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Portfolio Index*

North America 78.0% 82.4%

Europe 9.2% 10.7%

Emerging Asia 4.0% 2.3%

Japan 3.9% 3.0%

Australia 2.7% 1.1%

Cash 2.2% 0.2%

Latin America 0.0% 0.3%
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Portfolio Index*

Technology 25.7% 23.4%

Financials 22.4% 14.1%

Healthcare 12.7% 13.6%

Industrials 8.3% 9.6%

Communication Services 7.3% 7.8%

Consumer Discretionary 6.4% 10.5%

Energy 6.3% 4.8%

Consumer Staples 4.3% 7.6%

Materials 2.8% 3.6%

Cash 2.2% 0.0%

Utilities 1.1% 2.9%

Real Estate 0.5% 2.4%
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Portfolio Index*

US dollar 75.8% 80.9%

Canadian dollar 4.4% 1.6%

Euro 4.3% 6.8%

Japanese yen 4.0% 3.1%

Sterling 2.9% 2.2%

Australian dollar 2.6% 1.1%

Swiss franc 2.0% 1.8%

Indian rupee 1.4% 0.0%

Other 2.6% 2.5%
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Portfolio Index*

SOFR FRN 3.4% 0.0%

0-1 YR 39.0% 0.0%

1-2 YR 25.0% 53.4%

2-3 YR 28.4% 46.6%

3-5 YR 1.6% 0.0%

Cash 2.6% 0.0%
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*50% S&P Global 1200 and 50% S&P 500, ** Bloomberg US Treasury 1-3 Year



F O R WA R D  O UT LO O K
Considerably tighter financial conditions will lower economic growth in the coming quarters. In addition 
to major central banks committed to fight inflation by raising interest rates, the fallout from recent 
stress in the banking sector will result in efforts by banks to boost their liquidity and a slowdown in 
lending which tightens financial conditions.

A shift of strategic production back to the US, investments in artificial intelligence (AI), and its diffusion 
across different sectors will be key themes over the next few years. We are comfortable with our overweight 
position in Financials despite recent turmoil in regional banks as big banks such as J.P. Morgan Chase and 
Goldman Sachs follow very stringent Fed requirements and hold capital positions well above regulatory 
requirements. We also hold credit card companies amid healthy travel trends. The Technology sector 
will drive AI with Microsoft, Alphabet, and Nvidia at the forefront, potentially reshaping the software 
category.  We are overweight in the Energy sector as companies are constructive on oil prices citing China’s 
reopening, lack of Russian supply, low US strategic petroleum reserves, and companies’ commitment to 
increase shareholder returns. We are underweight interest rate sensitive sectors; Utilities, Real Estate, 
and Industrials. We firmly believe that high-quality stocks with reasonable valuations, strong cash flows, 
and lower debt levels will outperform in a volatile environment.

The US is our largest holding regionally at 74.1 percent due to the US market offering the largest pool 
of investment opportunity and a high degree of liquidity.  We have limited our direct exposure to China 
on increased geopolitical risks and as the US and other nations pursue supply independence by shifting 
manufacturing away from China. Instead, we chose to invest in countries that will benefit from China’s 
reopening and are overweight South Korea and Taiwan which also align with our AI theme, as well as 
Japan which is seeing a rebound in tourism. Similarly, we are overweight Canada (4.4 percent vs. 1.6 
percent) and Australia (2.6 percent vs. 1.1 percent) as the nations shall benefit from Chinese commodities 
demand. Lastly, we are underweight Europe as energy supply is an ongoing concern and monetary policy 
tightening raise stagflation risks.

High-quality fixed income securities are attractive for investors who have been starved of income in 
bonds for years.  We actively lock in better yields in a laddered approach in our portfolios as we expect 
yields to fall (and bond prices to rise) if markets price in a greater possibility of recession or larger central 
bank rate cuts toward the end of 2023. Quality matters and we like short-term government bonds and 
investment grade corporate bonds with a minimum credit rating of A- as per S&P Global Ratings. Further, 
shorter-dated Treasuries are liquidity providers and safe havens during periods of market stress.

