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JACKSON HOLE:
CENTRAL BANKS HAVE MADE THEIR DECISION

At Jackson Hole, Jerome Powell put an end to the ambiguous guidance. Key rates
must become restrictive and for a sufficiently long period of time to bring inflation
down to 2%, even if this causes some pain for the economy. The ECB appears to have
adopted a similar model according to many members of the central bank, though
Christine Lagarde has remained tight-lipped on the issue. We believe that Jackson
Hole has marked a turning point: a return to the 1970s is not an option, though this
will require central banks sticking to the path they have set and going the whole way.

BENJAMIN MELMAN
Global Chief Investment
Officer, Asset Management

Furthermore, several factors signal that inflation could start to abate: production line
tensions are decreasing, while in the US, new rents have already begun to slow down
and job offers have retreated from the all-time highs reached at the start of the year.

Inflation will end up slowing down...... but not as fast as the markets expect
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Source: Bloomberg, Edmond de Rothschild Asset Management. Data as of 24.08.2022. Past performance is not an indication of future
performance. It may vary over time.



THE OUTLOOK IS FINALLY LOOKING
BRIGHTER FOR THE GLOBAL ECONOMY
THOUGH WE PREFER TO REMAIN
PRUDENT IN THE VERY SHORT-TERM

Now that central banks have clarified their goal - which
appears achievable for the Fed and highly likely for the
ECB - and if inflation subsides over the next few months,
the environment will be particularly conducive to a strong
bull market. With this in mind, we are optimistic over the
mid-term.

However, in terms of timing, we prefer not to position our
portfolios too early as:

» Short-term rates have factored in the Jackson Hole
statement rather effectively, but maybe not fully. Mar-
kets might continue to correct as the perception of a
durably restrictive monetary policy may wellincrease
the likelihood of a recession for investors.

» The Fed’s quantitative tightening - the effects of which
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are unclear but potentially negative for markets - will
see its intensity rise two-fold in September.

= We are entering a phase of downward revisions to
earnings forecasts.

Our short-term cautious stance is nevertheless expected
to be limited and will be revised in the very near future, as
the situation evolves.

EUROPE LACKS VISIBILITY BUT SHOULD
NOT BE UNDULY UNDER-WEIGHT

Energy bills and inflation will rise significantly as the price
of gas surges in Europe. The extent of the shock is such that
forecasts on European economic growth have been put on
hold. The decline of the euro, partly caused by the Euro-
pean energy crisis, is putting the ECB under pressure, and
increasing the risk of a recessive trend in monetary policy.

The key problem for investors is that the current challenge
for Europe can be summarised as one single factor: the
price of gas - which is both highly political and highly
volatile. European assets have factored in a great deal of
negative news but have not incorporated the scenario of a
severe recession.

We therefore prefer to underweight European assets (eg-
uities, high-yield bonds), but only to a limited extent. We
feel the situation can turn around very quickly and staying
away from these listed markets would be costly.

Within equity markets, we appreciate healthcare, which is
resilient in periods of economic slowdown, and Big Data.
Finally, the very strong run enjoyed by the Indian market
has confirmed our long-held faith in this investment theme:
India now offers durable growth prospects. The boom of
the residential real estate market in the country has sup-
ported the long-lasting development of a middle class, ac-
companied with a high demand for goods and equipment.

V KEY POINTS
We are modestly underweight on
European assets (equities, high yield)

We particularly appreciate healthcare and
Big Data

India offers durable growth prospects

LEGAL DISCLAIMER : Written on 06/09/2022. This document is issued by Edmond de Rothschild Asset Management (France). This document is non-binding and its content is exclusively for infor-
mation purpose. Any reproduction, disclosure or dissemination of this material in whole or in part without prior consent from the Edmond de Rothschild Group is strictly prohibited. The information
provided in this document should not be considered as an offer, an inducement, or solicitation to deal, by anyone in any jurisdiction where it would be unlawful or where the person providing it
is not qualified to do so. It is not intended to constitute, and should not be construed as investment, legal, or tax advice, nor as a recommendation to buy, sell or continue to hold any investment.

EdRAM shall incur no liability for any investment decisions based on this document. This docu-
ment has not been reviewed or approved by any regulator in any jurisdiction. The figures, com-
ments, forward looking statements and elements provided in this document reflect the opinion
of EARAM on market trends based on economic data and information available as of today. They
may no longer be relevant when investors read this document. In addition, EARAM shall assume
no liability for the quality or accuracy of information / economic data provided by third parties.
Past performance and past volatility are not reliable indicators for future performance and future
volatility. Performance may vary over time and be independently affected by, inter alia, changes
in exchange rates. « Edmond de Rothschild Asset Management » or « EARAM » refers to the Asset
Management division of the Edmond de Rothschild Group. In addition, it is the commercial name
of the asset management entities of the Edmond de Rothschild Group.

EDMOND DE ROTHSCHILD ASSET MANAGEMENT
(FRANCE)
47, rue du Faubourg Saint-Honoré, 75401 Paris Cedex 08

Société anonyme governed by an executive board and a supervisory board with
capital of €11,033,769 -
AMF registration No. GP 04000015 - 332.652.536 R.C.S Paris

www.edram.fr



