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Monthly Market Wrap, September 2022

Narratives are slowing adjusting to our view, from high inflation to recession risk and systemic risk. The BoE intervention last week
on the back of solvency issues at UK pension funds (margin calls that could not be met) is just an example rising systemic risks in the
market. We are entering a critical phase of the bear market in risk assets. Real estate prices are starting to roll over in highly levered
regions, senior financials CDS spreads are trading at a 9-year high, and financial conditions are at their tightest in well over a decade,
echoing to 2007-2008. Considering the elevated level of leverage across the system, other epicentres of stress will emerge.
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September marked the end of the summer Iull. After a relatively Chart 2. G5 Financial Conditions YoY
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closed down -9.30% (-25.4% YTD).
Source. MAM Research, Bloomberg

Chart 3. S&P 500 Index (Weekly)

As consensus was expecting a strong deceleration in inflation in
August, the surprise tick up in core CPI caught a lot of investors
offside leading to a swift decline in prices and US stocks having i
their worst month in over two years. The S&P 500 was down S |
9.2% (-23.9% YTD). The Nasdaqg continued to underperform, .,__-...'
down -10.6% (-32% YTD). Healthcare outperformed, down - I"'I _'||.|
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rhetoric that housing “may have to go through correction”, |"||
down -13.3% MoM (-29.3% YTD). On the back of the recession
narrative and lower consumer, the energy sector paired more
of its YTD gains, down -10.5% in September (+29.8% YTD).
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Chart 4. EuroStoxx 600 Index (Weekly)
European equities faced similar headwinds. Inflation continued

to accelerate, Eurozone CPI reached double digit (+10% YoY). L
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sector basis, real estate was the biggest underperformer, down " | =
-17.6% (-42% YTD). Other rate sensitive sectors such as Telecom || B
and utilities lagged, down a respective -12.7% and -8.9% last
month (-14.2% an -17.4% YTD).
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Fixed Income

US economic data continues to display a contracting economy.
Inventories keep building up for the 23rd consecutive month.
Rate sensitive consumption is falling with existing homes sales
down -27% YTD and mortgage purchase applications down 36%
YoY. “Trust me, our tightening will be enough to bring inflation
down to 2%. It will be enough”. Powell’s hawkish comments at
the last Fed meeting helped push the 2-Year Treasuries yields
up towards 4.28%, now reaching 2007s highs. The 10-2 Year
spread further declined to -54bps before slightly retracting to
end the month near August lows at -45bps.

In Europe, record-high double digits inflation figures continue to

hurt consumer confidence. The German Zew Economic
Sentiment for September came in at -60.7, which is the lowest
level since 2008 and the depths of the Great Financial Crisis.
The ECB raised interest rates by 75bps in September — its
largest rate hike in history, pushing the 10-Year Bund yields to
2.11%.

quarter of negative growth (4Q22). We believe this stance is

Interestingly, however, the ECB anticipates only one

overly optimistic and expect revisions to come.

In the UK, inflation woes coupled with finance minister Kwasi
Kwarteng tax cuts package pushed the 10Y Gilts yield to 4.09%,
back to 2008 levels.

Currencies

The dollar strengthened for the fourth straight month in
September, reaching a new year-to-date high at 111.15. As
usual, Powell’s hawkish rhetoric supported by a re-accelerating
inflation continued to support the greenback meanwhile trade
balances and relative growth expectations continued to weigh
in the balance. The dollar was up 3.1% MoM, now up by more
than 17.2% YTD.

The EUR continued to suffer, hitting 20 years lows against the
USD at 0.9807, amid Putin’s partial mobilization, the strength of
the dollar from the hawkish Fed signals, and the harsh winter
coming up for Europe as Russia has cut gas supplies. The Euro
continued to decline for the 4th straight month, -2.6% MoM (-
14.0% YTD).

Across the Channel, the GBP continued to suffer, hitting an ATL
against the USD at 1.03, before recovering in the last few
sessions of the month. The drop followed the announcement of
a spending and tax plan by Britain’s new Conservative
government, translating into an enormous increase in the
budget deficit and a worsening balance of payments. The Pound
ends the down -4.3% MoM (-17.8% YTD).

In Japan, the BoJ $20bn intervention did little to support the
Yen, down another -4.3% MoM (-25.6% YTD).
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Chart 5. US 10-2 Treasury Spread (Monthly)
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Chart 6. UK 10-Year Gilts Yield
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Source. Bloomberg, MAM Research
Chart 7. US Dollar Index (Monthly)
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Source. Bloomberg, MAM Research
Chart 8. USD/Euro Spot Exchange Rate (Monthly)

Source. Bloomberg, MAM Research
Chart 9. USD/GBP Sport Exchange Rate (Quarterly)
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Commodities

Commodities were hit hard this September, with the Bloomberg
Broad Commodity Index down -8.3% MoM (+12.4% YTD).

