should allow central banks to adopt a more neutral 

policy stance.

◆ With many economies now in the expansion phase of the economic cycle, global growth will slow in the coming quarters 

amid policy normalization. Supply-side constraints remain a considerable challenge, with Omicron-related disruptions 

potentially exacerbating existing supply strains.

◆ We expect a total of 325bp of Fed rate hikes in 2022, leaving policy moderately restrictive. US fiscal policy will also be a 

drag on growth. In China, growth risks imply further policy stimulus being implemented, including infrastructure investment, 

and targeted monetary easing. However, policy divergence with the US will act as a constraint.

◆ As a result of the above, we have become increasingly selective with where we take risk in portfolios: focusing on regional 

and style allocations in equities (e.g. value and quality factors), income strategies in fixed income (e.g. Asia fixed income, 

some parts of global credit), inflation protection and “real” strategies (e.g. commodities, infrastructure), and parts of EM ex 

Europe (e.g. opportunities in China and Latam).
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Source: HSBC Asset Management as of 31 July 2022. Any views expressed were held at the time of preparation and are subject to 

change without notice.
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https://www.assetmanagement.hsbc.bm/

