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Global investment strategy
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Summary of 4Q23 investment conclusions

Global economy
Developed markets likely to remain resilient. Emerging markets affected by soft growth in China.

Inflation
Expected to slowly improve by the end of the year. Earnings to be muted but not negative.

Interest rates
Policy rates are near their peak. 2 – 3 cuts forecast for 2024.

Yields
Higher long-term yield targets. 10-year US Treasury bond yields expected to range between 3.75 to 4.5%

(up from 3.75 to 4.25%).

Markets
Positive outlook for global equities and fixed income positive, although risks remain.

Currencies

We think the USD will remain rangebound.
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The US and global economy do not appear to be heading into recession. We are anticipating
continued economic resilience.

Source: UOBAM, March 2023

UOBAM Investment Wave



6

Asset Allocation Strategy: OW Equities, N Fixed Income

Source: UOBAM, 13 Sep 2023
Note: *3-6 months horizon. The weights are relative to the appropriate benchmark(s), arrows show change from last quarter
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Regional Equity Strategy: OW DM/Japan Equities

Source: UOBAM, 13 Sep 2023
Note: *3-6 months horizon. The weights are relative to the appropriate benchmark(s), arrows show change from last quarter
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Fixed Income Sector Strategy: UW DM Govt Bonds

Source: UOBAM, 13 Sep 2023
Note: *3-6 months horizon. The weights are relative to the appropriate benchmark(s), arrows show change from last quarter
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4 possible scenarios in 2023

Source: UOBAM

Scenario No Landing Soft Landing Hard Landing Extreme Crisis/ Volatility

Description
• No recession
• Continued late cycle 

expansion

• Economic 
slowdown/ Shallow 
recession (1990)

• Increase in 
unemployment rate 
<2%

• Classic recession 
(1973, 2007-09)

• Increase in 
unemployment rate 
>2%

• Great Depression 
type scenario OR

• 1970s inflation type 
environment

Implications

• Equity market 
supported by growth, 
but overhang of 
delayed recession

• Bonds have good 
yields but face more 
rate hikes (though 
nothing like 2022)

• Equity markets will 
be choppy but 
investors will quickly 
look past shallow 
recession

• Bonds to outperform 
due to reduced rates

• Equity markets will be 
down another 10-30%

• Govt bonds to 
outperform, while 
high yield credits will 
see large amount of 
defaults

• Extreme volatility in 
equity and bond 
markets

• Potential second 
wave of inflation

Base case remains Soft Landing

Market sentiment appears to be 
shifting back towards “no landing”
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Economic trends for 4Q 2023
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Economic data does not support a recession call in 2023

Source: Blue Chip Economic Indicators and Blue Chip Financial Forecasts, May 2023

Note: The top (bottom) 10 average forecast is an average of the highest (lowest) 10 forecasts in the Blue Chip survey.

Real GDP estimates for 3Q 2023
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US economic surprise indices have been positive in 
recent months

Source: Bloomberg, 15 Aug 2023

Citi Economic Surprise index
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Global GDP forecasts show growth slowly being 
revised upwards

Source: UOBAM, Bloomberg, 15 Aug 2023

Real GDP growth consensus estimates (%)

2019 2020 2021 2022F 2023F 2024F

Global 2.8 -2.8 6.3 3.5 2.6 2.7

United States 2.3 -2.8 5.9 2.1 1.6 0.6

Eurozone 1.6 -6.1 5.3 3.5 0.6 1.0

Japan -0.4 -4.3 2.3 1.0 1.3 1.0

Asia ex. Japan 5.3 1.3 5.9 4.0 4.7 4.7

China 6.0 2.2 8.4 3.0 5.2 4.7

Previous 2023 forecasts: Global 2.6, US 1.3, Asia 5.2, China 5.5
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EPS Growth (YoY%) PER DVD YLD PBR ROE

Regions 2023E 2024E 2023E 2024E 2023E 2023E 2024E 2023E 2024E

US 0.9 11.6 20.6 18.4 1.5 4.1 3.7 19.8 20.1

Europe 4.8 5.9 12.8 12.1 3.6 1.8 1.7 14.2 14.1

Japan 5.0 8.2 15.2 14.1 2.3 1.4 1.3 9.1 9.2

Asia ex. 
Japan

-6.1 21.8 14.8 12.2 2.6 1.5 1.4 10.0 11.2

China 10.2 14.4 11.4 10.0 2.3 1.3 1.2 11.3 11.7

Earnings growth remains positive for 2023 and 2024

Source: Factset, UOBAM, 15 Aug 2023

Based on Calendar Year
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Employment growth is robust, supporting consumption 
growth 

