
What challenges did global 
stocks face in 2022?
Rising interest rates, bond yields, 
inflation and threats of a looming 
global recession have been significant 
challenges for stocks globally in 2022.  
This formidable set of headwinds 
has seen global equity markets post 
significant losses in US dollar terms.  

With the ‘transitionary’ inflation 
pressures of global supply chain 
disruption that first appeared in the 
aftermath of Covid being exacerbated 
and prolonged by the escalation of 
Russian aggression in Ukraine, an 
inevitable tightening of monetary policy 
globally in order to try and control this 
has resulted in interest rates rising 
sharply over the course of the year.  

With this rise, the present value of future 
company cash flows, upon which stocks 
are valued, painted a very different 
picture for many of the previous market 
leaders. As a result, traditional higher 
growth areas, such as technology 
stocks, saw sharp sell-offs over the 
course of the year and, as inflation 
pressures took hold, those companies 
with less pricing power also began to 
come under pressure. 
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What worked well in Global 
Equities in 2022?
As expected with hindsight, those 
sectors that tend to do well in rising 
inflationary periods were the best places 
to be over the year. Both energy and 
commodities sectors were especially 
strong during the year as prices rose 
on the back of strong demand for 
weaker supply.  

Currency movements had a notable 
impact over the year with the Federal 
Reserve’s early and more aggressive 
approach to raising interest rates 
pushing the US dollar higher against 
the world’s other main currencies. 
For sterling investors in global overseas 
assets, this dollar strength provided 
a boost to returns over the year. 

When researching and building 
portfolios of global equities we tend to 
look at the world though a proprietary 
Corporate Life Cycle classification 
lens. This is based on the belief that 
corporate returns on productive capital 
and growth tend to progress along 
a Life Cycle and every company can 
be located economically in one of five 
Life Cycle categories. 

Over the course of 2022 we observed 
that those companies at the front 
end of the Life Cycle, which we term 
Accelerators and Compounders, came 
under significant pressure against 
the market backdrop. It is here that 
you would expect to find early-stage 
technology companies together 
with some larger, more established, 
traditional growth business which have 
been the market leaders for so long. 
In contrast, the later Life Cycle stages 
of Mature and Turnaround companies, 
where we tend to find much more 
representation of the traditional Value 
sectors, were much stronger overall 
performers than in previous years. 

What were the biggest 
challenges when manging 
Global Portfolios in this 
market environment? 
The volatility of ‘style’ and ‘factor’ 
performance in financial markets, which 
first started to pick up around six or 
seven years ago, increased significantly 
over the period. The deviations in 
performance between different types 
of stock and manager ‘styles’ over 
the period are strong evidence of 
this elevated risk. 

This has made it increasingly challenging 
to build portfolios with absolute 
high stock specific risk, which is our 
traditional ‘edge’. In response to 
this challenge, we have continued to 
spend much time and effort evolving 
our measurement of style and factor 
risks and also the tools we have at our 
disposal to build portfolios in these 
types of environments.  We have for 
example continued to benefit this year 
from a proprietary toolset using over 
20 fundamental risk factors which allows 
us to understand and balance top-down 
risk across our portfolios in multiple 
planes to ensure we remain in balance. 

Are you positive on the 
outlook for equities in 2023?
The significant falls in equity markets 
along with the resilience of long-term 
wealth creation in equities means that 
stocks are likely more attractive now 
than 12 months ago which does provide 
some comfort in the face of a challenging 
and still uncertain outlook within which 
a pretty deep and prolonged recession 
seems to be priced in.  

There are large swaths of the equity 
market that are likely to be relative 
beneficiaries should inflation moderate, 
in a way that cash and fixed income assets 
cannot be.  The cyclical nature of parts of 
the equity market are also likely to rally in 
the event of a more moderate recession 
once the growth outlook improves.  

It’s never possible to predict the market 
for the next 12 months but current 
lower priced markets, areas of inflation 
protection and areas that have become 
particularly cheap all create pockets 
of opportunity that were not as evident 
at the beginning of the year.  
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What themes will be 
prominent next year?
The rate and magnitude of rising interest 
rates and bond yields have signalled a 
global recession as likely given how much 
consumer financing and disposable incomes 
are set to be squeezed.  How deep, long 
and widespread this recession is will likely 
dominate analyst and earnings forecasts for 
the near term and there is much uncertainty 
around this.  What happens next with the 
Chinese economy, Covid and geopolitical 
policy are issues that will all likely be front 
and centre to sentiment and moves within 
global equity markets.

We tend to avoid making any top-level 
sector or thematic predictions, as 
experience tells us that this can be very 
challenging. However, we can make 
observations based upon bottom-up 
insights and more long-term observations. 
We believe our approach of investing in 
a broad range of companies who are in 
control of their own fates, irrespective of 
market conditions is the right one.  As well as 
looking for durable businesses, a willingness 
to look through short-term extremes of 
sentiment and buy stocks when they are out 
of favour, or take profits when sentiment 
becomes exuberant, should, in our view, 
deliver longer-term performance. 

