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Month Iin Review: October 2023

Three key themes have shaped the market discourse this month:

The New Global Economy
@ Investors around the world are paying more attention to the broader macroeconomic
oicture, rather than to market-specific events. The data proves them right: the global

economy is on shakier grounds than previously thought.

Commodity Markets Update
E Given the increased geopolitical tensions, commodity markets offer hidden insights
iNnto how other asset classes may perform going forward. Here we look at gold and oil

N particular.

H The World of ETFs
o A series of recent articles in the financial press have highlighted the benefits and risks

of the growing ETF universe.
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The New Global
Economy

ow Wwill the global economy fare under
revived geopolitical tensions?




The global economy is slowing down...

Slower Growth Momentum Ahead

“Leading indicators for services now indicate weaker
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previously enjoyed a strong rebound. [...] Recent
data releases point to a wide-ranging slowdown or
contraction in the manufacturing sector, with related
declines in industrial production, investment, and
international trade in goods. This weakness reflects
the combined effects of the post-pandemic shift in
consumption back toward services, weaker demand
stemming from a higher cost of living, the unwinding
of crisis policy support, tighter credit conditions, and
general uncertainty amid intensified geoeconomic
fragmentation.”

Read IMF’s full paper:

World Economic Outlook: Navigating Global
Divergences Oct 2023 (IMF), October 2023
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...forecasts remain below pre-pandemic levels...

Global economic output (year-on-year percentage growth)
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Note: The grey line represents GDP forecast in H1 2023, and the purple line represents GDP forecast in H2 2023

“Significant headwinds remain, however.

We are expecting to see annual average

growth global output of 2.6 percent over
the 2023 - 2027 forecast period [...].”

Read Kearney’s full paper:

Global Economic Outlook 2023-2027: 2H
2023 (Kearney), October 2023
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...especially as the world’s growth engine

continues to slow down.

Confidence Survey Shows Optimism about the Future Has Eroded

65

60

55

al

45

40
2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021

Source: FRBNY
Note: The data shows prospects for future income, using a diffusion index

2023

“Extended pandemic lockdowns in China further
exacerbated balance sheet damage among the most
vulnerable households impacted by the collapse in
economic activity, job losses, pay cuts, and a weaker
social safety net. While households’ pessimism around the
future has been declining for some time, recent surveys
show households’ confidence in the outlook for future
iIncome gains hovering near the lowest level on record

[...].7
Read FRBNY’s full paper:

Why Are China’s Households in the Doldrums? (FRBNY),

October 2023
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Commodity
Markets Update

Navigating chaos: between oil and gold




Recent geopolitical events in the Middle East

rocked oil markets...

WTI crude oil Put/Call volume ratio
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“[...] there was a steep decline in the ratio of put volume
versus call volume for the West Texas Intermediate (WTI)
oil price, as the second panel of the next chart shows. This
Is indicative of upward price risks.

A put/call ratio below 1implies there are more
expectations of a price rally versus a drop. On Monday, the
put/call ratio dipped sharply to about 0.4 from closer to
1.25 earlier.

The chart’s top panel charts the WTI price in 2023 and
shows periods shaded in grey where the put/call ratio was
below 1; broadly, these coincide with rising crude prices.”

Read Macrobond’s full paper:

Assessing Scenarios for Oil amid Unrest in the Middle East

(Macrobond), October 2023
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...the risk of higher oil prices does not bode well
for the global economy...

World oil demand in 2024*, mb/d

| Change 2024/23
World oil demand 2023 1024 2Q24 3Q24 4Q24 2024 Growth %

Americas 2497| 2471 2533 2552 2503 2515 0.18 0.72 “In 2024. 1.1 world oil demand is
of which US 2022| 2006 2059 2062 2019 2037 0.14 0.70  Leeed

Europe 1345 1317 1353 1392 1341 1351 0.06 0.41 expected to rise by 2.2 mb/d y-o-y,

Asia Pacific 7.39 7 .84 6.98 7.19 765 7.41 0.02 0.29 with total world oil demand

e N S N 0.26 0.56 projected to average 104.3 mb/d.”

China 16.02] 1630 1652 1669 16.88 16.60 058 362

India 538| 563 564 544 569 560 0.22 4.09 Read OPEC’s full paper:

Other Asia 926 960 973 939 954 957 0.31 335

icdle Bt ood| 501 876 941 808 07 o038 440 Monthly Oil Market Report Oct
| a S ) ) ; ] ) ; ) )

Africa 454 470 442 480 501 469 0.15 3.31 2023 (OPEC), October 2023

Russia 379 389 370 389 408 389 0.10 265

Other Eurasia 1147 127 124 108 128 122 0.04 377

Other Europe 079 081 078 077 084 080 0.01 175

s625| 5790 6788 5822 694 5324|199 353

Total World 102.06| 103.62 103.51 104.85 10523 104.31 2.25 2.20

Previous Estimate 102.06] 10376 10343 10474 10528 104.31 225 220

Revision 000l 015 009 012 -005 0.0 0.00 0.00

Source: OPEC S/\VVY Witho
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...but can gold save investors from this age of
volatility? History says “yes.”

