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OUTLOOK 

Central banks appear set to accelerate their policy responses in 

the face of enduringly elevated inflation, as summer hopes of 

easing prices fade. For the eurozone, the combination of gas 

supply disruption, divergent fiscal responses between the 

member states to rapidly rising energy bills, creeping labor 

inflation are increasing the likelihood of a recession. Second 

order price rises arising from gas shortages are also an 

increasing risk.  

By contrast, given the lower inflationary impact of gas shortages 

in the US, the success of the Federal Reserve’s hiking trajectory 

remains the key determinant of US growth and inflation. 

Accordingly, US policymakers appear comfortable with higher 

interest rates to tackle inflation at the expense of growth.  

Meanwhile, the change of government in the UK brought a 

different fiscal policy to insulate households from higher energy 

costs. As a result, UK consumer price inflation (CPI) is unlikely to 

reach previously reported CPI projections of 18-20% following 

the implementation of a lower energy price cap. For the 

moment, the effect of potentially less pronounced CPI rate in the 

near term on Bank of England (BoE) policy is unclear.  

RATES 

We remain underweight risk in rates markets. In the near term, 

we believe yields will continue to rise and retain our short 

duration positioning. In our view, selling any rallies at this point, 

is prudent. In addition, we view any Fed reversal as unlikely and 

rates are likely to plateau rather than fall if growth falters, with 

policy to remain tight through the first half of 2023 at least.  

Overall, it is likely the European Central Bank and Fed will hit 

terminal, or peak, rates next year, while the BoE’s pathway is 

less clear.   

CREDIT 

Overall, credit conditions may prove bearish over the coming 

quarter. However, valuations remain a positive, particularly in 

Europe, and given any reasons for bearishness are well 

telegraphed, there is potential for a bear market rally.  

Regional differences are evident within investment grade 

corporates, with European valuations comparatively better than 

US, while US fundamentals are more robust.  

Similarly, we currently prefer European high yield against US, 

given comparatively lower immediate European interest rate risk 

and higher spreads. Meanwhile, European default rates remain 

subdued, the strain is so far limited to specific sectors such as 

non-food retail and property. Accordingly, we are overweight 

European high yield and underweight US high yield.  

MORTGAGE-BACKED SECURITIES (MBS) 

We maintain our preference for higher coupon, short duration 

US mortgages. Performance has proved challenging due to rate 

hikes. However, despite high volatility levels, we believe current 

spread levels provide compensation. Likewise, in our view, call 

risk and extension risk are low, while convexity is high.  

Meanwhile, consumer credit quality as measured by delinquency 

rates remain subdued, despite higher consumer credit card 

balances.  

EMERGING MARKETS 

 The asset class continues to suffer from a strong dollar 

environment. However, we believe valuations in EM high yield 

offer the potential to capture value, which sit at two standard 

deviations from the mean. As a result, we are overweight high 

yield and are neutral on investment grade, given valuations are 

less compelling.  

Within local currency, we remain neutral but are tempted to 

selectively add to particularly attractive countries such as Brazil, 
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which we believe will benefit from the proactivity of its central 

bank. Likewise, Brazilian forward real rates are presently at 

attractive levels. That said, caution is still warranted overall, 

given potential moves in Treasuries.  

CURRENCY 

With higher real rates exerting pressure on risk assets, we are 

presently overweight a long dollar position, given the currency 

traditionally performs positively in such an environment. 

Accordingly, we are long dollar against various Asian currencies, 

the euro, Swedish krona, Australian dollar and South African 

rand.  

In addition, we have exited our short sterling long Swiss franc 

position, with sterling’s relative depreciation appearing less 

likely due to the new government’s energy price cap policy. 
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IMPORTANT DISCLOSURES 

This document has been prepared by Insight North America LLC (INA), 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 and Insight Investment International Limited. 

Opinions expressed herein are current opinions of Insight, and are subject to change without notice. Insight assumes no responsibility 
to update such information or to notify a client of any changes. Any outlooks, forecasts or portfolio weightings presented herein are as 
of the date appearing on this material only and are also subject to change without notice. Insight disclaims any responsibility to update 
such views. No forecasts can be guaranteed. 

Nothing in this document is intended to constitute an offer or solicitation to sell or a solicitation of an offer to buy any product or service 
(nor shall any product or service be offered or sold to any person) in any jurisdiction in which either (a) INA is not licensed to conduct 
business, and/or (b) an offer, solicitation, purchase or sale would be unavailable or unlawful. 

This document should not be duplicated, amended, or forwarded to a third party without consent from INA. This is a marketing 
document intended for institutional investors only and should not be made available to or relied upon by retail investors. This material is 
provided for general information only and should not be construed as investment advice or a recommendation. You should consult with 
your adviser to determine whether any particular investment strategy is appropriate. 

