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World economic activity continues to slowdown
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Latest data available as of November 2022. Source: Macrobond. 

Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance



Headline inflation close to peak in most DM, but core inflation an issue 
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Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance

Latest data available as of November 2022. Source: Macrobond. 



Wage inflation remains high and sticky –above the Fed’s comfort level

4

Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance

Latest data available as of November  2022. Source: Macrobond. 



Markets price in recession as policy expectations start flagging
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Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance

Latest data available for both charts as of November  2022. Source: Macrobond. 



Recession, fragmentation risk & surging inflation places the ECB in a bind

ECB stands for European Central Bank. Data as of November 2022. Source: Macrobond. 
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Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance



Europe’s energy substitution is impressive 
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European gross available energy by source European gas imports 

Data as of November 2022. Source: Macrobond. 



But winter is coming-consumption depends heavily on temperature
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European energy support measures (% of GDP)Sensitivity of gas consumption on temperature changes 

Data as of November 2022. Source: Macrobond. 



Our scenarios 
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Market pricing and performance



Market breadth shows signs of stabilization, still early to call the market bottom

11

Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance



Financial conditions tightened most rapidly in a decade, pressing equity valuations
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PE: price to earnings ratio. Data as of November  2022. Source: JP Morgan and Macrobond.

Charts are provided for illustrative purposes and are not indicative of the past or future performance of any BNY Mellon product.



Earnings estimates have more room to soften
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Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance

Latest data available as of November  2022. Source: Macrobond. 
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Defensive sectors still a safer bet

Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance
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Fed hawkishness & US exceptionalism drove the USD to decadal highs

Charts are provided for illustrative purposes and are not a reliable indicator of current or future performance



Yield curves remain inverted, signaling recession in major DMs
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Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance

Latest data available as of November  2022. Source: Macrobond. 



More risk is now priced into credit markets and Europe periphery bonds

HY: high yield. IG: investment grade. *OAS: option adjusted spread. **Bunds are another way to describe German 10-year government bond yields. Data as of November  2022. Source: Macrobond.
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Charts are provided for illustrative purposes and are not a reliable indicator of current or f uture performance



Investment Conclusions
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Equities

• Major themes are: deglobalization, Fed tightening & QT, “sticky” inflation, and economic slowdown

• Within equities, we continue to prefer income equities (equities of companies that return cash to shareholders either throughdividends or share
buybacks) to non-income paying stocks

• Similarly, value stocks are favored to growth due to their lower duration in a rising rate environment and when multiples areat risk of compressing
further

• We believe that it is prudent to trim cyclical exposures and position more defensively on a sector basis, favoring sectors such as consumer staples
and healthcare

Fixed Income and Credit

• Time to meaningfully increase exposure to long duration sovereign fixed income is likely to come in 2023, as economic conditionsdeteriorate
further, and the Fed and other major central banks are forced to reassess their policy stance

• If, as we expect, activity slows further (and meaningfully so), tightening financial conditions alongside slowing revenue, worsening operating
margins, and eroding cash buffers will weigh on interest-coverage ratios, market liquidity and refinancing ability. This will especially hurt highly-
levered firms that lack pricing power

US Dollar

• US Dollar continues to have upside but pace of appreciation may slow down. Still favorable interest rate differentials, a more resilient growth
outlook, and entrenched safe haven properties provides the strengthening trend in the USD with further room to run.

Projections or forecasts regarding future event, targets or expectation, are only current as of the date indicated. There is no assurance 
that such events or expectations will be achieved, and actual results may be significantly different.



Definitions
Purchasing Manger Indices (PMI) An economic indicator derived from monthly surveys of private sector companies. A level above 50 indicates expansion compared to the prior month and below 50 contraction.

