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Global Economics
A L E J A N D R A  G R I N D A L ,  C H I E F  E C O N O M I S T

P A T R I C K  AY E R S ,  S E N I O R  A N A LY S T

A U G U S T  2 8 ,  2 0 2 3

China is keeping monetary and fiscal stimulus limited

•	 Since our last quarterly 
update, the economic picture 
has diverged among the 
world’s largest economies.

•	 The outlooks for China and 
Eurozone have worsened, 
while the U.S. is now seeing 
signs of a soft landing. Growth 
trends remain positive in 
Japan and India.

•	 Most economies see 
downside risks, as sticky core 
price pressures argue against 
central bank cuts in the near-
term.

Key Takeaways

G7 and BIC Outlook — Diverging trends

Monthly 2/28/2011 - 6/30/2023 (Log Scale)
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MSCI U.S. Trailing Earnings and % of Companies with Positive Earnings Revisions Monthly Data 2002-04-30 to 2024-07-31
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Series based on local currency inputs

Global Allocation
T I M  H AY E S ,  C M T,  C H I E F  G L O B A L  I N V E S T M E N T  S T R A T E G I S T

A U G U S T  3 1 ,  2 0 2 3

U.S. has the highest rate of earnings upgrades

•	 The current phase of the 
earnings cycle is a bullish 
influence on global stocks. 

•	 Regional index earnings are 
set to be the most favorable 
for the U.S., followed by 
Japan, Emerging Markets, and 
Canada.

•	 Consumer Discretionary and 
Information Technology stand 
out among global equity 
sectors.

Key Takeaways

A bullish earnings influence
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Fixed Income

U.S. Dollar Index retreating from overvalued territory

•	 A weaker U.S. dollar (USD) is 
our biggest macro trade over 
the next 3-5 years. Continued 
overvaluation and bullish sen-
timent makes this an attrac-
tive entry point.

•	 Cracks in the labor market 
and narrowing rate differen-
tials should weigh on the USD, 
along with political polariza-
tion and waning foreign de-
mand for U.S. Treasurys.

•	 Beneficiaries include gold, 
commodities, foreign bonds, 
and foreign stocks.

Key Takeaways

J O S E P H  F .  K A L I S H ,  C H I E F  G L O B A L  M A C R O  S T R A T E G I S T

Our biggest macro trade

A L E J A N D R A  G R I N D A L ,  C H I E F  E C O N O M I S T

A U G U S T  3 1 ,  2 0 2 3

Monthly 1/31/1973 - 7/31/2023 (Log Scale)

(I 238)

Purchasing Power Parity Using the Long-Run

Averaging Approach of Historical and Current

Inflation and Exchange Rates

(Shown With 10% Bands)

U.S. Dollar Index Overvalued

U.S. Dollar Index Undervalued

U.S. Dollar % Over/Under Valued

vs. Trading Partners = 4.8%

NDR Modified Concept Courtesy: McKinnon and Ohno

The U.S. Dollar Index is based on six currencies.
The currencies and their weights are:

Euro 57.6%
Yen 13.6
Pound 11.9
Canadian Dollar 9.1
Krona 4.2
Swiss Franc 3.6

Actual Rate 7/31/2023 = 101.34
( )

PPP Rate 7/31/2023 = 96.70
( )

Sources: Bureau of Labor Statistics, Haver, Bloomberg70.1
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U.S. Economics
V E N E T A  D I M I T R O V A ,  S E N I O R  U . S .  E C O N O M I S T

Tighter financial conditions are a drag on the economy

•	 The economy’s resilience 
has been surprising, but past 
tightening should slow down 
growth in the coming year.

•	 A steeper Phillips curve (the 
inverse relationship between 
inflation and unemployment) 
may help bring down inflation 
without a big hit on employ-
ment.

•	 A soft landing is more likely, 
but Fed policy will remain re-
strictive. Rising real fed funds 
rate is a headwind to equities.

Key Takeaways

J O S E P H  F .  K A L I S H ,  C H I E F  G L O B A L  M A C R O  S T R A T E G I S T

Some key points on the economy from Powell’s speech
A U G U S T  3 0 ,  2 0 2 3
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U.S. Equities
E D  C L I S S O L D ,  C F A ,  C H I E F  U . S .  S T R A T E G I S T

Leaving one of the best phases of the 4-year cycle

Entering second-weakest phase of presidential cycle

•	 The second half of pre-
election years into the first 
half of election years, is the 
second-weakest part of the 
four-year presidential cycle.