The lacoviello GPR index consistently captures historical acts and threats of geopolitical tension
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Source: World Gold Council

“As a crisis hedge, gold has a solid history, driven by
its lack of credit risk and negative correlation to risk
assets. But it is likely that geopolitical tensions on
their own might influence gold returns, even when
accounting for the change in other factors. [...] The
GPR index has a reliable track record of reflecting
observed impacts to underlying economic variables
at a global level.”

Read World Gold Council’s full paper:

What’s The Impact Of Geopolitics On Gold? (World

Gold Council), October 2023
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The World of
ETFs

Are ETFs still a good bet?




Global ETF industry has exploded in recent years...

Assets Under Management in the European ETF Segment by Asset Type, January 1, 2000 -
September 30, 2023 (Euro Millions)
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“The performance of the underlying markets led, in
combination with estimated net inflows, to increasing
assets under management (from €1,242.5 bn as of
December 31, 2022, to €1,430.8 bn at the end of
September 2023). At a closer ook, the increase in assets
under management of €188.3 bn for the year 2023 so far
was driven by the estimated net inflows (+€105.2 bn),
while the performance of the underlying markets
contributed (+€83.0 bn) to the increase in assets under
management.”
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Read Refinitiv’s full paper:
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Global ETF Industry Year-to-date Review: September
2023 (Refinitiv), October 2023
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...but this growth is killing investor choice...

The evolution of ETF species
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“The implications of the competitive landscape for ETFs are
mixed. On one hand, they have truly democratized investing.
Investors now have access to the benefits of financial
markets in one instrument that provides diversification at
very low fees. Recently advertised fees on broad-based bond
funds have fallen to 3bps. On the other hand, ETF providers
have been able to satisfy investor demand for increasingly
specialized products even though the evidence suggests they
underperform. Are investors becoming worse off due to the
effectiveness of the marketing strategies by providers of
specialized ETFs?”

Read Alpha Architect’ full paper:

The Democratization of Investing and the Evolution of ETFs

(Alpha Architect), August 2023
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...leading to some potentially risky but innovative

ETF products.

Rebalancing flows for differently leveraged ETFs

8% change in underlying 8% of NAV o be traded
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“Leveraged ETFs are designed to deliver a multiple of the return
on a basket over a one-day period, typically the underlying
basket 2* or 3*, while Inverse ETFs are designed to deliver the
opposite of the return on a basket (basket return -1%). [...]

On 13 September 2022, equity markets had their largest sell-off
since 2020, with the Nasdaqg 100 down 5.2% and the S&P 500
down 4.3%. [...] Nomura Holdings Inc. estimate L&l ETF
rebalancing flows to be US$15.5 billion on the day, and although
our precise estimates of the flows differ [...], we agree that these
flows are likely to have amplified the sell-off.

Selling flows hitting a market towards the end of a down day risk
a sudden and severe drop in prices and liquidity, and significant
losses can occur - a flash crash.”

Read Wellington Management’ full paper:

Leveraged and Inverse ETFs - The Exotic Side of Exchange-

traded Funds (Bank Underground), October 2023
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About Us
al NAYAYA'Y

INVESTOR

Savvy Investor is the world’s leading content platform
for 22,000+ institutional investor members.

Asset managers and service providers use the Savvy
Investor platform to engage with this high-profile
investor audience and generate brand awareness,
relevant leads and deeper relationships. We work with
content and marketing teams to deliver targeted
Content Promotion campaigns, Special Reports,
Webinars and Company Showcases.

The benefits of publishing on the Savvy Investor
olatform include exclusive access to a highly-engaged
investor audience, bespoke performance reporting
and lead metrics, and an experienced team to deliver
personalised content consultancy and audits.

Contact us - hello@savvyinvestor.net

with.

Intelligence

With Intelligence is a leading provider of
investment intelligence for allocating decisions,
fund-raising and business development.

The global team includes data scientists,
analysts, reporters and journalists, technologists,
developers and industry experts - all obsessed
with revealing the bigger picture on the asset
mMmanagement industry. The business delivers a
unigue blend of data that includes profiles, fund
information, performance metrics and our
valuable analyst perspectives.

With Intelligence’s data, insight and responsive
platform combine to help investment
professionals to connect with the right people,
intelligence and opportunities.
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