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Key Issues in Markets Today

1

2

3

How long will the Treasury rout continue?
The spike in yields has tightened financial conditions further and hence 
we think that the Fed can now end its hiking cycle. We think that most 
yield curves will be lower than they are today on a 2-year view .

Do equities have further to adjust?
Global equity markets are down over 10% from their peak at the start 
of 2022 but this is still above the October 2022 lows: could these be 
rechallenged?   

Will we see a clear deceleration in global growth?
The US economy is currently running hot. However, Europe looks to be 
rolling over and we suspect the US will slow too. Whether this will be 
just a downturn or something more serious remains unknown, but we 
cannot rule out further slowdown in global growth.
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Core Views
Upgrading US Treasuries 

Longer dated US Treasury yields have been above our estimates for long-term fair value for a while, but we have been 

reluctant to upgrade whilst shorter-term rates markets were pricing in a rate cutting cycle which we felt was too aggressive 

and too soon, whilst acknowledging the risk that government deficit related increased issuance may struggle to be 

absorbed easily. If implied rates back in July 2022 had been right today’s Fed Funds rate would be below 3% and the Fed 

would be on its second or third cut. The market now anticipates the first cut in March 2024 and a shallower pace of cuts. 

Whilst we still think this is too soon, the unwind of 15-year duration in 10-years is now at over 5% versus a long-term fair 

value of yields which we think is at 3.5%. This level of term premium should compensate investors for any shorter-term 

disappointment on the timing and pace of rate hikes. 

2024 downturn likely

The US economy looks to be currently growing around 3% versus the Fed’s estimate of long-term trend growth of 1.8%. 

Assuming that an extended shut down of the US government is avoided, we think that momentum will continue into Q4, but 

that growth will be much weaker through 2024. Growth across the world is also weak, with the Chinese recovery from 

lockdown having disappointed many analysts.

Risky assets headwinds remain

A Fed pivot will require much lower inflation and the US labor market to be substantially weaker than it is now. The latter will

only happen if the economy is also weak, which will likely further squeeze profits that remain below 2021 highs on a 

reported basis.
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Actions

Upgraded our core fixed income view to single +, focused on 
upgrades to Treasuries and TIPS.  We believe that US yields are 
close to a peak and a slowdown/moderate recession is still 
possible next year

View Shifts

Adjusted our return-seeking fixed income relative views.  We 
have upgraded our US High Yield view to neutral, as it tends to 
perform better as a Fed rate hiking cycle comes to an end, 
especially if a deep recession is avoided, as we expect.  We 
have also downgraded our Local EMD view to neutral

Upgraded our Commodity view to single positive, with an 
emphasis on active exposures.  This is due to tight inventories, 
the impending Northern hemisphere winter and ongoing 
geopolitical uncertainty
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Cross Asset Views

• Actual reported earnings have struggled since the end of 

2021, with Q2 reported earnings for the S&P 500 down by 

10% relative to Q4 2021.  This earnings pressure, coupled 

with a weaker economic outlook and headwinds from higher 

yields, keep us cautious on equities overall.

• We are upgrading our US duration view to single positive. We 

suspect that yields have overshot fair values and will be lower 

in a year’s time although supply-demand imbalances may 

mean that the peak in yields has not yet arrived.

• We are keeping our preference for government bonds and 

less risky credit over return-seeking fixed income whilst there 

is upward pressure on credit spreads. We consider that there 

will be a better buying opportunity once spreads widen 

despite currently attractive yield levels.

• Cash rates continue to be attractive relative to the uncertain 

outlook of traditional asset classes, so a small cash allocation 

makes sense. We continue to recommend alternative 

diversifiers as they should provide resilience to portfolios. 

--- -- - = + ++ +++

Equities

Core 
fixed 

income

Return-
seeking 

fixed 
income

Alts*

Cash

* Alternative asset classes as shown on the next page
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*Asset class views are relative to others within the asset class and not relative to other asset types. There should be no read-across from equities to credit, for example.

Relative Asset Class Views*

Liquid Alternatives
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*Asset class views are relative to others within the asset class and not relative to other asset types. There should be no read-across from equities to credit, for example.

Relative Equity Views*

We remain cautious on equities overall whilst also maintaining a neutral 
stance on the key developed markets.  There is still plenty of uncertainty 
regarding the extent of the economic slowdown and, in Europe in particular, 
risks relating to the Ukraine war remain significant. Meanwhile, we remain 
positive on the Emerging Markets, although we acknowledge that sticky 
developed world inflation and a sluggish Chinese recovery are near-term 
risks.

Regional views Factor views

We continue to prefer low volatility equities as we expect markets to 
struggle as higher interest rates continue to slow the global economy.  
Meanwhile, we remain neutral on our value versus growth view due to our 
view that there will be a mild global recession.

--- -- - = + ++ +++
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Equities
Valuations less expensive as markets struggle but high interest rates and recession risk 
remain key headwinds
The equity market rally since the start of the year lost 

momentum over the summer months despite still resilient 

economic data and the continued fall of inflation figures 

in the major economies.  One major cause for the weaker 

performance was the sharp rise in yields as markets 

adjusted their expectations to a scenario of tighter 

monetary policy, persistently higher yields and sticky 

core inflation measures.

