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 The first quarter of 2023 saw market volatility return 
much in the same way as 2022 with assets heavily 
sold in 2022 forming the backbone of the strength in 
2023. After such a torrid 2022 and with many in the 
market expecting central banks to be near the end of 
the rate hiking cycle, markets saw some price swings 
in fixed income and growth investing as investors 
took advantage of generationally low prices. Strength 
in Q1 was spurred by the perception that economies 
might soon to be reaching the end of higher interest 

rates, which pulled down the price of the dollar and boosted the assets 
which benefited from its sell off.  
 
The US remained the laggard in the early stages of the year as investors 
crowded into the China reopening story which continued to bubble away 
after a ripping final quarter in 2022. Europe also got caught up in the 
positivity as investors believed that the European export market, with a 
focus on luxury goods exports to China, would prove the quarter’s big 
winner. Bonds helped to increase the gains with a solid month, bucking the 
2022 trend of negativity. February saw the outperformance story reversed 
with markets, and specifically the European, Asian and precious metals 
markets beginning to dissipate the strength seen in January as the dollar 
came back into view. The bond market also turned negative as inflation 
numbers began to prove more resilient than the market had hoped, 
resulting in fears of interest rates remaining at a higher level for longer than 
initially anticipated - causing prices to be marked down. The markets’ 
sensitivity to changing interest rate expectations is now back at levels not 
seen since Lehman Brothers crashed in 2008.  
 
March saw a searingly hot rally in growth stocks with the Nasdaq surging 
over 7% in a in a matter of weeks. Surprisingly, what spurred this strength 
was the collapse of Silicon Valley Bank (SVB). Ostensibly this was caused by 
poor risk management and misguided investment decisions by the bank’s 
management. More likely, the primary cause was raising rates in the US to 
nearly 5% in a little over a year. This had put the economy under 
tremendous pressure and in March the smaller end of the banking market 
started to show the cracks. The growth rally occurred as investors 
concluded the only way to prevent the collapse of the US banking system, 
and thus the economy, was to begin cutting rates. This spurred a huge rally 
in growth stocks, found almost exclusively in the US Nasdaq index, which 
thrive in a low interest rate environment. 

  PERFORMANCE REVIEW 
 
The performance data below relates to the period 01 January – 31 March 
2023. 

 
 PORTFOLIO  BENCHMARK  RELATIVE  
Defensive 0.89% 0.64% 0.25% 
Cautious 1.80% 1.48% 0.32% 
Balanced 2.79% 2.31% 0.48% 
Growth 3.32% 3.12% 0.20% 
Adventurous 4.15% 3.92% 0.23% 

 
Source: TAM Asset Management Ltd. Notes on Benchmarks: Composite of an 
equity and fixed income component. The equity component is the Bloomberg 
Developed Market Large & Mid Cap Total Return Index, the fixed income 
component is the Bloomberg Barclays Global Aggregate Bond Index. Both 
components are apportioned based on each individual risk profile. 

 
 

  

 PORTFOLIO ACTIVITY 
 
On the back of the introduction of some exciting global strategies in the 
previous quarter, portfolio turnover for Q1 2023 was relatively low. The 
ESG defensive GBP portfolio saw a slight increase in equity exposure 
through the introduction of the Schroder Global Energy Transition fund 
which was the only alteration to the portfolios in terms of their equity 
exposure.  
 
In the non-equity portion of the portfolios, we took the decision to rotate 
some of the fixed income exposure, with a focus on minimising our UK 
overweight in this asset class towards a new global impact credit fund. After 
a tough year for credit in 2022, the team viewed the first quarter as a good 
entry point for high quality corporate debt. This corporate debt strategy is 
relatively new to the market and has a focus on positive impact generation 
through its investments. TAM has rigorously assessed the ESG credentials of 
the strategy and are very excited about the strong positioning of the fund to 
both generate positive financial returns and impact.  
 
The end of the quarter saw TAM remove the small allocations of physical 
silver from the higher risk profiles. This metal, which is crucial in the energy 
transition to both solar power and wind power, was sold following a 12% 
gain in March. Looking ahead, TAM favour some of the innovative strategies 
coming to the market to provide further diversification to equities and 
bonds, as well as a continued allocation to gold.   

  
OUTLOOK AND STRATEGY 
 
Looking forward, the glide path to a “soft landing” in which the global 
economy can tame inflation whilst avoiding a recession remains questionable. 
Principally this is because the yield curve in the US remains inverted and US 
banks are now raising their lending requirements which will make it harder 
for businesses to secure short-term funding. The big question for the 2nd 
quarter will be the fight between economic weakness and inflation. If inflation 
comes down quickly markets should see more strength - specifically in growth 
stocks. Likewise, should we see economic weakness coming through we could 
see a more volatile equity landscape with strength coming from high quality 
equities and the likes of healthcare stocks. 
 
Conversely, slowing economic data combined with persistently high inflation 
should prompt investors to begin removing equity exposure across the board, 
moving more into cash and treating high quality government bonds with 
caution as the path for lowering rates remains challenged by sticky inflation. 
Almost all investors will want to avoid this scenario.  
 
In the 2nd quarter, TAM will be looking for signs of stress in the economy in 
the form of steeper company earnings contractions, oil prices, as well as a 
weakening jobs market to give us a picture of the health and direction of the 
global economy.  We see the potential for further economic weakness to be a 
catalyst for bonds to resume their historic role as a defensive asset. Given the 
above, we see potential in government and high-quality corporate bonds. We 
also see value in precious metals as an attractive haven against more 
economic stress and a good counter to a weakening dollar which we expect 
to see more of this year. Emerging markets and China remain attractive given 
the region’s lower valuations and under-owned status in global portfolios. 
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