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Market Themes
 opportunity amidst the turmoil 



Distribution of OECD
Inflation over time

Global Inflation

Source: BoFA Global Research (12 September 2023). OECD, IMF. Headline Inflation across 29 advanced and 11 emerging economies



Transmission of US inflation

Source: BLS, FactSet, J.P. 
Morgan Asset Management. 
Heatmap shading is relative 
to the two-year period 
shown. Component weights 
may not add to 100. OER 
refers to owners’ equivalent 
rent. *This reflects the PCE 
price index of services 
excluding energy and 
housing referenced in the 
U.S. Federal Reserve’s 
Monetary Policy Report. It is 
provided by the BEA and is 
distinct from the CPI data 
provided by the BLS. 
“Housing” is a PCE 
component that is measured 
separately from the CPI 
“shelter” component. Guide 
to the Markets – U.S. Data 
are as of September 30, 
2023.
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Global CB Rates

Source: Bloomberg



US Rates, Fed up

Source: Federal Reserve, Consensus Economics, Bloomberg, AQR



US Rates

Source: Federal Reserve, Consensus Economics, Bloomberg, AQR



EM central bankers led the way

3-month cumulative policy rate hikes minus cuts: Emerging versus Developed Markets
Source: BofA Global Investment Strategy, Bloomberg



Dollar Strength

Source: JP Morgan FICC (September 2023)



Dollar Strength

Source: JP Morgan FICC (September 2023), USD on a PPP basis, with an adjustment for structural energy independence



Rich equity valuations?

Source: Bloomberg, as of 2023/09/30



Rich equity valuations?

Source: Bloomberg, as of 2023/09/30

Expensive

Cheap



Looking to the future

Source: Apollo (September 2023)



2023Q3 Asset Class Performance

Source: JP Morgan FICC (September 2023), USD on a PPP basis, with an adjustment for structural energy independance
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SA and Global Portfolios
 diversification rules supreme



Portfolio Returns, 1 Year
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Source: PortfolioMetrix, FinXL. SA portfolios in SA rands, Global portfolios in USD, between 2022/09/30 and 2023/09/30



Portfolio Returns, 1 Year

Source: PortfolioMetrix, FinXL. SA portfolios in SA rands, Global portfolios in USD, between 2022/09/30 and 2023/09/30
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Portfolio Returns, Since Inception

Source: PortfolioMetrix, FinXL. SA portfolios in SA rands, Global portfolios in USD, to 2023/09/30.
ZAR inception is 2010/11/30, GPS Core Inception is 2015/11/30 (GBP Core from 2014/04/30), and GPS Passive Inception is 2017/03/31
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Portfolio Returns, Since Inception

Source: PortfolioMetrix, FinXL. SA portfolios in SA rands, Global portfolios in USD, to 2023/09/30.
ZAR inception is 2010/11/30, GPS Core Inception is 2015/11/30 (GBP Core from 2014/04/30), and GPS Passive Inception is 2017/03/31
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The Nature of Equity Returns
 and how they are generated over time



Top dogs will slow down



Top dogs will slow down



Top dogs will slow down



Looking to the future

Source: JP Morgan 2023



What of the Past?
We are used to seeing this…

Source: CFA Institute Research Foundation: Financial Market History



Individual Stock Returns

Source: Journal of Economics, Financial Analyst Journal

Do Stocks Outperform Treasury 
bills?
Market: US
1926 – 2016
25,332 companies

Long-term shareholder returns: 
Evidence from 64,000 global stocks
Market: Global
1990 – 2020
64,738 companies

58% of stocks 
Underperform 

T-bills



Individual Stock Returns

Source: Do Stocks Outperform Treasury Bills?



Positive Skew

Source: Long-term shareholder returns: Evidence from 64,000 global stocks

How the Stock Market Outperforms when most Stocks Don’t
50% of stocks

Average
29% of stocks



Positive Skew

Source: J.P. Morgan: The Agony & the Ecstasy (Eye on the Market: Special Edition)

Attributes consistent across time periods, regions and sectors



Global Wealth Concentrated in a Few Winners

Source: Long-term shareholder returns: Evidence from 64,000 global stocks

How the Stock Market Outperforms when most Stocks Don’t
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Global Wealth Concentrated in a Few Winners

Source: Long-term shareholder returns: Evidence from 64,000 global stocks

How the Stock Market Outperforms when most Stocks Don’t
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Global Wealth Concentrated in a Few Winners

Source: Long-term shareholder returns: Evidence from 64,000 global stocks

Who are the Top 20 Winners



Global Wealth Concentrated in a Few Winners

Source: https://novelinvestor.com/enduring-drawdowns-in-wonderful-companies/

The Ride is not for Free

https://novelinvestor.com/enduring-drawdowns-in-wonderful-companies/


The Benefits of Diversification

Source: Long-term shareholder returns: Evidence from 64,000 global stocks

Spreading your bets
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The Benefits of Diversification

Source: Credit Suisse Global Investment Returns Yearbook 2022 Summary Edition

Spreading your bets



Summary
What does it all mean

• Equity wealth is largely attributable to extreme positive outcomes of relatively few stocks

• Concentration increases risk but also the potential for outsized returns

•  Diversification increases probability of harvesting equity risk premium at the expense of 
extreme outcomes

• Positive skew increases with time horizon and short-term risk

•  Higher positive skew means (potentially large) majority of individual future outcomes will 
be less than average
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