The impact on valuations, however, has been to move 

the common metrics away from historically expensive 

territory as earnings expectations remain near 10% 

growth for next year and 2025.  For this scenario to be 

realised, one would need to assume that the US and the 

developed world avoids a recession and demand remains 

healthy.

Our view is that the risk of a recession has not gone 

away completely, although we are assuming that any 

recession would be shallow and short-lived.  At the same 

time, higher yields compared with the 2010s are likely to 

present a persistent headwind to equity markets over the 

coming year.  Overall, therefore, we are maintaining our 

caution on global equities.

Higher interest rates are an important 
headwind to equities

Source: FactSetSource: Factset

In a reversal from last quarter, valuations 
moved into less expensive territory in Q3
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Equities
Remaining neutral on US vs non-US regions and leaning towards low volatility equities

There were clear changes in this year’s trends over Q3 – equity 

market weakness as bond yields surged to multi-decade highs, 

with reversals in the outperformance of AI-related stocks and a 

strengthening US dollar.  As a result, the gap in valuations 

between the US and EAFE regions narrowed somewhat, and 

most regions are no longer expensive relative to their long-term 

histories.

Looking ahead over the coming 12 months, we think that yields 

will peak but remain relatively elevated, even as economic 

growth slows in developed countries.  Consequently, it remains 

difficult to take a strong differential view across the key 

markets and we are neutral on the US versus EAFE.  We remain 

more positive on the Emerging Markets view, given better 

valuations and strong company fundamentals in some regions.  

However, we must highlight the increased near-term risks from 

a sluggish Chinese recovery and higher US yields.

In terms of the factors, low volatility stocks have reflected their 

bond-proxy characteristics by underperforming as yields have 

risen this year and Q3 was no exception. However, a recession 

scenario may bring yields lower and support low volatility 

equities, hence our moderate preference for this style.

The biggest valuation adjustment has 
been in the US

Source: Factset and Aon Source: Macrobond

How much higher for yields?  If a 
recession does occur, lower yields 
should support low volatility stocks
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*Asset class views are relative to others within the asset class and not relative to other asset types. There should be no read-across from equities to credit, for example.

Relative Fixed Income Views*

Our overall upgrade on fixed income is predominantly driven by our duration view 
and hence a slight preference for fixed Treasuries and TIPS over IG as (i) credit 
spreads are not particularly attractive, and (ii) Treasury benchmarks have greater 
exposure to the key rate durations which we prefer.

U.S. Core Fixed Income Return-Seeking Fixed Income

Rising yields and changing conditions have prompted us to adjust our 
relative views of credit sectors. As such, we have upgraded our view on US 
High Yield bonds to neutral.  Meanwhile, US-denominated yields have risen 
more than local EM debt yields whilst economic and geopolitical risks could 
be challenging for local EMD debt.

--- -- - = + ++ +++
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Core Fixed Income: Global Yields Climb
Upgrading US Treasury view

Global yields have continued to rise through 2023 reaching 

new post-2007 peaks in October. The exact catalyst for the 

increase in global yields is debated but high levels of 

issuance (from higher budget deficits, as well as a backlog 

resulting from the debt ceiling stand-off earlier in the year), 

quantitative tightening from central banks (where they sell 

assets including Treasuries), and expectations of ‘higher for 

longer’ policy rates from central banks have been some of 

the major drivers.

Whilst we have been long-standing members of the ‘higher 

for longer’ policy rates camp, we think that central bank 

rates are now very close to peak levels. Higher Treasury 

yields, combined with a lower equity market have tightened 

financial conditions and, whilst they remain at these levels, 

we think that rate hikes are no longer needed in the US. We 

therefore think yields will be lower over a 2-year horizon 

and have upgraded our US Treasury view to single positive.

Perhaps one of the biggest unknowns for the US Treasury 

market is the actions of official purchasers such as 

overseas central banks and sovereign wealth funds. 

Chinese demand has declined as shifts in capital account 

flows and smaller current account surpluses mean there is 

no longer a build-up of FX reserves. Geopolitical risks could 

also see selling by other large official holders, creating 

shorter term volatility. 

Higher than originally expected deficits 
have driven greater issuance

Source: Macrobond Source: Macrobond

20-year yields have been trending upwards
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Investment Grade Credit
Attractive yields, mediocre spreads

Although overall yield levels for corporate IG are 

attractive, we think that the spread over government 

bonds is not particularly compelling. Consequently, IG has 

now become the least preferred area of US core fixed 

income. 

That said, whilst 130 bps is low, it should be seen in the 

context of (i) a relatively low equity risk premium, so 

reward for taking risk is compressed in other asset classes 

too (ii) relatively robust balance sheets with a shift 

towards higher quality sectors. For buy and maintain 

investors, IG is therefore reasonable, but we would not 

suggest being overweight strategic targets at this point. 