Assets under management (AUM) represented by the value of the client’s assets or liabilities Insight is asked to manage. These will 
primarily be the mark-to-market value of securities managed on behalf of clients, including collateral if applicable. Where a client 
mandate requires Insight to manage some or all of a client’s liabilities (e.g. LDI strategies), AUM will be equal to the value of the client 
specific liability benchmark and/or the notional value of other risk exposure through the use of derivatives. Regulatory assets under 
management without exposures can be provided upon request. Unless otherwise specified, the performance shown herein is that of 
Insight Investment (for Global Investment Performance Standards (GIPS), the ‘firm’) and not specifically of Insight North America. A copy 
of the GIPS composite disclosure page is available upon request. 

Past performance is not a guide to future performance, which will vary. The value of investments and any income from them will 
fluctuate and is not guaranteed (this may partly be due to exchange rate changes). Future returns are not guaranteed and a loss of 
principal may occur. 

Targeted returns intend to demonstrate that the strategy is managed in such a manner as to seek to achieve the target return over a 
normal market cycle based on what Insight has observed in the market, generally, over the course of an investment cycle. In no 
circumstances should the targeted returns be regarded as a representation, warranty or prediction that the specific deal will reflect any 
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particular performance or that it will achieve or is likely to achieve any particular result or that investors will be able to avoid losses, 
including total losses of their investment. 

The information shown is derived from a representative account deemed to appropriately represent the management styles herein. 
Each investor’s portfolio is individually managed and may vary from the information shown. The mention of a specific security is not a 
recommendation to buy or sell such security. The specific securities identified are not representative of all the securities purchased, 
sold or recommended for advisory clients. It should not be assumed that an investment in the securities identified will be profitable. 
Actual holdings will vary for each client and there is no guarantee that a particular client’s account will hold any or all of the securities 
listed. 

The quoted benchmarks within this document do not reflect deductions for fees, expenses or taxes. These benchmarks are unmanaged 
and cannot be purchased directly by investors. Benchmark performance is shown for illustrative purposes only and does not predict or 
depict the performance of any investment. There may be material factors relevant to any such comparison such as differences in 
volatility, and regulatory and legal restrictions between the indices shown and the strategy. 

Transactions in foreign securities may be executed and settled in local markets. Performance comparisons will be affected by changes 
in interest rates. Investment returns fluctuate due to changes in market conditions. Investment involves risk, including the possible loss 
of principal. No assurance can be given that the performance objectives of a given strategy will be achieved. 

Insight does not provide tax or legal advice to its clients and all investors are strongly urged to consult their tax and legal advisors 
regarding any potential strategy or investment. 

Information herein may contain, include or is based upon forward-looking statements within the meaning of the federal securities laws, 
specifically Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements include all statements, other 
than statements of historical fact, that address future activities, events or developments, including without limitation, business or 
investment strategy or measures to implement strategy, competitive strengths, goals expansion and growth of our business, plans, 
prospects and references to future or success. You can identify these statements by the fact that they do not relate strictly to historical 
or current facts. Words such as ‘anticipate’, ‘estimate’, ‘expect’, ‘project’, ‘intend’, ‘plan’, ‘believe’, and other similar words are intended 
to identify these forward-looking statements. Forward-looking statements can be affected by inaccurate assumptions or by known or 
unknown risks and uncertainties. Many such factors will be important in determining our actual future results or outcomes. 
Consequently, no forward-looking statement can be guaranteed. Our actual results or outcomes may vary materially. Given these 
uncertainties, you should not place undue reliance on these forward-looking statements. 

Insight and BNY Mellon Securities Corporation are subsidiaries of BNY Mellon. BNYMSC is a registered broker and FINRA member. 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. Products and services may be provided under various brand names and in 
various countries by subsidiaries, affiliates and joint ventures of the Bank of New York Mellon Corporation where authorized and 
regulated as required within each jurisdiction. Unless you are notified to the contrary, the products and services mentioned are not 
insured by the FDIC (or by any government entity) and are not guaranteed by or obligations of the Bank of New York Mellon Corporation 
or any of its affiliates. The Bank of New York Mellon Corporation assumes no responsibility for the accuracy or completeness of the 
above data and disclaims all expressed or implied warranties in connection there with. Personnel of certain of our BNY Mellon affiliates 
may act as: (i) registered representatives of BNY Mellon Securities Corporation (in its capacity as a registered broker-dealer) to offer 
securities, (ii) officers of the Bank of New York Mellon (a New York chartered bank) to offer bank-maintained collective investment funds 
and (iii) associated persons of BNY Mellon Securities Corporation (in its capacity as a registered investment adviser) to offer separately 
managed accounts managed by BNY Mellon Investment Management firms.  

Disclaimer for Non-US Clients: Prospective clients should inform themselves as to the legal requirements and tax consequences within 
the countries of their citizenship, residence, domicile and place of business with respect to the purchase and ongoing provision of 
advisory services. No regulator or government authority has reviewed this document or the merits of the products and services 
referenced herein.  

This document is directed and intended for ‘institutional investors’ (as such term is defined in various jurisdictions). By accepting this 
document, you agree (a) to keep all information contained herein (the ‘Information’) confidential, (b) not use the Information for any 
purpose other than to evaluate a potential investment in any product described herein, and (c) not to distribute the Information to any 
person other than persons within your organization or to your client that has engaged you to evaluate an investment in such product. 

Telephone conversations may be recorded in accordance with applicable laws. 
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