
 

The sole legally binding version is the official report. 

 

Bank Julius Baer & Co. Ltd. 

Bahnhofstrasse 36, P.O. Box, 8010 Zurich, Switzerland 

T +41 (0) 58 888 1111, F +41 (0) 58 888 1122 

www.juliusbaer.com 
  

1/6   

ONE-PAGER FOR DONORS 

31.08.2022 

 

Market comment 

 

 
Investors were eagerly awaiting the traditional meeting of central bankers in Jackson 
Hole, hoping for a confirmation of a more cautious approach in the continuation of 
the monetary tightening cycle initiated since the beginning of the year in the United 
States and Europe, or even confirmation of a pivot in Washington. Their 
expectations were dashed. Central banks did not pivot tactically, they swung 
structurally. The turnaround is brutal, to say the least. The era of an abundant 
supply of cheap labor, energy, and manufactured goods in Asia are over. Previously, 
central banks had to ensure that demand did not collapse in the face of external 
shocks or excessive monetary tightening leading to a sharp decline in the value of 
financial and real assets. From now on, they must recalibrate final demand to realign 
it with the supply constraints resulting from the new geopolitical situation. The 
context described above has plunged us into a bear market of an unprecedented 
nature. As we pointed out at the end of the first half of the year, US equities fell by 
more than 20% over six months without a decline in corporate earnings. This has 
never happened before. All bear markets result from the combined effect of a 
decline in valuations and a decline in earnings. After the second-quarter earnings 
season, earnings expectations for the current year are still more or less unchanged. 
Until real earnings fall, the current bear market is unprecedented, driven entirely by 
valuation multiple compression. 
 
Also, in the month of August we refrained from doing any transactions on the equity 
side as we were still awaiting the second-quarter results from some companies and 
their respective full year guidance. From the portfolio companies that reported in 
July and August, 84% had a beat in expectation, 10% were in-line with expectations 
and only 6% were announcing a rather weaker than expected result or outlook. 
Certainly, given the uncertainties, companies are guiding cautiously, but profits are 
showing resilience. Since the pandemic, the increased uncertainty has resulted in a 
large reduction in the number of companies that are prepared to issue forward 
guidance, with the result that many research analysts themselves have also been 
much more cautious in their growth expectations. However, with the second 
quarter’s earnings season now complete, it was encouraging that growth turned out 
to be significantly better than had been feared. 
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The transmission of the current monetary tightening in the financial markets and 
especially in the economy does not follow the same logic as before. The monetary 
dynamics are different. The deflationary asymmetry is no longer in effect. The 
tightening is not causing any signs of systemic risk. In conclusion, we should not 
reason in a binary way – i.e., risk-on versus risk-off, and expansion versus recession. 
This is not the time to take big sectoral or factorial wagers, but rather to reflect 
calmly on the potential consequences of the new situation. This reflection should be 
done while relying on a well-constructed portfolio in terms of di-versification, 
favoring real assets over nominal as-sets, and maintaining a slightly defensive bias 
until the Fed has completed the normalization of the cost of capital. 
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Monthly gross performance YTD - Benchmark and portfolio

Development of equity - comparison with equity indices 
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