Our base case is that economic growth will deteriorate in 

2024 but we don’t anticipate a recession sufficiently deep 

to cause large credit losses within the IG space.

However, US-based investors should consider ‘going 

global’ when allocating to fixed income given higher 

spreads being available in Europe.

Source: Macrobond, ICE BofA. Source: ICE BofA.

Spreads are at reasonable levels for the 
position in the cycle

US IG has less exposure to risky sectors, 
such as banking, but more in less risky 
sectors, like Healthcare, Utilities and Tech
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Return-Seeking Credit
Yields have risen but economic and rates uncertainty keeps us cautious

Rising yields may have increased the attractiveness of some 

areas within return-seeking bonds, but we remain relatively 

cautious overall as there is still uncertainty related to the 

economic outlook. 

We still expect credit spreads to widen as global growth 

deteriorates and default rates rise but yield levels and 

duration will likely offset at least some of the losses from 

spread expansion. Given the strong move up in US yields, 

we are upgrading our US HY bond view. 

US loans have outperformed HY bonds over the last 

quarter, benefiting from their floating rates and the US 

recession delay. Loans should start to underperform HY 

bonds when there are more signs that US growth is 

deteriorating so we have decided to keep the view here 

relatively cautious.

US EMD yields have risen much more than local EMD yields 

and are now above 9%. Inflation has also been falling in 

many EM countries, so for these two reasons, local EMD 

has outperformed this year. We now think that it is a good 

time to remove our local EMD preference, especially given 

USD EMD’s higher yield and longer duration. EM debt has 

limited Middle Eastern exposure, but the geopolitical risks 

could have a negative impact on investor risk appetite. 

US EMD yields have tracked US HY yields 
higher whilst local EMD has been quite 
resilient to higher real US yields

US yields are at post GFC highs
(except for bonds with the lowest HY 
credit ratings)

Investment grade High yield
Source: BoA Source: Macrobond

3194826-NRC

Investment advice and consulting services provided by Aon Investments USA Inc



31

*Asset class views are relative to others within the asset class and not relative to other asset types. There should be no read-across from equities to credit, for example.

Relative Alternatives Views*

Our key recommendations amongst liquid alternative asset classes are 
those that are most likely to offer good diversification properties relative to 
traditional risky asset classes.

This includes insurance-linked securities and diversifying hedge funds, 
such as macro strategies and commodity trading advisors (CTAs).

We also suggest small allocations to alternative risk premia strategies and 
commodity exposure through active management.  We have upgraded the 
latter view, amid tight inventories and the impending Northern hemisphere 
winter.

Liquid Alternatives

--- -- - = + ++ +++
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Diversification does not ensure profit nor does it protect against loss of principal. Diversification among investment options and asset classes may help to reduce overall volatility.
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Direct Lending
Returns have risen in line with higher rates and now offers equity-like returns with fixed 
income volatility

Private Insurance-Linked Securities
A capital constrained market continues to enjoy double digit prospective returns, although 
positions need to be right-sized

Venture Capital Attractive opportunities in secondaries, more discipline in early-stage valuations

Infrastructure Debt
Returns have risen in line with higher rates. For regulated infra, preference for debt inside the 
regulatory ring-fence than at holding company level

Real Estate Debt Prospective returns have risen. Opportunities within distressed.

Bank Capital Relief Double-digit returning asset class appropriate for bar-bell type strategies

Litigation Finance Uncorrelated with equity-like returns

Growth Equity and Leveraged Buy-Out Challenges from higher rates, but improved valuations particularly in small to mid-cap space

Infrastructure Equity
Challenges from higher rates, but strong economic need and improved pricing likely to come 
through

Distressed Debt Opportunity set likely to improve as we go into refinancing wave in 2024

Core Real Estate Equity
Caution around valuations needed with REITs appearing to be at discounts relative to private, 
although market is close to bottoming. Compliance with future energy efficiency regulations 
lowers risk

32

Private assets do not lend themselves to medium-term tilts as typically allocations will be locked in for many years, and exit-points are not discretionary. Private asset programs 
are best determined by your consultant, using our capital market assumptions, and both stochastic and deterministic risk analysis, in order to best achieve investment objectives. 
That said, market conditions do vary, and investors may want to prioritise areas where we think opportunities may not be as long-lived and postpone deployment to asset classes 
where better entry points may be available over the next few years.

Illiquid Alternatives: Priority of Investment

Shorter-term  
Best Ideas

Longer-term 
Strategic 

Allocations
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Commodities
Commodities look set to remain volatile, but active managers may add value

Commodity prices have fluctuated sharply over the last three years driven by 

surging demand after the relaxation of pandemic-related lockdowns, global 

inflation reaching multi-decade highs and raw material prices being pushed up 

by the ongoing conflict in Ukraine.

Oil prices (Brent) had fallen somewhat from a high of $139/bbl to just above 

$70/bbl. However, OPEC+ has continued to cut its oil production in an attempt 

to keep oil prices from falling due to weaker global demand.  This has pushed 

prices to above $88/bbl, in part due to the ongoing situation in the Middle East, 

as well as the war in Ukraine.