The US dollar stays elevated as the Fed raises rates into summer, thus keeping interest rate differentials 
relatively intact, and on safe haven demand as the Swiss franc has lost some of its allure in recent weeks. 
The ECB stays on a similar interest rate path as the Fed and the euro will be range-bound against the US 
dollar. Sterling could find some support as better than expected GDP data in recent months makes it easier 
for the Bank of England to justify further rate hikes amid stubbornly high inflation. The Japanese yen 
could see some appreciation versus the US dollar as domestic inflation is ticking up, wages are rising, and 
the central bank may get rid of the yield curve control under the new governor. Demand for commodities 
provide some support for the Canadian and Australian dollar; however, this is offset by their central banks 
which are at the end of their respective interest rate hike cycles.
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KEY ECONOMIC FACTORS As at 31st March 2023
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World economic growth forecasts have trailed higher from 2.1 
percent in our previous publication to 2.4 percent in 2023 boosted 
by China’s post-COVID re-opening. As the US consumer pulls 
back on spending on goods, reflected in a drop in imports as well 
as rail traffic data, the economy should skirt recession in 2023 as 
government spending holds up and exports pick up later in the 
year. Canada’s growth falls behind that of US on weak business 
investment and household spending. Lower, albeit still high, 
energy prices mean Europe faces a structural energy challenge 
and the former German growth engine is now falling behind 
both France, Italy, and Spain. Across the channel, the UK risks 
falling into recession and households face the largest fall in living 
standards on record amid persistent high inflation, exacerbated 
by wage negotiations. Consensus estimate is for strong growth 
of 5.3 percent in China for 2023, led by fixed investment and 
consumer spending. China’s growth will spillover to Emerging 
Asian economies as growth in Asia ex-Japan is estimated at 5.1 
percent for 2023.

US — • +

Canada — • +

United Kingdom — • +

European Union — • +

Japan — • +

China — • +

India / South East Asia — • +

Australia — • +

Latin America — • +

MACRO ECONOMIC

Central bankers around the globe are committed to squash 
inflation through tighter monetary policy. In the US inflation has 
come down but is still stubbornly high and we expect the Fed 
to deliver a series of smaller 0.25 percent hikes into summer 
at the cost of higher unemployment, slowing growth, and the 
heightened risk of recession. In addition to tighter monetary 
policy the Fed should also get some assistance in bringing inflation 
down on subdued credit creation and lending as banks shore up 
their capital requirements following the recent banking turmoil. 
Should inflation stay on its current downward trend, the Fed may 
cut rates in late 2023 to avoid the risk of hard landing. In Europe, 
we believe the ECB will soften their stance and deliver a series 
of smaller 0.25 percent rate hikes to tame inflation. The Bank of 
Canada is leaving rates on hold for now to let previous increases 
work their way through the system. The Bank of Japan is in for 
changes as new Governor Kazuo Ueda takes over in April. He is 
tasked with addressing rising domestic inflation and the central 
bank’s increasingly unsustainable yield curve control.

US — • +

Canada — • +

United Kingdom — • +

European Union — • +

Japan — • +

China — • +

India / South East Asia — • +

Australia — • +

Latin America — • +

MONETARY POLICY

GLOBAL TRADE

US — • + Consumers’ spending power is reduced amid high inflation and 
spending patterns are changing from goods to services (such as 
eating out and travel) for lower global trade volumes. 

GEOPOLITICAL

US — • + Bogged down in Ukraine, Russia could turn into a rogue state with 
little to lose from further isolation and Western retaliation. In 
China, Xi Jinping seeks to advance his nationalist policy agenda, 
increasingly provoking Asian neighbours and threatening Taiwan. 



MARKETS FORWARD - GEOGRAPHIC As at 31st March 2023
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Relative valuations appear reasonable compared to 
historical averages especially for resource-rich countries. 

Source: Bloomberg

US — • +

Canada — • +

United Kingdom — • +

European Union — • +

Japan — • +

China — • +

India / South East Asia — • +

Australia — • +

Latin America — • +

VALUATIONS

Earnings estimates have been gradually lowered amid 
slowing economic growth and as expenses outgrow 
revenues. China and Japan are the exceptions amid travel 
rebound from China post-COVID reopening. 