In this respect, for stock pickers like 
ourselves, the biggest challenge with 
global equity investing also provides 
its biggest opportunity: the fact 
that there are over 5000 investible 
stocks to choose from. We are 
advantaged in this approach at RLAM 
by our comprehensive data-layer and 
technology toolsets, built up over 20 
years, which covers every stock in this 
broad universe and these form the basis 
for our comprehensive idea generation, 
research and stock selection. 

In terms of portfolio positioning, we 
continue to invest broadly across this Life 
Cycle which, alongside our tight region 
and sector relative exposures, ensures 
that we continue to seek stock specific 
risk as our main performance driver.   

We continue to be convinced in our 
belief that companies pursuing the 
right wealth creating strategy for their 
position in the Corporate Life Cycle will 
be very fruitful long-term opportunities 
for shareholders. Beyond that, and 
like 2022, we would note that relative 
valuation opportunities across the Life 
Cycle continue to be in abundance. 

“ A willingness to  A willingness to 
look through short-look through short-
term extremes of term extremes of 
sentiment and buy sentiment and buy 
stocks when they stocks when they 
are out of favour, are out of favour, 
or take profits when or take profits when 
sentiment becomes sentiment becomes 
exuberant, should, exuberant, should, 
in our view, deliver in our view, deliver 
longer-term longer-term 
performance. performance. ”
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Investment risks
Past performance is not a guide to future 
performance. The value of investments 
and the income from them is not 
guaranteed and may go down as well as 
up and investors may not get back the 
amount originally invested. Changes in 
currency exchange rates may affect the 
value of these investments.

Important information 
For professional clients / qualified 
investors only, not suitable for 
retail investors. This is a marketing 
communication.

This is a financial promotion and is not 
investment advice. Telephone calls may 
be recorded. For further information 
please see our Privacy policy at  
www.rlam.com

The views expressed are those of the 
authors at the date of publication unless 
otherwise indicated, which are subject to 
change, and is not investment advice.

The services being offered hereby 
are being offered on a private basis to 
investors who are institutional investors. 
This document is not subject to and has 
not received approval from either the 
Bermuda Monetary Authority or the 
Registrar of Companies in Bermuda 
and no statement to the contrary, explicit 
or implicit, is authorized to be made in 
this regard. The services being offered 
may be offered or sold in Bermuda only 
in compliance with the provisions of 
the Investment Business Act 2003 of 
Bermuda. Additionally, non-Bermudian 
persons may not carry on or engage in any 
trade or business in Bermuda unless such 
persons are authorized to do so under 
applicable Bermuda legislation. Engaging 
in the activity of offering or marketing 
the services being offered in Bermuda to 
persons in Bermuda may be deemed to be 
carrying on business in Bermuda.

This document is private and confidential 
and only for use by “permitted clients” in 
Canada. This document is for information 
purposes only and is not intended as 
an offer or solicitation to invest. This 
document does not constitute investment 
advice and should not be relied upon as 
such. Royal London Asset Management 
Limited (“RLAM”) is authorized to provide 
investment services in Canada under the 
International Adviser Exemption. 

RLAM’s principal place for business 
is in the United Kingdom, and it is not 
registered as a manager in the provinces 
of Alberta, British Columbia, Ontario, 
and Québec.

Issued in December 2022 within 
Europe (ex-Switzerland) by FundRock 
Distribution S.A. (“FRD”) the EU 
distributor for Royal London Asset 
Management Limited. FRD is a 
public limited company, incorporated 
under the laws of the Grand Duchy of 
Luxembourg, registered office at 9A, rue 
Gabriel Lippmann, L-5365 Munsbach, 
Luxembourg, and registered with the 
Luxembourg trade and companies 
register under number B253257. 
Page 23, FRD is authorized as distributor 
of shares/units of UCIs without making 
or accepting payments (within the 
meaning of Article 24-7 of the 1993 
Law), as updated from time to time. 
FRD is authorised and regulated by the 
Commission de Surveillance du Secteur 
Financier (CSSF). Portfolio management 
activities and services are undertaken 
by Royal London Asset Management 
Limited, 55 Gracechurch Street, London, 
EC3V 0RL, UK. Authorised and regulated 
by the Financial Conduct Authority in the 
UK, firm reference number 141665. 
A subsidiary of The Royal London Mutual 
Insurance Society Limited.
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Contact us  
For more information about our range 
of products and services, please 
contact us. Royal London Asset 
Management (RLAM) has partnered 
with FundRock Distribution S.A, who 
will distribute RLAM’s products and 
services in the EEA. This follows the 
United Kingdom’s withdrawal from 
the European Union and ending of the 
subsequent transition period, as UK 
Financial Services firms, including 
RLAM, can no longer passport their 
business into the EEA.

Royal London Asset Management 
55 Gracechurch Street 
London EC3V 0RL

Business Development Support 
bdsupport@rlam.co.uk 
+44 (0)20 3272 5950

For institutional client queries 
institutional@rlam.co.uk 
+44 (0)20 7506 6500

For any queries or questions coming 
from EEA potential investors, 
please contact:

Javier Igartua 
FundRockDistribution S.A. 
9A rue Gabriel Lippman 
Luxembourg-L-5365, Munsbach 
+352 691 340 728 
Javier.Igartua@fundrock.com
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