We expect energy prices to remain elevated over the medium term even in a 

mild recession scenario. This is in large part due to tight inventory levels and 

low capital expenditure into exploration, suggesting volatility will continue to 

remain elevated into the upcoming winter.

Industrial metals have had mixed performance over the short term, due to the 

fears over an economic slowdown and the ongoing property crisis in China (the 

largest consumer of metals in the world). The sector could perform well over 

the medium term but remain very sensitive to short-term economic conditions 

and the success and speed of an energy transition.

We believe active commodity strategies may provide diversification and benefit 

from dislocations within commodity markets. In addition, these strategies may 

reduce volatility associated with exposure to sectors such as energy and 

metals, as well as economic conditions. 

Source: Macrobond, Federal Reserve

Oil spike coincides with low inventories
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*Asset class views are relative to others within the asset class and not relative to other asset types. There should be no read-across from equities to credit, for example.

Relative Currency Views*

Currency views vs USD
We think the US dollar’s extreme overvaluation will cause it to fall over the 
medium-term.

We therefore remain moderately positive on the euro against the US dollar 
which we put in place at a similar exchange rate at the start of the year.

We moved to neutral on sterling last quarter on the back of UK stagflation 
fears.

--- -- - = + ++ +++
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Currencies
US interest rate and growth advantage now fully priced in

US bond yields have risen strongly on decent US economic 

data and the Fed’s continued narrative that interest rates 

will stay high. This stands in contrast with the European 

Central Bank and Bank of England which have started to 

indicate they may have completed their rate hikes. 

Eurozone core inflation is now moving down whilst growth 

is much weaker than in the US. 

We have long held the view that the market was too 

optimistic in expecting imminent US rate cuts. However, 

‘higher for longer’ rates have now been priced in (see right 

chart) which removes a support for the US dollar, reinforced 

by our view that US bond yields are close to peaking. 

Whilst short-term risks remain to support the dollar - an 

unexpected US rate hike or an extension of the current 

geopolitical tensions. We think the US dollar’s extreme 

overvaluation will cause it to fall over the medium-term. We 

therefore remain moderately positive on the euro against 

the US dollar which we put in place at a similar exchange 

rate at the start of the year. 

We are most positive on the yen as the continuance of ultra 

easy monetary policy is unsustainable especially now core 

inflation has risen. The ¥150 level looks promising as a 

potential turning point for the yen/dollar exchange rate.

We moved to neutral on sterling last quarter on the back of 

UK stagflation fears.

Source: Macrobond

US interest rates are now expected to 
stay higher for longer

Source: Macrobond

Higher US yields have strengthened the 
dollar…5-year yields are at 16-year highs
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Economic Highlights
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Market momentum was checked over the third quarter as bond yields surged higher. Macroeconomic data continued to show resilience, with little sign of a US recession
so far. However, core inflation measures have not fallen back as quickly as headline figures and the major central banks continued to indicate that further rate increases
are possible over the coming months. Nonetheless, the Federal Reserve, Bank of England and the Bank of Canada decided to pause their monetary policy tightening
programmes in Q3 in order to monitor the impact of higher interest rates on the economy.

We still think that a global recession is likely at some point over the coming year, although it may be relatively shallow and short-lived. Meanwhile, inflation will likely
continue to fall, but we do not expect the key measures to fall back to pre-pandemic rates any time soon. Extreme uncertainty continues to make predictions especially
difficult.

Core inflation has eased over Q3 but remains 
elevated – Core CPI YoY

Source: MacrobondSource: Macrobond Source: Macrobond

Economic activity continued to weaken over Q3 –
Selected regional composite PMIs

Global yields surged higher over Q3 – US and UK 10-
year yields hit multi-decade highs, for example
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Selected economic data releases

Date Country/Region Event Period Actual Consensus Surprise Prior 

US labour market data 

remained strong over the 

quarter

All the major central 

banks continued to raise 

policy rates in early Q3

07/03/2023 United States ISM Manufacturing SA JUN  46.0  47.2  -1.2  46.9

07/05/2023 Eurozone Markit PMI Composite SA (Final) JUN  49.9  50.3  -0.40  50.3

07/05/2023 United Kingdom CIPS Composite PMI SA (Final) JUN  52.8  52.8  0.03  52.8

07/06/2023 United States ISM Services PMI SA JUN  53.9  51.0  2.9  50.3

07/07/2023 United States Nonfarm Payrolls SA JUN  209.0K  215.0K  -6.0K  306.0K

07/10/2023 China CPI NSA Y/Y JUN  0.0%  0.20%  -0.20%  0.20%

07/12/2023 United States CPI ex-Food & Energy NSA Y/Y JUN  4.8%  5.0%  -0.20%  5.3%

