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Macro update

Following last month’s regime transition, our framework continues to suggest the 
global economy is in a slowdown regime, with growth above its long-term trend and 
decelerating (Figure 1a, 1b & 2). Market participants are revising down future growth 
expectations as the economy transitions its engine from fiscal stimulus to private sector 
demand. Hawkish rhetoric by the Federal Reserve has contributed on the margin to this 
repricing of future growth, causing global yield curves to flatten and price-in very low 
nominal and real long-term rates. The emergence of the Omicron COVID-19 variant has 
increased the uncertainty of growth and inflation expectations for the next few quarters, 
justifying this softening in risk appetite. Omicron is an additional catalyst for lower 
growth expectations due to selective lockdown measures in parts of Europe and more 
stringent measures in China, where authorities pursue a zero-tolerance COVID policy. On 
the positive side, preliminary evidence from countries first hit by Omicron (South Africa 
and UK) suggest that while this variant is far more contagious, it’s been less severe in 
terms of symptoms and hospitalization rates (in part because of the incrementally higher 
proportion of vaccinated population). Hence, this wave may have a shorter duration and 
less severe economic impact than previous ones.

Figure 1a: Macro framework points to a slowdown regime
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Sources: Bloomberg L.P., Macrobond. Invesco Investment Solutions research and calculations. Proprietary leading 
economic indicators of Invesco Investment Solutions. Macro regime data as of Dec. 31, 2021. The Leading Economic 
Indicators (LEIs) are proprietary, forward-looking measures of the level of economic growth. The Global Risk 
Appetite Cycle Indicator (GRACI) is a proprietary measure of the markets’ risk sentiment.

Growth is slowing. We are overweight equity relative to 
fixed income, with a tilt toward defensive factors and 
sectors, and maintain an overweight duration stance. 
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Synopsis

•	 Following last month’s 
regime transition, our 
framework continues 
to suggest the global 
economy is in a slowdown 
regime. 

•	 Historically, this economic 
backdrop has led to 
modest but positive returns 
across asset classes, 
with a convergence in 
performance between 
growth-sensitive and 
defensive assets, as 
compensation for growth 
risk diminishes.

•	 We maintain a neutral 
risk stance relative to 
our benchmark,1 with an 
overweight to equites 
versus fixed income but a 
tilt toward defensive equity 
factors (low volatility and 
quality) and sectors, and an 
overweight to developed 
market equities relative to 
emerging markets. We are 
overweight duration and 
neutral on credit risk, with 
an exposure to short and 
intermediate maturities.
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Figure 1b: Leading economic indicators continue to decelerate at a moderate pace 
across regions
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Sources: Bloomberg L.P., Macrobond. Invesco Investment Solutions research and calculations. Proprietary leading 
economic indicators of Invesco Investment Solutions. Macro regime data as of Dec. 31, 2021. The Leading Economic 
Indicators (LEIs) are proprietary, forward-looking measures of the level of economic growth. The Global Risk 
Appetite Cycle Indicator (GRACI) is a proprietary measure of the markets’ risk sentiment.

Figure 2: Global risk appetite is decelerating, signaling declining growth expectations 
GRACI and the global LEI 
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Sources: Bloomberg L.P., MSCI, FTSE, Barclays, JPMorgan, Invesco Investment Solutions research and calculations, 
from Jan. 1, 1992 to Dec. 31, 2021. The Global Leading Economic Indicator (LEI) is a proprietary, forward-looking 
measure of the growth level in the economy. A reading above (below) 100 on the Global LEI signals growth above 
(below) a long-term average. The Global Risk Appetite Cycle Indicator (GRACI) is a proprietary measure of the 
markets’ risk sentiment. A reading above (below) zero signals a positive (negative) compensation for risk-taking in 
global capital markets in the recent past. Past performance does not guarantee future results.

However, these COVID-prevention measures are likely to postpone the resolution of 
supply-chain bottlenecks, as production and transportation channels are affected by this 
fourth wave. As anticipated in our last update, our gauge of inflation momentum suggests 
abating inflationary pressures over the past few weeks, but risks of additional supply-
chain disruptions due to the Omicron variant are likely to increase uncertainty about the 
direction and magnitude of production, labor, and transportation costs over the next 
few months (Figure 3). At this stage we still expect inflation to peak by mid-2022, but we 
reiterate the importance of evaluating incoming information, with risks skewed toward 
an inflation peak later in the year. As argued in the past, we believe high precautionary 
savings and anemic credit demand should keep a lid on long-term inflation expectations 
and interest rates.  

Following last month’s 
regime transition, our 
framework continues to 
suggest the global economy 
is in a slowdown regime, 
with growth above its 
long-term trend and 
decelerating.

The emergence of the 
Omicron COVID-19 variant 
has increased the uncertainty 
of growth and inflation 
expectations for the next few 
quarters, justifying this 
softening in risk appetite. 

“

“
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Figure 3a: US Inflation Momentum 
Indicator (IMI)

Figure 3b: IIS Inflation Momentum 
Indicator: Categories
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Sources: Bloomberg L.P. data as of Dec. 31, 2021, Invesco Investment Solutions calculations. The US Inflation 
Momentum Indicator (IMI) measures the change in inflation statistics on a trailing three-month basis, covering 
indicators across consumer and producer prices, inflation expectation surveys, import prices, wages, and energy 
prices. A positive (negative) reading indicates inflation has been rising (falling) on average over the past three months.