MSCI All-Country World The MSCI All-Country World Index is an index that tracks the performance of both Developed and Emerging Market equities

MSCI World - DM The MSCI World Index is an index that tracks the performance of Developed Market equities

MSCI EAFE The MSCI EAFE Index is an index that tracks the performance of Developed Market equities across Europe, Australasia and the Far East excluding the US and Canada

MSCI EM The MSCI EM index tracks the performance of Emerging Market Equities

US (S&P 500) The S&P 500 is an index designed to track the performance of the largest 500 US companies

US (NASDAQ) The Nasdaq Composite Index is the market capitalization-weighted index of approximately 3,000 common equities listed on the Nasdaq stock exchange

US (Russell 2000) The Russell 2000 Index is a small-cap stock market index of the bottom 2,000 stocks in the Russell 3000 Index

Japan (Nikkei 225) The NIKKEI 225 is an index that tracks the performance of the largest 225 companies traded in the Japanese market

EU (STOXX 50) The EURO STOXX 50 Index, Europe's leading blue-chip index for the Eurozone, provides a blue-chip representation of supersector leaders in the region

UK (FTSE 100) The STOXX 600 is an index that represents the performance of 600 large, mid and small capitalization companies across 18 countries in the European Union

France (CAC 40) The CAC 40 is an index that tracks the performance of the largest 40 companies traded on the Paris Stock Exchange

Germany (DAX 30) The DAX 30 is an index that tracks the performance of the largest 30 companies traded on the Frankfurt Stock Exchange

China (MSCI China) The MSCI China Index captures large and mid cap representation across H shares, B shares, Red chips, P chips and foreign list ings. With 459 constituents, the index covers about 85% of this China equity universe.

China Caixin Services PMI In China, the Caixin Services Purchasing Managers' Index measures the performance of the services sector.

Global Treasury ex US The Bloomberg Barclays Global Treasury ex US index tracks fixed-rate local currency government debt of investment grade countries excluding the US and represents the Treasury sector of the Global Aggregate Index

US Treasury The Bloomberg Barclays US Treasury Index is the US Treasury component of the US Aggregate Index and uses public obligations of the US Treasury with a remaining maturity of one year or more

Global Investment Grade - Corp. This Index reflects the Corporate component of the Bloomberg Barclays Global Aggregate Index which is designed to provide a broad-based measure of the global investment-grade fixed income markets

Global High Yield The Bloomberg Barclays Global High Yield Index is a broad-based measure of the global high yield market

US Leveraged Loans The S&P/LSTA Leveraged Loan Total Return Index is designed to measure the performance of the US leveraged loan market

S&P Municipal Bond IG Intermediate The S&P Municipal Bond Investment Grade Intermediate Index consists of bonds in the S&P Municipal Bond Index that are rated at least BBB- by Standard & Poor’s, Baa3 by Moody’s or BBB- by Fitch Ratings. All bonds must also have a minimum maturity of three years and a maximum maturity of up to, but not including, fifteen years as measured from the rebalancing date.

EM USD Denominated The Bloomberg Barclays EM USD Aggregate Index includes USD denominated debt from sovereign, quasi-sovereign, and corporate EM issuers

Bloomberg Commodity Index The Dow Jones UBS Commodity index is designed to provide diversified commodity exposure with weightings based on the commodit y's liquidity and economic significance

Oil (WTII, USD / Barrel) Generic West Texas Intermediate crude oil spot price

Gold (USD / Troy Ounce) Gold London Bullion Market spot price, quoted in USD per Troy Ounce

US Investment Grade Corporate Bloomberg Barclays US Aggregate - Corporate Index is designed to measure the performance of the investment grade corporate sector in the US

US ISM manufacturing PMI Based on a survey of purchasing managers at more than 300 manufacturing firms by the Institute for Supply Management (ISM), the index monitors changes in production levels from month to month.