07/12/2023 United States CPI NSA Y/Y JUN  3.0%  3.1%  -0.10%  4.0%

07/12/2023 Canada BoC Overnight Rate Target -  5.00%  5.00%  0.00%  4.75%

07/17/2023 China GDP NSA Y/Y Q2  6.3%  7.3%  -1.0%  4.5%

07/18/2023 Canada CPI All Items (NSA Y/Y) JUN  2.8%  3.0%  -0.19%  3.4%

07/19/2023 United Kingdom CPI Core NSA Y/Y JUN  6.9%  7.1%  -0.15%  7.1%

07/19/2023 United Kingdom CPI EU Harmonized NSA Y/Y JUN  7.9%  8.1%  -0.25%  8.7%

07/19/2023 Eurozone CPI Core EU Harmonizated NSA Y/Y (Final) JUN  5.5%  5.4%  0.10%  5.4%

07/19/2023 Eurozone CPI EU Harmonized Y/Y (Final) JUN  5.5%  5.5%  0.0%  5.5%

07/21/2023 Japan CPI Core National Y/Y JUN  3.3%  3.5%  -0.20%  3.2%

07/21/2023 Japan CPI National Y/Y JUN  3.3%  3.2%  0.10%  3.2%

07/26/2023 United States Fed Funds Target Upper Bound -  5.50%  5.50%  0.00%  5.25%

07/27/2023 Eurozone ECB Refi Rate -  4.25%  4.25%  0.00%  4.00%

07/31/2023 Eurozone GDP SA Y/Y (Preliminary) Q2  0.60%  0.50%  0.10%  1.1%

08/01/2023 Japan Markit/JMMA PMI Manufacturing SA (Final) JUL  49.6  49.7  -0.10  49.4

08/01/2023 China Markit/Caixin PMI Manufacturing SA JUL  49.2  50.2  -0.94  50.5

08/01/2023 United States ISM Manufacturing SA JUL  46.4  46.9  -0.50  46.0

08/03/2023 Eurozone Markit PMI Composite SA (Final) JUL  48.6  48.9  -0.30  48.9

08/03/2023 United Kingdom CIPS Composite PMI SA (Final) JUL  50.8  50.7  0.09  50.7

08/03/2023 United Kingdom BoE Official Bank Rate -  5.25%  5.25%  0.00%  5.00%

08/03/2023 United States ISM Services PMI SA JUL  52.7  53.0  -0.30  53.9

08/04/2023 United States Nonfarm Payrolls SA JUL  187.0K  195.0K  -8.0K  185.0K

08/09/2023 China CPI NSA Y/Y JUL  -0.30%  -0.30%  0.0%  0.0%

08/10/2023 United States CPI ex-Food & Energy NSA Y/Y JUL  4.7%  4.8%  -0.10%  4.8%

Source: Bloomberg
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Selected economic data releases

Date Country/Region Event Period Actual Consensus Surprise Prior 

Inflation data continued 

to slow but there was a 

jump in US core inflation 

due to rising energy 

prices and statistical 

effects

The US Fed, BoE and 

BoC all decided to pause 

monetary policy whilst 

still indicating that 

further hikes may be 

warranted in coming 

months

08/10/2023 United States CPI NSA Y/Y JUL  3.2%  3.3%  -0.10%  3.0%

08/11/2023 United Kingdom GDP SA Y/Y (Preliminary) Q2  0.40%  0.20%  0.20%  0.20%

08/15/2023 Canada CPI All Items (NSA Y/Y) JUL  3.3%  3.0%  0.27%  2.8%

08/16/2023 United Kingdom CPI Core NSA Y/Y JUL  6.9%  6.8%  0.10%  6.9%

08/16/2023 United Kingdom CPI EU Harmonized NSA Y/Y JUL  6.8%  6.8%  -0.0%  7.9%

08/18/2023 Japan CPI Core National Y/Y JUL  3.1%  3.1%  0.0%  3.3%

08/18/2023 Japan CPI National Y/Y JUL  3.3%  3.0%  0.25%  3.3%

08/18/2023 Eurozone CPI Core EU Harmonizated NSA Y/Y (Final) JUL  5.5%  5.5%  0.0%  5.5%

08/18/2023 Eurozone CPI EU Harmonized Y/Y (Final) JUL  5.3%  5.3%  -0.0%  5.3%

09/01/2023 Japan Markit/JMMA PMI Manufacturing SA (Final) AUG  49.6  49.7  -0.10  49.7

09/01/2023 China Markit/Caixin PMI Manufacturing SA AUG  51.0  49.3  1.7  49.2

09/01/2023 United States Nonfarm Payrolls SA AUG  187.0K  170.0K  17.0K  157.0K

09/01/2023 United States ISM Manufacturing SA AUG  47.6  46.8  0.80  46.4

09/05/2023 Eurozone Markit PMI Composite SA (Final) AUG  46.7  47.0  -0.30  47.0

09/05/2023 United Kingdom CIPS Composite PMI SA (Final) AUG  48.6  47.9  0.73  47.9