Source: Bloomberg
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EARNINGS GROWTH

The Energy and Financials sectors are attractively priced 
compared to historical averages whereas the Technology 
sector seems expensive.

Source: Bloomberg

Technology — • +

Healthcare — • +

Financials — • +
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Communication Services — • +
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Materials — • +

Utilities — • +
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VALUATIONS

Technology — • +

Healthcare — • +

Financials — • +

Industrials — • +

Consumer Discretionary — • +

Communication Services — • +

Consumer Staples — • +

Energy — • +

Materials — • +

Utilities — • +

Real Estate — • +

Earnings are expected to slow as companies struggle 
to cut costs as pricing power erodes. The Industrial and 
Consumer discretionary sectors recover from dismal 
growth over a year ago. 

Source: Bloomberg

EARNINGS GROWTH
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MARKETS IN REVIEW - FIRST QUARTER 2023 As at 31st March 2023
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All returns expressed in US dollars. Source: Bloomberg
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expectations that disinflation and turmoil in 
banking system in the US and Europe would 
propel central banks to slow their pace of 
rate hikes. Further, China’s post-COVID 
re-opening increased investor confidence 
that any slowdown in global growth will 
be partially offset by resurging economic 
activities in China. 
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European markets rose on unusually warm 
winter weather, the region’s diversification of 
energy imports and signs of disinflation. The 
UK market benefited from fiscal support to 
offset energy prices and economic resilience 
in Europe, the UK’s largest export market. In 
Australia, the Materials sector sold off and 
weighed on the overall market. 

Developed Markets rose 7.62 percent in US 
dollar terms.
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S Major benchmark returns varied widely as 
banking industry concerns and recession 
worries weighed on value and small-cap 
stocks. The technology heavy NASDAQ 
surged on optimism of an Artificial Intelligence 
revolution, expectations of slower interest 
rate hikes and a rotation out of energy and 
banking stocks into technology. A resilient US 
consumer and a strong labour market further 
underpinned the US market.

Overall, the S&P 500 gained 7.03 percent in 
the quarter. 
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Brazilian real The US dollar depreciated against most major 
currencies as the Fed indicated the pace of 
rate hikes might slow down ahead. Positive 
economic surprises and a relatively hawkish 
ECB supported the euro. The Japanese yen 
depreciated as a decline in inflation, driven by 
energy subsidies, made it less urgent for the 
central bank to relax the longstanding yield 
curve control and raise interest rates. 
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Mexican stocks gained as the nearshoring 
trend gained steam in the US. South Korea 
and Taiwan both got a boost from China’s 
re-opening. India sold off after Hindenburg’s 
report on the Adani Group raised questions 
on corporate governance in India. Brazilian 
stocks declined as the government and 
the central bank disagreed on inflation 
and monetary policy, increasing economic 
uncertainty. 

Emerging Markets gained 3.54 percent in the 
quarter.-3.13%
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Bond prices rose and yields fell as investors 
wagered that the Fed will slow the pace of 
rate hikes due to banking turmoil and signs 
of slowing inflation. Australian bond yields 
fell sharply on expectations the central 
bank is near the end of raising rates on 
softer domestic inflation. Investment grade 
corporate bonds outperformed US Treasuries 
on an improvement in risk appetite and their 
relatively better yields.
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BERMUDA
Bermuda Investment Advisory Services Limited

P.O. Box HM 988 Hamilton HM DX, Bermuda
T: 441-292-4292

www.bias.bm | info@biasinvestors.com
Licensed to conduct Investment Business by the Bermuda Monetary Authority

CAYMAN ISLANDS
BIAS Investors (Cayman) Ltd.

P.O. Box 30862, Grand Cayman, KY1-1204, Cayman Islands

T: 345-943-0003
www.bias.ky | info@biasinvestors.com

Licensed by the Cayman Islands Monetary Authority to conduct Investment Business

We Moved Offices
NEW Bermuda Location

Located on

4th Floor
Wessex House, 45 Reid Street, 

Hamilton, Bermuda

NEW Cayman Location
Located on

Godfrey Nixon Way
(Just off the Butterfield Roundabout,

upstairs from Doctor’s Express)
George Town, Grand Cayman