Investment positioning 

A slowing economy with growth above trend has historically been accompanied by 
modest but positive returns across asset classes, with a convergence in performance 
between growth-sensitive and defensive assets. When earnings growth expectations 
decelerate, compensation for growth risk diminishes (i.e., credit and equity excess 
returns), while compensation for duration risk tends to increase, often explaining the bulk 
of total returns across asset classes. 

We maintain an overall neutral risk stance relative to our benchmark in the Global 
Tactical Asset Allocation model1. We are moderately overweight equities relative to 
fixed income, and within equities we favor defensive sectors and factors. We maintain a 
neutral stance on portfolio credit risk2, with a higher allocation to short and intermediate 
credit maturities, higher quality credit assets, and overweight duration relative to 
benchmark. (Figure 4, 5, 6). In particular:

•	 Within equities we overweight defensive factors like quality and low volatility, which 
tend to outperform via a combination of declining growth expectations and higher 
duration properties. Similarly, we favor defensive sectors with quality characteristics 
and positive exposure to lower bond yields such as information technology, 
communication services, health care, consumer staples, etc. (Figure 6). From a 
regional perspective, we maintain an underweight exposure in emerging markets 
relative to developed markets as slowing global growth and a deceleration in global 
risk appetite provide headwinds for riskier markets. 

•	 In fixed income we are overweight duration, expecting long-term bond yields to 
decline as growth decelerates and inflation is likely to peak over the next few quarters. 
We maintain a neutral credit risk stance relative to benchmark with a higher allocation 
to short and intermediate maturities in high yield, with more income per unit of risk, 
given historically tight credit spreads. We remain overweight bank loans and EM hard 
currency debt at the expense of investment grade on a duration-matched basis. We 
favor US Treasuries over other developed government bond markets given the yield 
advantage on a currency-hedged basis. 

•	 In currency markets we move back to a neutral US dollar exposure, as negative growth 
surprises outside the US have abated. In developed markets we underweight the British 
pound, Swiss franc, Canadian dollar, and Australian dollar, while we overweight the 
euro, Japanese yen, Singapore dollar, Norwegian kroner, and Swedish krona. In EM we 
favor high yielders with attractive valuations such as the Russian ruble, Indian rupee, 
Indonesian rupiah, and Brazilian real. We underweight the Taiwan dollar and Korean won. 

At this stage we still expect 
inflation to peak by mid-
2022, but we reiterate the 
importance of evaluating 
incoming information, with 
risks skewed toward an 
inflation peak later in the 
year.

“

2. �Credit risk defined as DTS (duration 
times spread).



	 Thought Leadership Insights  I  Tactical Asset Allocation	 4

Figure 4: Relative tactical asset allocation positioning 
USD exposure back to neutral, as negative global growth surprises abate.
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exchange. For illustrative purposes only. 	

Figure 5: Tactical factor positioning 
Factor tilts within the slowdown regime are toward quality and low volatility
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Source: Invesco Investment Solutions, Dec. 31, 2021. For illustrative purposes only. Neutral refers to an equally 
weighted factor portfolio. 

Figure 6: Tactical sector positioning 
In a slowdown regime, we overweight defensive sectors relative to cyclicals
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factor and style allocations.
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なく、また将来の動向を保証あるいは示唆するものではありません。また、当資料に示す見解は、インベスコの他の運用チームの見解と異なる場

合があります。本文で詳述した当資料の分析は、一定の仮定に基づくものであり、その結果の確実性を表明するものではありません。分析の際

の仮定は変更されることもあり、それに伴い当初の分析の結果と重要な差異が生じる可能性もあります。当資料について事前の許可なく複製、
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当資料ご利用上のご注意

受託資産の運用にはリスクが伴い、場合によっては元本に損失が生じる可能性があります。各受託資産へご投資された場合、各受託資産は

価格変動を伴う有価証券に投資するため、投資リスク（株価の変動リスク、株価指数先物の価格変動リスク、公社債にかかるリスク、債券先
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の投資リスク、デリバティブ｟金融派生商品｠に関するリスク等）による損失が生じるおそれがあります。ご投資の際には、各受託資産の契約

締結前書面、信託約款、商品説明書、目論見書等を必ずご確認下さい。

投資一任契約に関しては、次の事項にご留意ください。【投資一任契約に係る報酬】直接投資の場合の投資一任契約に係る報酬は契約

資産額に対して年率0.88％（税込）を上限とする料率を乗じた金額、投資先ファンドを組み入れる場合の投資一任契約に係る報酬は契

約資産額に対して年率0.605％（税込）を上限とする料率を乗じた金額が契約期間に応じてそれぞれかかります。また、投資先外国籍ファ

ンドの運用報酬については契約資産額に対して年率1.30%を上限とする料率を乗じた金額が契約期間に応じてかかります。一部の受託資

産では投資一任契約に加えて成功報酬がかかる場合があります。成功報酬については、運用戦略および運用状況などによって変動するもの

であり、事前に料率、上限額などを表示することができません。 【特定(金銭)信託の管理報酬】 当該信託口座の受託銀行である信託銀行

に管理報酬をお支払いいただく必要があります。具体的料率については信託銀行にご確認下さい。【組入有価証券の売買時に発生する売買
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