09/06/2023 Canada BoC Overnight Rate Target -  5.00%  5.00%  0.00%  5.00%

09/06/2023 United States ISM Services PMI SA AUG  54.5  52.3  2.2  52.7

09/07/2023 Eurozone GDP SA Y/Y (Final) Q2  0.50%  0.60%  -0.10%  0.60%

09/08/2023 Japan GDP Y/Y (Final) Q2  1.6%  2.0%  -0.40%  2.0%

09/09/2023 China CPI NSA Y/Y AUG  0.10%  0.05%  0.05%  -0.30%

09/13/2023 United States CPI ex-Food & Energy NSA Y/Y AUG  4.3%  4.3%  -0.0%  4.7%

09/13/2023 United States CPI NSA Y/Y AUG  3.7%  3.6%  0.10%  3.2%

09/14/2023 Eurozone ECB Refi Rate -  4.50%  4.25%  0.25%  4.25%

09/19/2023 Eurozone CPI Core EU Harmonizated NSA Y/Y (Final) AUG  5.3%  5.3%  -0.0%  5.3%

09/19/2023 Eurozone CPI EU Harmonized Y/Y (Final) AUG  5.2%  5.3%  -0.10%  5.3%

09/19/2023 Canada CPI All Items (NSA Y/Y) AUG  4.0%  3.8%  0.25%  3.3%

09/20/2023 United Kingdom CPI Core NSA Y/Y AUG  6.2%  6.8%  -0.60%  6.9%

09/20/2023 United Kingdom CPI EU Harmonized NSA Y/Y AUG  6.7%  7.1%  -0.40%  6.8%

09/20/2023 United States Fed Funds Target Upper Bound -  5.50%  5.50%  0.00%  5.50%

09/21/2023 United Kingdom BoE Official Bank Rate -  5.25%  5.50%  -0.25%  5.25%

09/22/2023 Japan CPI National Y/Y AUG  3.2%  3.0%  0.20%  3.3%

Source: Bloomberg
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- - -
Large under-
performance 

expected with 
highest 

conviction

• Target larger 
underweight

• Bring forward 
selling plans 
and defer SAA 
buying 
implement-
ation

• Do not 
rebalance to 
target weight 
yet

- -
More under-

performance or 
stronger 

conviction

• Target 
underweight

• Bring forward 
selling plans 
and defer SAA 
buying 
implement-
ation

• Do not 
rebalance up 
to target 
weight yet

-
More likely to 
underperform 

• Target small 
underweight to 
strategic 
weight

• Prefer to avoid 
buying and 
selling on 
strength 

• Buying for SAA 
reasons fine, 
but add slowly 
or into 
weakness.

• Consider 
partial rather 
than full 
rebalancing

=
Weak conviction 

or no view on 
relative 

performance

• Target 
benchmark or 
strategic 
weight

• Buying/ 
Selling both 
look ok coming 
from SAA 
changes or 
rebalancing

+
More likely to 

outperform

• Target small 
overweight to 
strategic 
weight

• Prefer to 
accumulate

• Selling for SAA 
reasons fine, 
but look to sell 
gradually

• Slow 
rebalancing 
moves back to 
benchmark 
weight

++
More 

outperformance 
or stronger 
conviction

• Target 
overweight

• Bring forward 
buying plans 
and defer SAA 
selling 
implement-
ation

• Do not 
rebalance 
down to target 
weight yet

+++
Large 

outperformance 
expected with 

highest 
conviction

• Target larger 
overweight

• Bring forward 
buying plans 
and defer SAA 
selling 
implement-
ation

• Do not 
rebalance to 
target weight 
yet

3194826-NRC



Investment advice and consulting services provided by Aon Investments USA Inc

Index Definitions

41

MSCI World Value Index - The MSCI World Value Index captures large and mid-cap securities 
exhibiting overall value style characteristics across 23 Developed Markets (DM) countries. The 
value investment style characteristics for index construction are defined using three variables: 
book value to price, 12-month forward earnings to price and dividend yield.

MSCI World Growth Index - The MSCI World Growth Index captures large and mid-cap securities 
exhibiting overall growth style characteristics across 23 Developed Markets (DM) countries. The 
growth investment style characteristics for index construction are defined using five variables: 
long-term forward EPS growth rate, short-term forward EPS growth rate, current internal growth 
rate and long-term historical EPS growth trend and long-term historical sales per share growth 
trend.

ICE BofAML Global Government Index - An unmanaged index considered representative of fixed-
income obligations issued by global governments.

ICE BofAML Global Large Cap Corporate Index - An unmanaged index considered representative 
of fixed-income obligations issued by global large cap corporates.

JPMorgan EMBI Global Diversified Index - The index is an unmanaged, market-capitalization 
weighted, total-return index tracking the traded market for U.S.-dollar-denominated Brady 
bonds, Eurobonds, traded loans, and local market debt instruments issued by sovereign and 
quasi-sovereign entities within the emerging markets.

JPMorgan GBI-EM Global Diversified Index – A comprehensive emerging market debt benchmark 
that tracks local currency bonds issued by Emerging market governments.

MSCI AC World Index - The MSCI ACWI captures large and mid-cap representation across 
23 Developed Markets (DM) and 24 Emerging Markets (EM) countries. With 2,897 
constituents, the index covers approximately 85% of the global investable equity 
opportunity set.

