
Global Perspective
Sep 15, 2022from the Investment Advisory Group  

Truist Advisory Services, Inc.



We also remain significantly underweight 
emerging market assets. Ukrainian advances 
against Russian forces are promising, but we are 
far away from sustainable peace negotiations. 

In China, the drip-drip style fiscal and monetary 
stimulus is not enough to reverse the momentum 
of the economic slowdown. The zero-covid policy 
continues to limit mobility and curtails production in 
over 30 regions. Separately, India overtook the 
U.K.'s economy as the world's fifth largest. India 
could achieve an 8% economic growth rate this year 
and potentially deliver a 7% average growth rate over 
the next decade. 

Global Perspective

All cylinders of the world economy are 
simultaneously slowing down. Global services 
surveys are already in contraction, and manufacturing 
surveys are trending lower. Global recession this 
year is highly unlikely as we have already seen 
almost three-quarters of the year. We expect a 2.4% 
global economic growth rate in 2022, significantly 
lower than the International Monetary Fund's (IMF) 
estimate of 3.2%. 

Under the slowing global economic backdrop, we 
prefer to remain significantly underweight in 
international developed markets. We believe that 
Europe is not only in a prolonged energy crisis but 
also in a leadership crisis. Liz Truss became the new 
Prime Minister of the UK after a polarizing internal 
election process within the Conservative Party. The 
Italian general election at the end of this month is 
expected to produce a far-right populist government 
under the leadership of Giorgia Meloni. Similarly, in 
Sweden, recent election results point to a new 
government after eight years of Social Democrat rule.  

The U.S. economy's relatively better outlook is 
supported by better-than-expected employment data, 
which has supported the consumer amid high 
inflation. The U.S. dollar continues to be strong.
Within a year, we expect the euro to drop to 90 cents 
to the U.S. dollar, the yen to 150, and the British 
pound to fall to parity until the general elections in 
2024.

EYLEM SENYUZ
Senior Global Macro Strategist,  
Portfolio & Market Strategy

Tactical outlook (3-12 months)



Data Source: Truist IAG, Bloomberg, IMF. Share in global economy based on IMF’s 2022 estimates, 2022 US GDP growth Truist estimate, Europe and Emerging Asia 2022 GDP growth based
on consensus estimates

Global backdrop – expect slower growth rates than consensus
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 U.S. recession risks have increased above a  
50% probability due to hotter near-term inflation and  
correspondingly higher interest rates, but a  
recession isn’t necessarily inevitable.

 Liz Truss became the UK’s new Prime Minister. 
Her economic policies could fuel inflation further and 
push the British pound to parity. Mediterranean 
economies delivered stronger than expected growth 
rates, with summer travel better than expected. 
Germany, Europe’s most influential economy, is 
expected to fall into recession with the energy crisis 
expected to reach its peak during the winter months. 

 In China, the “drip-drip style” of stimulus is not 
enough to arrest the slowing momentum of the 
Chinese economy. Xi Jinping is set to win a third-
term general secretary role at the 20th Communist 
Party Congress. India overtook the UK’s economy 
as the world’s fifth largest. India could achieve an 
8% economic growth rate this year and potentially 
deliver a 7% average growth rate over the next 
decade. 

2022 estimated 
GDP growth
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The Citi economic surprise indices

U.S. Europe Emerging Markets

Disappointing macro economic data coming from Europe and the U.S.

The U.S. and European economies have surprised on the downside but are moving in the right direction, especially in Mediterranean economies. On the 
other hand, countries in emerging markets, especially exporters of energy, agriculture, and commodities, continue to do well.

Data Source: Truist IAG, Bloomberg. Data as of 8/31/2022
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Global manufacturing & services surveys 

Manufacturing Services

Global manufacturing and services surveys

Global services surveys dropped to a contraction level for the first time since the pandemic. Manufacturing still shows an overall recovery, but underlying 
survey trends are worrisome. European manufacturing is already in contraction, with Germany leading the pack.

Data Source: Truist IAG, Bloomberg. Data as of 8/31/2022
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Manufacturing is in expansion, but 
services is already in contraction 
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U.S. dollar: strong trend continues

The U.S. dollar continues to be strong. Within a year, we expect the Euro to drop to 90 cents to the U.S. dollar, the Japanese yen to 150, and the British 
pound to fall to parity until the general elections in 2024. 