US High Yield The Bloomberg Barclays US High Yield Index covers the universe of fixed-rate, non-investment grade corporate debt in the US

3M US Libor Average interest rate at which a selection of banks in London lend to one another in USD with a maturity of 3 months

2Y US Treasuries Average yield of a range of Treasury securities all adjusted to the equivalent of a two-year maturity

10Y US Treasuries Average yield of a range of Treasury securities all adjusted to the equivalent of a ten-year maturity

10Y UK Gilt Average yield of a range of UK government bonds all adjusted to the equivalent of a ten-year maturity

10Y German Bund Average yield of a range of German government bonds all adjusted to the equivalent of a ten-year maturity

10Y Japanese Bond Average yield of a range of Japanese government bonds all adjusted to the equivalent of a ten-year maturity

CBOE VIX Indicator of the implied volatility of S&P 500 index as calculated by the Chicago Board Options Exchange (CBOE)

US 30Y Fixed-Rate Mortgage Bankrate.com 30-year US home mortgage fixed rate national average

S&P CoreLogic Case-Shiller 20-city Composite Home Price 
Index 

Tracks the value of single-family housing within the United States

USD - Majors Dollar Index A measure of the value of the US dollar relative to a basket of currencies of the US's most significant trading partners including the euro, Japanese yen, Canadian dollar, British pound, Swedish krona, and Swiss franc.

PMI (Purchasing Managers. Index) The Purchasing Managers' Index (PMI) is an index of the prevailing direction of economic trends in the manufacturing and service sectors

Citi Economic Surprise Index (and Inflation Surprise Index) Citi’s Economic Surprise Index — which measures the degree to which economic data (and inflation) is either beating or missing expectations.
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Disclosures
FOR INSTITUTIONAL, PROFESSIONAL, QUALIFIED INVESTORS AND QUALIFIED CLIENTS.  FOR GENERAL PUBLIC DISTRIBUTION IN THE U.S. ONLY.

This material should not be considered as investment advice or a recommendation of any investment manager or account arrangement and should not serve as a primary basis for investment decisions. Any statements and opinions expressed are as at the date of publication, are subject to change as economic and market 
conditions dictate, and do not necessarily represent the views of BNY Mellon or any of its affiliates. The information has been provided as a general market commentary only and does not constitute legal, tax, accounting, other professional counsel or investment advice, is not predictive of future performance, and should not be 
construed as an offer to sell or a solicitation to buy any security or make an offer where otherwise unlawful. The information has been provided without taking into account the investment objective, financial situation or needs of any particular person. BNY Mellon and its affiliates are not responsible for any subsequent investment 
advice given based on the information supplied. This is not investment research or a research recommendation for regulatory purposes as it does not constitute substantive research or analysis. To the extent that these materials contain statements about future performance, such statements are forward looking and are subject to a 
number of risks and uncertainties. Information and opinions presented have been obtained or derived from sources which BNY Mellon believed to be reliable, but BNY Mellon makes no representation to its accuracy and completeness. BNY Mellon accepts no liability for loss arising from use of this material.

All investments involve risk including loss of principal.

Not for distribution to, or use by, any person or entity in any jurisdiction or country in which such distribution or use would be contrary to local law or regulation. This information may not be distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances in which such offers or 
solicitations are unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional registration requirements. Persons into whose possession this information comes are required to inform themselves about and to observe any restrictions that apply to the distribution of this information in their 
jurisdiction.