MSCI USA Index - The MSCI USA Index is designed to measure the performance of the 
large and mid-cap segments of the US market. With 624 constituents, the index covers 
approximately 85% of the free float-adjusted market capitalization in the US.

MSCI UK Index – The MSCI United Kingdom Index is designed to measure the 
performance of the large and mid-cap segments of the UK market.  With 82 constituents, 
the index covers approximately 85% of the free float-adjusted market capitalization in 
the UK.

MSCI European Union Index – The MSCI European Union (EU) Index captures large and 
mid-cap representation across the 13 Developed Markets (DM) countries and 4 Emerging 
Markets (EM) countries in Europe. With 322 constituents, the index covers approximately 
85% of the free float-adjusted market capitalization in the European equity universe.

MSCI Japan Index – The MSCI Japan Index is designed to measure the performance of 
the large and mid-cap segments of the Japanese market.  With 237 constituents, the 
index covers approximately 85% of the free float-adjusted market capitalization in 
Japan. 

MSCI Canada Index - The MSCI Canada Index is designed to measure the performance of 
the large and mid-cap segments of the Canada market.  With 88 constituents, the index 
covers approximately 85% of the free float-adjusted market capitalization in Canada.

MSIC Emerging Markets index - The MSCI Emerging Markets Index captures large and 
mid cap representation across 24 Emerging Markets (EM) countries.  With 1,377 
constituents, the index covers approximately 85% of the free float-adjusted market 
capitalization in each country.
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IPD
IPD data was used for benchmarking purposes, but the fund performance was not 
calculated by IPD.

IHS Markit (iBoxx)
Neither Markit, its Affiliates nor any third party data provider makes any warranty, 
express or implied, as to the accuracy, completeness or timeliness of the data contained 
herewith nor as to the results to be obtained by recipients of the data. Neither Markit, its 
Affiliates nor any data provider shall in any way be liable to any recipient of the data for 
any inaccuracies, errors or omissions in the Markit data, regardless of cause, or for any 
damages (whether direct or indirect) resulting there from.

Opinions, estimates and projections in this report do not reflect the opinions of Markit 
Indices and its Affiliates. Markit has no obligation to update, modify or amend this report 
or to otherwise notify a reader thereof in the event that any matter stated herein, or any 
opinion, projection, forecast or estimate set forth herein, changes or subsequently 
becomes inaccurate.

Without limiting the foregoing, Markit, its Affiliates, or any third party data provider shall 
have no liability whatsoever to you, whether in contract (including under an indemnity), in 
tort (including negligence), under a warranty, under statute or otherwise, in respect of 
any loss or damage suffered by you as a result of or in connection with any opinions, 
recommendations, forecasts, judgments, or any other conclusions, or any course of 
action determined, by you or any third party, whether or not based on the content, 
information or materials contained herein.

Copyright © 2020, Markit Indices Limited.

J.P. Morgan
Information has been obtained from sources believed to be reliable but J.P. Morgan does 
not warrant its completeness or accuracy. The index level data is used with permission. 
The index level data may not be copied, used, or distributed without J.P. Morgan's prior 
written approval. Copyright 2023, JPMorgan Chase & Co. All rights reserved.

Bloomberg
BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. 
and its affiliates (collectively "Bloomberg"). BARCLAYS® is a trademark 
and service mark of Barclays Bank Plc (collectively with its affiliates, 
"Barclays"), used under license. Bloomberg or Bloomberg's licensors, 
including Barclays, own all proprietary rights in the Bloomberg Barclays 
Indices. Neither Bloomberg nor Barclays approves or endorses this 
material, or guarantees the accuracy or completeness of any information 
herein, or makes any warranty, express or implied, as to the results to be 
obtained therefrom and, to the maximum extent allowed by law, neither 
shall have any liability or responsibility for injury or damages arising in 
connection therewith.

FTSE Russell
Source: London Stock Exchange Group plc and its group undertakings 
(collectively, the “LSE Group”). © LSE Group 2023. FTSE Russell is a 
trading name of certain of the LSE Group companies. “FTSE®” “Russell®”, 
“FTSE Russell®”, “MTS®”, “FTSE4Good®”, “ICB®”, “Mergent®, The Yield 
Book®,” are trade marks of the relevant LSE Group companies and are 
used by any other LSE Group company under license. All rights in the FTSE 
Russell indexes or data vest in the relevant LSE Group company which 
owns the index or the data. Neither LSE Group nor its licensors accept any 
liability for any errors or omissions in the indexes or data and no party may 
rely on any indexes or data contained in this communication. No further 
distribution of data from the LSE Group is permitted without the relevant 
LSE Group company’s express written consent. The LSE Group does not 
promote, sponsor or endorse the content of this communication.