Data Source: Truist IAG, Bloomberg, Developed: U.S. dollar spot index rate (left-axis), Emerging: Bloomberg custom index for emerging market currencies including currencies of BRL, CLP, COP, MXN, PEN, CZK, 
HUF, ILS, PLN, RON, RUB, ZAR, TRY, INR, IDR, KRW, MYR, PHP, SGD, THB (inverse –right axis). Data as of 9/12/2022.
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Equity indices have recovered some of the year-to-date losses

Losses in global equity indices reached 20% levels towards the end of July of this year. Since then, the market sentiment has improved, with inflation 
fears subsiding and corporate earnings coming in better than feared. Equities in the U.S. have been recovering faster than the Emerging market indices 
and the EFA index, representing developed countries worldwide while excluding the U.S. and Canada.

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022
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UN food and agriculture world food price index

Fifth consecutive monthly drop in food and agriculture prices 

The global economy has experienced the steepest and most prolonged rise in food and agriculture prices since the start of the new millennium. During the 
last five months, prices have dropped noticeably indicating some price stabilization. 

Data Source: Truist IAG, Bloomberg. Data as of 8/31/2022

Fifth consecutive monthly 
drop in food prices
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World trade volume index (12-months % change)

Globalization: dead or alive? 

Globalization, measured in cross-border trade, is expected to slow with embargos and sanctions against Russian products and demand. Eventually, 
Russian oil exports will be diverted to countries willing to risk secondary sanctions, namely China. The recent uptick in global trade volume shows that 
globalization is still alive and strong. 

Data Source: Truist IAG, Bloomberg. Data as of 6/30/2022 

Prolonged trade volume drop 
during the global financial crisis

The recovery was much faster after 
the covid-related global recession



Change in population: projections for year 2100

Data Source: Truist IAG, United Nations

According to United Nations' recent study, the global population could reach 10.4 billion people (from 8 billion) during the 2080s and remain at that 
level until 2100. Other than the U.S., emerging and frontier market countries are expected to contribute the most to the world's population increase. On 
the other hand, China, Japan, and many European countries are projected to lose a considerable population. 
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Chinese population expected 
to shrink by over 250 million by 

the end of this century 
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Fertility rate below replacement rate of 2.1 in many major economies

According to the United Nations study, two-thirds of the global population lives in a country where lifetime fertility is below 2.1 births per woman, a critical 
rate known as the population replacement rate. Many major economies, including the U.S., are below that critical threshold. Countries in Asia, like Japan 
and China, are well below the 2.1 level and S Korea is at 0.9, the lowest among major economies. 

Data Source: Truist IAG, United Nations

Population replacement rate = 2.1



Over 100 million people categorized as refugees, asylum  seekers,  returnees,  
internally  displaced  people,  stateless persons and others of concern

According to the United Nations Refugee Agency, over 100 million people live under life-threatening crises or in humanitarian need. Forcibly relocated 
Ukrainians surpassed the Syrians and Venezuelans in a very short number of months after the Russian invasion that started on February 24th, 2022. 
Europe is in the greatest refugee crisis since the second world war. According to initial studies, each refugee costs $8,000 — $10,000 to the host country 
during the first year.

Data Source: Truist IAG, UNCHR, DRC: Democratic Republic of Congo. 2022 figures: Ukraine recent estimated figures, other countries end of 2021 plus an estimated growth rate of 4%. 
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Equity index performance: UK, Canada and Australia slightly better than the 
U.S. 
Tighter monetary policy conditions are stoking fears of recession, and more importantly, a ruthless war in the middle of Europe has sidelined global equity 
investors. All major indices are down year-to-date with Canadian and Australian equities dropping the least among the developed market indices.  

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022



U.S. dollar is strong against all major developed currencies

Prospects of higher yields and a firmer Federal Reserve monetary policy posture could lead to further losses in G10 currencies against the U.S. dollar. 
The Japanese yen led the pack of G10 currencies in terms of losses against the U.S. dollar. Even the strength in commodities and energy did not offer 
relief to the Australian and Canadian dollars. The new Prime Minister in the U.K. failed to impress currency investors, keeping the British pound as the 
second worst performing currency within the G10 against the U.S. dollar. 

Data Source: Truist IAG, Bloomberg, data as of 9/12/2022
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Euro close to parity against the U.S. dollar, we expect 90 cents to a Euro 
within a year
The euro is cheap for multiple reasons, like the war in Ukraine, lack of leadership, and the aging population. The Euro could become even cheaper than 
its current levels, especially during the upcoming winter months, as scarce energy possibly disrupts manufacturing sectors. 

Data Source: Truist IAG, Bloomberg, data as of 9/12/2022

$0.9 = €1

Truist’s 12-month view
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ECB hiked rates by 75bps

The European Central Bank (ECB) raised its policy rate by 75 bps from zero percent to fight runaway inflation. The last time the ECB raised policy rates 
by 75 bps was in 1999, before the launch of the common currency. So technically, this is the largest increase while the currency is in everyday use. 