The energy sector was hit particularly hard, down -16.6% MoM
(+49.8% YTD). Natural gas prices were a key contributor to
negative returns for energy being down -25.9% (+81.4% YTD),
following weaker demand due to Hurricane lan and weather-
driven demand at a seasonal nadir. WTI crude oil slipped for a
fourth consecutive month, down -11.2% MoM (+5.7% YTD), as
recessionary fears grabbed the market’s attention with China’s
biggest annual drop in demand in more than three decades,
and the spectre of global central banks renewing their
commitment to fight inflation looming large on hopes for the
global economy.

Industrials were down -6.3% (-16.2% YTD) as the Fed re-iterated
that a painful period of slow economic growth was ahead.
Copper prices fell for a 6th consecutive month amid reduced
global growth expectations, down -3.0% (-23.6% YTD).

Agriculture was down -1.7% in September (+10.8%), on
concerns about demand amid fears of a global recession and
higher than expected stocks.

Precious metals outperformed but were still down -0.9% (-
11.7% YTD). Gold declined for the 6th consecutive month, down
-3.0% MoM (-8.9% YTD), whilst Silver caught a bid at end of the
month to finish up 5.5% (-18.2% YTD).

Emerging Markets
EM equities lagged last month, down -11.7% (-27.2% YTD).

Every single EM region covered by our models was negative in
September. Chinese equities suffered the most (-14.6% MoM, -
31.2% YTD) amid a worrying growth outlook and the ever-
present zero-Covid policy. The tech-heavy Hang Seng index
touched an 11-year lows amid the massive global tightening as
well as rising geopolitical tensions.

On the other hand, Brazilian relative

outperformers as the presential race between Lula and

equities were

Bolsonaro tightened. Some investors wagered that Bolsonaro,
while not favoured, could eke out a second-round win, allowing
him to push forward pro-market reforms and privatizations.
Brazilian equities were down -3.3% MoM (+11.5% YTD).

The MSCI Emerging Market Currencies Index was down -3.24%
last month (-7.9% YTD). The Chinese Renminbi continued to
weaken against the dollar for the 7th consecutive month, down
3.3% (-12.1% YTD). The Brazilian Real was down -4.2%, while
the Mexican Peso was flat.
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Chart 10. Natural Gas Continuous Futures (Weekly)
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Chart 11. WTI Crude Oil Continuous Futures (Weekly)
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Chart 12. Copper Continuous Futures (Weekly)
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Chart 13. MSCI EM Index (Weekly)
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Chart 14. MSCI EM FX Index (Weekly)
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Disclaimer

This document has been prepared by Monaco Asset Management (MAM). It gives a general overview of the strategies proposed
by MAM.

This document is confidential and is intended solely for the recipient and may not be duplicated, distributed or published either
in electronic or any other form without the prior written consent of MAM.

This document has not been reviewed or approved by any regulatory authority. It is not a personal recommendation. It is for
your information only and is not intended as an offer, solicitation of an offer, public advertisement or recommendation to buy or
sell any investment or other specific product. Its content has been prepared by our staff and is based on sources of information
we consider to be reliable. However, we cannot provide any undertaking or guarantee as to it being correct, complete and up to
date. The circumstances and principles to which the information contained in this publication relates may change at any time.
Once published, therefore, information shall not be understood as implying that no change has taken place since its publication
or that is still up to date. Furthermore, MAM is not under obligation to update the information contained in this document.

The information in this document does not constitute an aid for decision-making in relation to financial, legal, tax or other con-
sulting matters, nor should any investment or other decision be made on the basis of this information alone. All recipients of this
document are urged to carry out their own due diligence into any investment opportunity. They should form their own assess-
ment and take independent professional advice on the merits of investment and the legal, regulatory, tax and investment conse-
guences and risks of so doing.

We do not guarantee the accuracy or completeness of information which is contained in this document that may have been ob-
tained from or is based upon trade and statistical services or other third party sources.

We disclaim without qualification all liability for any loss or damage of any kind, whether direct or indirect, which may be in-
curred through the use of this publication.

The above information concern this document and any associated documentation, including the e-mail or cover letter.

MAM is registered with the Monaco Chamber of Commerce and Industry under the number 99503612 and is approved by the
Commission for the Control of Financial Activities under number SAF/99-03.