Issuing entities
This material is only for distribution in those countries and to those recipients listed, subject to the noted conditions and limitations: For Institutional, Professional, Qualified Investors and Qualified Clients. For General Public Distribution in the U.S. Only. • United States: by BNY Mellon Securities Corporation 
(BNYMSC), 240 Greenwich Street, New York, NY 10286. BNYMSC, a registered broker-dealer and FINRA member, and subsidiary of BNY Mellon, has entered into agreements to offer securities in the U.S. on behalf of certain BNY Mellon Investment Management firms. • Europe (excluding Switzerland): BNY Mellon Fund 
Management (Luxembourg) S.A., 2-4 Rue EugèneRuppertL-2453 Luxembourg. • UK, Africa and Latin America (ex-Brazil): BNY Mellon Investment Management EMEA Limited, BNY Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA. Registered in England No. 1118580. Authorised and regulated by the Financial 
Conduct Authority. • South Africa: BNY Mellon Investment Management EMEA Limited is an authorised financial services provider. • Switzerland: BNY Mellon Investments Switzerland GmbH,,Barengasse 29 CH-8001 Zürich, Switzerland. • Middle East: DIFC branch of The Bank of New York Mellon. Regulated by the Dubai 
Financial Services Authority. • Singapore: BNY Mellon Investment Management Singapore Pte. Limited Co. Reg. 201230427E. Regulated by the Monetary Authority of Singapore. • Hong Kong: BNY Mellon Investment Management Hong Kong Limited. Regulated by the Hong Kong Securities and Futures Commission. • Japan: 
BNY Mellon Investment Management Japan Limited. BNY Mellon Investment Management Japan Limited is a Financial Instruments Business Operator with license no 406 (Kinsho) at the Commissioner of Kanto Local Finance Bureau and is a Member of the Investment Trusts Association, Japan and Japan Investment Advisers 
Association and Type II Financial Instruments Firms Association. • Australia: BNY Mellon Investment Management Australia Ltd (ABN 56 102 482 815, AFS License No. 227865). Authorized and regulated by the Australian Securities & Investments Commission. • Brazil: ARX Investimentos Ltda., Av. Borges de Medeiros, 633, 4th 
floor, Rio de Janeiro, RJ, Brazil, CEP 22430-041. Authorized and regulated by the Brazilian Securities and Exchange Commission (CVM). • Canada: BNY Mellon Asset Management Canada Ltd. is registered in all provinces and territories of Canada as a Portfolio Manager andas a Commodity Trading Manager in Ontario.

BNY MELLON COMPANY INFORMATION

BNY Mellon Investment Management is one of the world’s leading investment management organizations, encompassing BNY Mellon’s affiliated investment management firms and global distribution companies. BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic term to reference the corporation as 
a whole or its various subsidiaries generally. • Insight Investment - Insight North America LLC (INA) is a registered investment adviser under the Investment Advisers Act of 1940 and regulated by the US Securities and Exchange Commission. INA is part of 'Insight' or 'Insight Investment', the corporate brand for certain asset management companies operated by 
Insight Investment Management Limited including, among others, Insight Investment Management (Global) Limited (IIMG) and Insight Investment International Limited (IIIL) and Insight Investment Management (Europe) Limited (IIMEL). Insight is a subsidiary of The Bank of New York Mellon Corporation. • Newton Investment Management - Newton” and/or 
the “Newton Investment Management” brand refers to the following group of affiliated companies: Newton Investment Management Limited (NIM) and Newton Investment Management North America LLC (NIMNA). NIM is incorporated in the United Kingdom (Registered in England no. 1371973) and is authorized and regulated by the Financial Conduct Authority 
in the conduct of investment business. Both Newton firms are registered with the Securities and Exchange Commission (SEC) in the United States of America as an investment adviser under the Investment Advisers Act of 1940. Newton is a subsidiary of The Bank of New York Mellon Corporation. • ARX is the brand used to describe the Brazilian investment 
capabilities of BNY Mellon ARX Investimentos Ltda. ARX is a subsidiary of BNY Mellon. • Dreyfus is a division of BNY Mellon Investment Adviser, Inc. (BNYMIA) and Mellon Investments Corporation (MIC), each a registered investment adviser and subsidiary of BNY Mellon. Mellon Investments Corporation is composed of two divisions; Mellon, which 
specializes in index management and Dreyfus which specializes in cash management and short duration strategies. • Walter Scott & Partners Limited (Walter Scott) is an investment management firm authorized and regulated by the Financial Conduct Authority, and a subsidiaryof BNY Mellon. • Siguler Guff - BNY Mellon owns a 20% interest in Siguler Guff & 
Company, LP and certain related entities (including Siguler Guff Advisers LLC).

No part of this material may be reproduced in any form, or referred to in any other publication, without express written permission. All information contained herein is proprietary and is protected under copyright law.
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