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022

Market is pricing 
another 1.5% of rate 
hikes within a year
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ECB presidents and the 2% inflation target

Inflation in Eurozone way out of comfort zone

Since 1998, we have had four ECB presidents. The first two, Wim Duisenberg and Jean Claude Trichet,  finished their terms by staying very close to the 
ECB's 2% inflation target. After the global financial crisis and the subsequent European sovereign debt crisis, Eurozone inflation stalled in a lower gear, 
leading to a 7% gap in inflation during Mario Draghi's presidency. Current annual inflation is at 9.1%, and since the start of Lagarde's presidency, the 
cumulative Eurozone inflation is 6% higher than the 2% mandate.  

Data Source: Truist IAG, Bloomberg. Data as of 8/31/2022
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British pound to parity within two years

It took six rounds of the elimination process to elect Liz Truss, the leader of the Conservative Party and the leader of the U.K. This political divide will 
prevent her from achieving her grandiose economic plans. British assets, including the British pound, are cheap by historical standards and could get 
even cheaper. The pound will likely reach parity before the next general election if she can cap energy prices, lower taxes, and change the Bank of 
England's inflation mandate.

Data Source: Truist IAG, Bloomberg, data as of 9/12/2022

$1 = ₤1

Truist’s view until the general election in 2024
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Japanese yen – experiencing a historic drop & we expect more of the same

The Japanese yen dropped by a fifth this year with significant monetary policy differences between the Bank of Japan and the Fed. The yen’s depreciation 
could continue; we expect 150 Yen to a dollar within a year. The Bank of Japan continues to buy unlimited government bonds to defend the 10-year bond 
target yield of a quarter percent. It is unlikely that the central bank unilaterally would intervene in the currency market to prop up the value of the currency.

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022

$1 = ¥150

Truist’s 12-month view
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Select European manufacturing PMIs

Eurozone Germany France Italy Spain

European manufacturing PMIs in contraction territory

Manufacturing surveys indicate challenging months ahead for the Eurozone's top four economies: Germany, France, Italy, and Spain. France moved back 
to expansionary territory, but the trend was very weak.

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022
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Italian election nervousness pushing yields higher

Mario Draghi, one of the most trusted Italian politicians in recent times, had to resign after the political backing that supported him collapsed. The Italian 
general election at the end of this month is expected to produce a far-right populist government under the leadership of Giorgia Meloni. Italian bonds are 
selling off rapidly as the change in government could introduce friction with the European Union and its ideals. 

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022

Italian10-year bond 
yields are moving faster 

than in Germany



Emerging 
Markets



Brazil is an outlier for equity returns this year, S Korea and Taiwan have 
dropped the most 
Latin American equities have had a relatively better year with a boom in agriculture and commodity prices. Brazil is leading the pack with above average 
returns. Asian countries have lagged the most this year, with China slowing down rapidly and geopolitical tension around Taiwan heating up. 

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022

-32.7%

-30.0%

-23.2%

-11.8%

-9.2%

-4.3%

8.8%

-40% -30% -20% -10% 0% 10% 20%

S Korea

Taiwan

China

South Africa

Mexico

India

Brazil

Year-to-date performance of select emerging market indicies



US dollar is mixed against major emerging market currencies

Year to date, Latin American currencies have gained value relative to the U.S. dollar and Asian and other high-inflation country currencies, like the Turkish 
lira, have lost significant value. 

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022

9.5%

3.7%

3.5%

-5.2%

-6.5%

-6.9%

-8.2%

-10.4%

-13.6%

-27.0%

-30% -25% -20% -15% -10% -5% 0% 5% 10% 15%

Brazilian real

Preuvian sol

Mexican peso

Chilean peso

Indian rupee

South African rand

Chinese renminbi

Taiwanese dollar

Korean won

Turkish lira

Major emerging market currencies against U.S. dollar



Emerging market bonds recovered some losses of the year

The Russian invasion of Ukraine and higher yields in the U.S. took a toll on emerging market bond returns. The current sell-off is worse than the global 
financial crisis period and is on track to become the worst year since 1994. Recently prices recovered from their lowest levels.