Hedge Fund Research
The Hedge Fund Research indices used are being used under license from 
Hedge Fund Research, Inc., which does not approve of or endorse the 
contents of this report.
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Credit Suisse
The CS indices are the exclusive property of and currently sponsored by CS as Index 
Creator which has contracted with the relevant Index Calculation Agent to maintain and 
calculate the CS indices. Neither the Index Creator nor the relevant Index Calculation 
Agent has any obligation to take the needs of any person into consideration in 
composing, determining or calculating the CS Indices (or causing the CS Indices to be 
calculated). In addition, neither the Index Creator nor the Index Calculation Agent makes 
any warranty or representation whatsoever, express or implied, as to the results to be 
obtained from the use of the CS Indices and/or the level at which any of the CS Indices 
stands at any particular time on any particular day or otherwise, and neither the Index 
Creator nor the relevant Index Calculation Agent shall be liable, whether in negligence or 
otherwise, to any person for any errors or omissions in the Index or in the calculation of 
the Index or under any obligation to advise any person of any errors or omissions therein.

BofA (Ice Data Indices)
Source Ice Data Indices, llc (“Ice Data”), is used with permission. Ice® is a registered 
trademark of ice data or its affiliates and Bofa® is a registered trademark of Bank of 
America corporation licensed by Bank of America Corporation and its affiliates (“BOFA") 
and may not be used without BOFA's prior written approval. Ice data, its affiliates and 
their respective third party suppliers disclaim any and all warranties and representations, 
express and/or implied, including any warranties of merchantability or fitness for a 
particular purpose or use, including the indices, index data and any data included in, 
related to, or derived therefrom. Neither v.6 071320 ice data, its affiliates nor their 
respective third party suppliers shall be subject to any damages or liability with respect to 
the adequacy, accuracy, timeliness or completeness of the indices or the index data or 
any component thereof, and the indices and index data and all components thereof are 
provided on an “as is” basis and your use is at your own risk. Ice data, its affiliates and 
their respective third party suppliers do not sponsor, endorse, or recommend Aon, or any 
of its products or services.

MSCI ESG Research
Although Aon's information providers, including without limitation, MSCI ESG 
Research LLC and its affiliates (the "ESG Parties"), obtain information from 
sources they consider reliable, none of the ESG Parties warrants or guarantees 
the originality, accuracy and/or completeness of any data herein. None of the 
ESG Parties makes any express or implied warranties of any kind, and the ESG 
Parties hereby expressly disclaim all warranties of merchantability and fitness for 
a particular purpose, with respect to any data herein. None of the ESG Parties 
shall have any liability for any errors or omissions in connection with any data 
herein. Further, without limiting any of the foregoing, in no event shall any of the 
ESG Parties have any liability for any direct, indirect, special, punitive, 
consequential or any other damages (including lost profits) even if notified of the 
possibility of such damages.

MSCI Equity Indices
The MSCI information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used as a basis for or a 
component of any financial instruments or products or indices. None of the MSCI 
information is intended to constitute investment advice or a recommendation to 
make (or refrain from making) any kind of investment decision and may not be 
relied on as such. Historical data and analysis should not be taken as an indication 
or guarantee of any future performance analysis, forecast or prediction. The MSCI 
information is provided on an “as is” basis and the user of this information 
assumes the entire risk of any use made of this information. MSCI, each of its 
affiliates and each other person involved in or related to compiling, computing or 
creating any MSCI information (collectively, the “MSCI Parties”) expressly 
disclaims all warranties (including, without limitation, any warranties of originality, 
accuracy, completeness, timeliness, non-infringement, merchantability and fitness 
for a particular purpose) with respect to this information. Without limiting any of 
the foregoing, in no event shall any MSCI Party have any liability for any direct, 
indirect, special, incidental, punitive, consequential (including, without limitation, 
lost profits) or any other damages. (www.msci.com)
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Investment advice and consulting services provided by Aon Investments USA Inc. The information contained herein is given as of the date hereof 

and does not purport to give information as of any other date. The delivery at any time shall not, under any circumstances, create any implication 

that there has been a change in the information set forth herein since the date hereof or any obligation to update or provide amendments hereto. 

This document is not intended to provide, and shall not be relied upon for, accounting, legal or tax advice. Any accounting, legal, or taxation position 

described in this presentation is a general statement and shall only be used as a guide. It does not constitute accounting, legal, and tax advice and is 

based on Aon Investments’ understanding of current laws and interpretation. 

Aon Investments disclaims any legal liability to any person or organization for loss or damage caused by or resulting from any reliance placed on that 

content. Aon Investments reserves all rights to the content of this document. No part of this document may be reproduced, stored, or transmitted by 

any means without the express written consent of Aon Investments. 

Aon Investments USA Inc. is a federally registered investment advisor with the U.S. Securities and Exchange Commission. Aon Investments is also 

registered with the Commodity Futures Trading Commission as a commodity pool operator and a commodity trading advisor and is a member of the 

National Futures Association. The Aon Investments ADV Form Part 2A disclosure statement is available upon written request to:

Aon Investments USA Inc.

200 E. Randolph Street

Suite 700

Chicago, IL 60601

ATTN: Aon Investments Compliance Officer

© Aon plc 2023. All rights reserved.
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