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Quarterly Outlook and Market Commentary  October 2022 
 

 
The 2022 freefall continued during the last quarter, especially in September 
 

 All asset classes extended their 2022 losses during the third quarter 
 Energy and commodity sectors managed to keep positive returns 
 Unusual drawdowns for fixed income 
 The overall volatility and intraday volatility increased over the past quarter 

 
Global inflation remains out of range: Urgency for Central Banks to act rapidly 
 

 Inflation remains above acceptable levels: fight against inflation will remain centre 
stage for Central Banks as it challenges their credibility 

 The short-term objective of the FED remains to cool down the inflation “at any cost” – 
the ECB has no other choices than to follow the FED as inflation continues to increase 
in Europe 

 
Growth expectations are under pressure around the globe – victims of the whatever it takes 
from Central Banks to bring inflation under control 
 

 The transition toward a normal mid-cycle economy continues:  
 Tighter monetary policy and softer-than-expected consumer spending. Increasing risk 

of recession  
 There is a higher probability of a recession in EU (80%) than in the US (50%) 
 Earnings might be next in line for downward revision 

 
Despite this complex environment: Opportunities can be found (defensive, dividend, able to 
grow at a reasonable price, pricing power companies, …). 
 

 
Inflation 
 

 The outlook for equity markets remains challenging, dominated by the risks 
associated with higher inflation and aggressive monetary policy deployed by the FED 

 Without any clear sign of weaker “core” inflation, the FED will continue its “whatever 
it takes” policy with the risk of sending the economy into a recession. The FED main 
objectives remain fighting inflation and consequently policy normalization 

 Very recently, the US are showing some first signs of economic cool down, as inflation 
decreases marginally 
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However, investors and market participants are still waiting for clear and unequivocal 
signs that inflation is really coming down  
 

Growth 
 

 Challenging backdrop for US equities: But there is light at the end of the tunnel as the 
latest economic figures show that the US economy is cooling down 

 Macro and micro (earnings) forecasts have continually been revised downward during 
the year, both for 2022 and going forward for 2023. The US equity markets will 
remain under pressure with slower economic growth, higher input costs and higher 
wages due to a more-resilient-than-anticipated job market (unemployment remains 
at its lowest level) 

 The main question is: Have we reached the bottom? US stocks are already pricing in 
quite a lot of bad news. The S&P 500 is down about 23%, and it suggests that a 
moderate recession is already largely priced in. 

 

 
 The economic outlook is expected to deteriorate further in Europe, emphasized by 

the energy crisis, the weakening euro and the slowing manufacturing activity. Latest 
eurozone manufacturing and service PMIs in contraction territory (48.4 and 48.8), 
confirming slowing economic activity, recession risk and stagflation concerns. 

 “Winter is coming” in Europe: for growth, economic activity, consumption and 
investors, as the main scenario in Europe for the next 12m is a stagflation scenario 
based on energy crisis, peaking inflation and decreasing economic activity, holding 
back consumer spending and business production. 

 Despite a rebound in economic momentum over the summer, the economy remains 
at risk as rate hikes and policy normalization start slowly to take effect, while inflation 
has reached its highest level at 10.0%  

 As winter approaches, the potential energy crisis could be an additional test of EU 
unity, as uncertainty around gas supplies and reserves persists. Reduced gas inflows 
from Russia means that Europe will rely on existing storage capacity and will ask its 
population to reduce consumption to get through the winter 

 

 
Overall view: 
 

 The outlook for Emerging markets (EM) is challenging on the short run: mixed macro 
data, negative momentum (Asia and commodities), impacts from Developed market’s 
(DM) central bank actions, strengthening USD as well as global economic slowdown 

 Although EM won’t escape from the global growth rate normalization, they should 
continue to post above average GDP growth numbers for the next couple of years, 
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remaining above DM. In addition the discount in valuations between EM and DM 
persists, which continues to offer an interesting entry point for investors 

 
China : 
 

 In addition to the overall economic slowdown, activity in China is also impacted by the 
struggling housing market as well as the zero Covid policy. Near-term performance of 
the Chinese equity market (domestic) will depend on the evolution of these two 
factors 

 China’s relationship with the US will also remain an important topic for investors, 
especially with regard to Taiwan as well as the technology sector. Economic relations 
between the two countries seem to be deteriorating further as shown by the latest 
measures taken by President Biden on semiconductors 

 

 

 
 

 

 

 

 

2022 Trillium Sentiment    



 

p.4/4  
 

 

 

 
This document constitutes marketing material of Trillium SA. Past performance must not be considered as an indicator or 
guarantee of future performance, and the recipients of this document are fully responsible for any investments they make. 
No express or implied warranty is given as to future performance. The information contained is neither directed to, nor 
intended for distribution or use by, any person or entity who is a citizen or resident or located in any locality, state, country 
or jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. The latest 
versions of the KIID, prospectus, articles of association, annual and semi-annual reports should be consulted prior to any 
investment decision. For the Luxembourg umbrella, these documents are freely available on www.fundsquare.net, or at 
FundPartner Solutions (Europe) S.A., 15 Avenue J.F. Kennedy, L-1855 Luxembourg, or at the Swiss representative 
FundPartner Solutions (Switzerland) SA, Route des Acacias 60, 1211 Genève 73, Suisse. For the Swiss umbrella, these 
documents are freely available on www.swissfunddata.ch, or at SOLUFONDS S.A., Rue des Fléchères, 1274 Signy-Centre, 
Suisse. The information and data presented in this document are not to be considered as an offer or solicitation to buy, sell 
or subscribe to any securities or financial instruments. Information, opinions and estimates contained in this document 
reflect a judgment at the original date of publication and are subject to change without notice. The authors of this document 
have not taken any steps to ensure that the securities referred in this document are suitable for any particular investor and 
this document is not to be relied upon in substitution for the exercise of independent judgment. Tax treatment depends on 
the individual circumstances of each investor and may be subject to change in the future. Before making any investment 
decision, investors are recommended to ascertain if this investment is suitable for them in light of their financial knowledge 
and experience, investment goals and financial situation, or to obtain specific advice from an industry professional. The value 
and income of the securities or financial instruments mentioned in this document are based on information from the 
customary sources of financial information and may fluctuate. The market value may vary on the basis of economic, financial 
or political changes, the remaining term, market conditions, the volatility and solvency of the issuer or the benchmark issuer. 
Moreover, exchange rates may have a positive or negative effect on the value, the price or the income of the securities or 
the related investments mentioned in this document. 
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