Data Source: Truist IAG, Bloomberg, $ EM Sovereign: EMB – iShares J.P. Morgan USD Emerging Markets Bond ETF, $ EM Corporate: CEMB – iShares J.P. Morgan USD Corporate Emerging Markets Bond ETF, $ EM 
Sovereign: LEMB – iShares J.P. Morgan Local Currency Emerging Markets Bond ETF. Data as of 9/12/2022 
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China services survey recovers but manufacturing is in contraction again

The Chinese Caixin services survey came in stronger than expected, but manufacturing surveys in China were noticeably weak. Fresh lockdowns over 30 
regions have limited social mobility and introduce bottlenecks in production.

Data Source: Truist IAG, Bloomberg. Data as of 8/31/2022
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China’s consensus GDP growth rates approaching 3% levels

During the National People’s Congress in March, Chinese authorities announced a 5.5% GDP growth rate target for 2022. The Russian invasion of 
Ukraine, zero-covid policy, and a global slowdown have taken a toll on the Chinese growth rate. The “drip-drip irrigation-style” of fiscal and monetary 
stimulus was not enough to arrest the slowing momentum of the Chinese economy. 

Data Source: Truist IAG, Bloomberg, latest reading July 2022, every seventh month of the year in green for comparison.

Original economic growth target for 2022
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Chinese renminbi – should settle around pre-pandemic levels

Since the Russian invasion of Ukraine, the Chinese renminbi has been on track to relinquish all its gains during the pandemic period. The only thing 
supporting the currency is the growth rate of Chinese exports, which is outpacing imports. China cannot afford to lose a competitive advantage to Japan 
or European economies, where currency depreciation this year is at a multi-decade high. There is a risk that the renminbi depreciation overshoots above 
the pre-pandemic levels.

Data Source: Truist IAG, Bloomberg. Data as of 9/12/2022

$1.0 = CNY 7

Truist’s 12-month view



Advisory managed account programs entail risks, including possible loss of principal and may not be suitable for all investors. Please speak to your advisor to request a firm brochure which includes program details,  
including risks, fees and expenses.

International investments are subject to special risks, such as political unrest, economic instability, and currency fluctuations. Emerging Markets – Investing in the securities of such companies and countries involves  
certain considerations not usually associated with investing in developed countries, including unstable political and economic conditions, adverse geopolitical developments, price volatility, lack of liquidity, and  fluctuations 
in currency exchange rate.
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Asset classes are represented by the following indexes. An investment cannot be made directly into an index.

S&P 500 Index is comprised of 500 widely-held securities considered to be representative of the stock market in general.

Equity is represented by the MSCI ACWI captures large and mid cap representation across 23 Developed Markets (DM) and 24 Emerging Markets (EM) countries*. With 2,757 constituents, the index covers  
approximately 85% of the global investable equity opportunity set

Fixed Income is represented by the Barclays Aggregate Index. The index measures the performance of the U.S. investment grade bond market. The index invests in a wide spectrum of public, investment-grade, taxable, 
fixed income securities in the United States – including government, corporate, and international dollar-denominated bonds, as well as mortgage-backed and asset-backed securities, all with maturities of more  than 1 year.
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Commodities are represented by the Bloomberg Commodity Index which is a composition of futures contracts on physical commodities. It currently includes a diversified mix of commodities in five sectors including energy, 
agriculture, industrial metals, precious metals and livestock. The weightings of the commodities are calculated in accordance with rules that ensure that the relative proportion of each of the underlying individual  
commodities reflects its global economic significance and market liquidity.

Cash is represented by the ICE BofAML U.S. Treasury Bill 3 Month Index which is a subset of the ICE BofAML 0-1 Year U.S. Treasury Index including all securities with a remaining term to final maturity less than 3  
months.

U.S. Large Cap Equity is represented by the S&P 500 Index which is an unmanaged index comprised of 500 widely-held securities considered to be representative of the stock market in general.

U.S. Mid Cap is represented by the S&P MidCap 400® provides investors with a benchmark for mid-sized companies. The index, which is distinct from the large-cap S&P 500®, measures the performance of mid-sized  
companies, reflecting the distinctive risk and return characteristics of this market segment.

U.S. Small Cap Core Equity is represented by the S&P 600 Small Cap Index which is a measure of the performance of the small-cap segment of the U.S. equity universe

International Developed Markets is represented by the MSCI EAFE Index is an equity index which captures large and mid cap representation across 21 Developed Markets countries* around the world, excluding the
U.S. and Canada. With 921 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country. Emerging Markets is represented by the MSCI Emerging Markets Index  
captures large and mid cap representation across 24 Emerging Markets (EM) countries*. With 1,125 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in each country.
Value is represented by the S&P 500 Value Index which is a subset of stocks in the S&P 500 that have the properties of value stocks.  