•	 Weakness also has generally 
been less severe under first-
term presidents.

•	 Election-year rallies 
often begin after political 
uncertainty dissipates.

Key Takeaways

T H A N H  N G U Y E N ,  C F A ,  S E N I O R  Q U A N T I T A T I V E  A N A LY S T

A U G U S T  3 0 ,  2 0 2 3
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Dow Jones Industrial Average Four-Year Cycle for 2023 - 2026 Daily Data 2022-12-30 to 2026-12-31
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Dow Jones Industrial Average Four-Year Cycle for 2023 - 2026 Daily Data 2022-12-30 to 2026-12-31
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ESI1532

S&P 500 Materials Industry Performance Daily Data 2022-12-30 to 2023-08-29 (Log Scale)
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ESI1532

S&P 500 Materials Industry Performance Daily Data 2022-12-30 to 2023-08-29 (Log Scale)

Jan '23
03 12 24

Feb '23
02 13 23

Mar '23
06 15 24

Apr '23
04 14 25

May '23
04 15 24

Jun '23
05 14 26

Jul '23
06 17 26

Aug '23
04 15 24

78.5
79.4
80.4
81.3
82.2
83.2
84.1
85.1
86.1
87.1
88.1
89.1
90.2
91.2
92.3
93.3
94.4
95.5
96.6
97.7
98.9

100.0
101.2
102.3
103.5
104.7
105.9
107.2
108.4
109.6
110.9
112.2
113.5
114.8
116.1
117.5
118.9
120.2
121.6
123.0

78.5
79.4
80.4
81.3
82.2
83.2
84.1
85.1
86.1
87.1
88.1
89.1
90.2
91.2
92.3
93.3
94.4
95.5
96.6
97.7
98.9

100.0
101.2
102.3
103.5
104.7
105.9
107.2
108.4
109.6
110.9
112.2
113.5
114.8
116.1
117.5
118.9
120.2
121.6
123.0S&P 500 Chemicals Industry (68.6% of sector, 2023-08-30 = 89.4)

S&P 500 Metals & Mining Industry (16.1% of sector, 2023-08-30 = 89.1)
S&P 500 Containers & Packaging Industry (9.3% of sector, 2023-08-30 = 82.1)
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Indices cap-weighted and shown relative to the
S&P 500 (Cap-Weighted). Price lines set to 100 at start.

Source:    S&P Capital IQ and MSCI, Inc. (GICS), S&P Dow Jones Indices

U.S. Sectors
R O B  A N D E R S O N ,  C F A ,  U . S .  S E C T O R  S T R A T E G I S T

T H A N H  N G U Y E N ,  C F A ,  S E N I O R  Q U A N T I T A T I V E  A N A LY S T

Materials’ industries weak in 1H, market performers in 2H

•	 Unlike Energy, Materials hasn’t 
really benefitted from the 
summer commodity rally.

•	 Energy’s relative performance 
has delinked from Chinese 
stocks, while Materials’ 
correlation is at a decade high.

•	 All four of Materials’ 
commodity-related sector 
model indicators are bearish.

Key Takeaways

A U G U S T  3 1 ,  2 0 2 3

Examining the link between emerging markets and Materials

https://www.ndr.com/marketing/bios/rob.anderson_bio.pdf
https://www.ndr.com/marketing/bios/thanh.nguyen_bio.pdf
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NDR Hotline

Key Takeaways

Margin debt returns, and other supply/demand observations

L O N D O N  S T O C K T O N ,  R E S E A R C H  A N A LY S T

R O B  A N D E R S O N ,  C F A ,  U . S .  S E C T O R  S T R A T E G I S T

Margin debt rising from oversold levels

A U G U S T  3 0 ,  2 0 2 3

•	 Margin debt has risen from 
oversold levels, thus triggering 
a new buy signal for the stock 
market.

•	 Household cash and relative 
money market assets are low 
versus long-term averages.

•	 Foreign investors and 
corporations have been good 
sources of demand in 2023.

Monthly 1/31/1970 - 7/31/2023 (Log Scale)
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