Source: Calculatedriskblog.com, Aug 2023

Jobs added per month
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Inflation trends for 4Q 2023
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Headline and core inflation are easing, albeit at different 
speeds

Source: Bloomberg, UOBAM, August 2023

US headline and core CPI 
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Super core inflation (i.e. ex housing) is progressing 
rapidly. More rate hikes may not be needed

Source: Bloomberg, UOBAM, August 2023

US services CPI (less rent), YoY
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Employment conditions are returning to better balance

Source: BLS, Bloomberg, UOBAM, Aug 2023

Hires and separations monthly (SA) from jobs opening and labour turnover survey (JOLTS)
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Wage pressures are falling, inflation trend improving

Source: Calculatedriskblog.com, Aug 2023

Average hourly earning of all employees, year-over-year change
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Risks and headwinds in 4Q 2023
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US ISM levels imply a goods/manufacturing recession is 
still possible

Source: Bloomberg, Aug 2023

US ISM Manufacturing PMI SA
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Excess savings could start to run out by end of the year

Source: Fed San Francisco, June 2023

Aggregate personal savings vs pre-pandemic times

Note: Excess savings calculated as the accumulated difference in actual de-annualised personal savings and the trend 
implied by data for the 48 months leading up to the first month of the 2020 recession as defined by the NBER..
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US budget deficit rose significantly in 2023, more 
austerity is possible

Source: Committee for a Responsible Federal Budget, Jeff Stein, The Washington Post, Aug 2023

Deficit surges again after briefly falling

Note: Deficit numbers in trillions. Covers fiscal year. Estimates exclude student debt cancellation. 
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Bond yields are 
rising

The rise in bond yields is not being driven by inflation and the US Fed.

Instead, it is due to the following:

Fundamental factors

• The economy is doing well even at 5% interest rates.

• There is a growing belief that the neutral rate of interest can be

higher than previous targets

Technical factors

• US Treasury issuance set to increase as debt rises

• Quantitative tightening

• Bank of Japan yield curve control (YCC) tweaks

• Post debt ceiling rebalancing will continue to drain liquidity

• Rising US deficit
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Implication: 10Y yields vs Fed Funds rate set to narrow. 
Both likely to be higher than in the past decade

Source: Bloomberg, UOBAM, Aug 2023

Gap in term premium has room to further narrow
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Important notice and disclaimers

These slides shall not be copied, or relied upon by any person for whatever purpose. The information herein is given on a general basis without
obligation and is strictly for information only. These slides must be viewed in conjunction with the oral presentation provided by the United
Overseas Bank Limited ("UOB") or UOB Asset Management Ltd ("UOBAM").

These slides are not an offer, solicitation, recommendation or advice to buy or sell any investment product, including any collective investment
schemes or shares of companies mentioned within. The information contained in these slides, including any data, projections and underlying
assumptions are based upon certain assumptions, management forecasts and analysis of information available and reflects prevailing
conditions and our views as of the date of the document, all of which are subject to change at any time without notice. Please note that the
graphs, charts, formulae or other devices set out or referred to in these slides cannot, in and of itself, be used to determine and will not assist
any person in deciding which investment product to buy or sell, or when to buy or sell an investment product.

In preparing these slides, UOBAM has relied upon and assumed, without independent verification, the accuracy and completeness of all
information available from public sources or which was otherwise reviewed by UOBAM. UOBAM does not warrant the accuracy, adequacy,
timeliness or completeness of the information herein for any particular purpose, and expressly disclaims liability for any error, inaccuracy or
omission. UOBAM and its employees shall not be held liable for any decision or action taken based on the views expressed or information
contained within this publication. Any opinion, projection and other forward-looking statement regarding future events or performance of,
including but not limited to, countries, markets or companies is not necessarily indicative of, and may differ from actual events or results.
Nothing in this publication constitutes accounting, legal, regulatory, tax or other advice. The information herein has no regard to the specific
objectives, financial situation and particular needs of any specific person. You may wish to seek advice from a professional or an independent
financial adviser about the issues discussed herein or before investing in any investment or insurance product. Should you choose not to seek
such advice, you should consider carefully whether the investment or insurance product is suitable for you.

This publication has not been reviewed by the Monetary Authority of Singapore.

UOB Asset Management Ltd. Company Reg. No. 198600120Z