Growth is represented by the S&P 500 Growth Index which is a subset of stocks in the S&P 500 that have the properties of growth stocks.

U.S. Government Bonds are represented by the Bloomberg U.S. Government Index which is an unmanaged index comprised of all publicly issued, non-convertible domestic debt of the U.S. government or any agency  
thereof, or any quasi-federal corporation and of corporate debt guaranteed by the U.S. government

U.S. Mortgage-Backed Securities are represented by the U.S. Mortgage-Backed Securities (MBS) Index which covers agency mortgage-backed pass-through securities (both fixed-rate and hybrid ARM) issued by  
Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac (FHLMC).

U.S. Investment Grade Corporate Bonds are represented by the Bloomberg U.S. Corporate Investment Grade Index which is an unmanaged index consisting of publicly issued U.S. Corporate and specified foreign  
debentures and secured notes that are rated investment grade (Baa3/BBB- or higher) by at least two ratings agencies, have at least one year to final maturity and have at least $250 million par amount outstanding.

The S&P U.S. REIT index measures the investable universe of publicly traded real estate investment trusts domiciled in the United States

U.S. High Yield Corp is represented by the ICE BofAML U.S. High Yield Index tracks the performance of below investment grade, but not in default, U.S. dollar denominated corporate bonds publicly issued in the U.S.  
domestic market, and includes issues with a credit rating of BBB or below, as rated by Moody’s and S&P.

Floating Rate Bank Loans are represented by the Credit Suisse Leveraged Loan Index. The index represents tradable, senior-secured, U.S.-dollar-denominated non-investment-grade loans.

Global Equity is represented by the MSCI All World Country (ACWI) Index which is defined as a free float-adjusted market capitalization-weighted index that is designed to measure the equity market performance of 
developed and emerging markets. The MSCI ACWI Index consists of 48 country indices comprising 24 developed markets countries and 24 emerging markets countries.

Emerging Markets Equity is represented by the MSCI EM Index which is defined as a free float-adjusted market capitalization index that is designed to measure equity market performance of emerging markets  
countries

Intermediate Term Municipal Bonds are represented by the Bloomberg Municipal Bond Blend 1-15 Year (1-17 Yr) is an unmanaged index of municipal bonds with a minimum credit rating of at least Baa, issued as part  of a
deal of at least $50 million, that have a maturity value of at least $5 million and a maturity range of 12 to 17 years.

Disclosures



Disclosures
U.S. Core Taxable Bonds are represented by the Bloomberg U.S. Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, U.S. dollar-denominated, fixed-rate taxable bond  
market. The index includes Treasuries, government-related and corporate securities, MBS (agency fixed-rate and hybrid ARM pass-throughs), ABS and CMBS (agency and non-agency).

Slide 50 – EU Corporate is represented by the Bloomberg Euro-Aggregate Corporates Index which is a benchmark that measures the corporate component of the Euro Aggregate Index and includes investment grade,  
euro-denominated, fixed-rate securities.

U.S. Government Bonds are represented by the Bloomberg U.S. Government Index which is an unmanaged index comprised of all publicly issued, non-convertible domestic debt of the U.S. government or any agency  
thereof, or any quasi-federal corporation and of corporate debt guaranteed by the U.S. government.

U.S. IG Corporate Bonds are represented by the Bloomberg U.S. Corporate Bond Index measures the investment grade, fixed-rate, taxable corporate bond market. It includes U.S.D denominated securities publicly  
issued by U.S. and non-U.S. industrial, utility and financial issuers.

U.S. High Yield Corporate Bonds are represented by the ICE BofAML U.S. HY Master Index which is an index that tracks U.S. dollar denominated debt below investment grade corporate debt publicly issued in the U.S.  
domestic market.

S&P 500 Information Technology Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the information technology sector based on  
GICS® classification.
S&P 500 Financials Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the financials sector based on GICS® classification.  

S&P 500 Energy Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the energy sector based on GICS® classification.

S&P 500 Materials Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the materials sector based on GICS® classification.  S&P

500 Industrials Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the industrials sector based on GICS® classification.

S&P 500 Consumer Discretionary Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the consumer discretionary sector based on  
GICS® classification.

S&P 500 Communication Services Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the communication services sector based on  
GICS® classification.

S&P 500 Utilities Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the utilities sector based on GICS® classification.

S&P 500 Consumer Staples Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the consumer staples sector based on GICS®  
classification.

S&P 500 Health Care Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the health care sector based on GICS® classification.  

S&P 500 Real Estate Index – a capitalization-weighted index that is composed of those companies included in the S&P 500 that are classified as members of the real estate sector based on GICS® classification.
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