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Macroeconomic Commentary1 
 

Global equity markets finished the second quarter of 2023 in mostly positive territory. The quarter began on a 
positive note, with most indices posting gains in their local currencies. The MSCI World experienced a positive 
return of 6.8% (in USD) over the quarter. In the US, the Dow Jones Industrial Average, S&P 500 and Nasdaq 
all delivered positive returns of 4.0%, 8.7% and 13.1%, respectively. This performance was mainly driven by 
the strength in Technology stocks and strong corporate earnings results, despite rising inflation. In Europe, the 
Euro STOXX 50 gained 4.2% over the period. In contrast, however, the FTSE 100 experienced a slight decline 
and returned -0.4%. This was driven largely by the Bank of England’s decisions to raise rates twice in the 
quarter, and weak economic growth. In fixed income markets, the yields on US and UK 10-year bonds 
increased by 37 and 90 basis points, respectively. Brent crude oil declined by -3.5% due to concerns over 
rising global demand and the impact of ongoing supply disruptions. Copper experienced a more significant 
downturn, dropping by -7.3%. 
 

Fund Commentary 
 
During the second quarter of 2023, the Credo Global Equity Fund (CGEF) increased by 2.6%, underperforming 
the MSCI World Index by 4.2 % in USD terms2.  
 
Q2 of 2023 was a difficult quarter for global equity fund managers. Coming out of the mini-banking crisis 
experienced in the US during March, fund managers remained cautious as to whether there would be any 
further fallout. At the same time, markets remained heavily focused on key economic data to ascertain the 
direction of interest rate travel. The main themes continued to focus on inflation, interest rates, recession, and 
geo-politics. The market had been eagerly awaiting confirmation that inflation was under-control and that 
central banks could pivot, and start slowing the rate of interest rate hikes, and in fact, start cutting interest 
rates. To this point, there seems to be a strong belief that the US economy has remained resilient, will likely 
have a “soft landing”, and hence the US market has rewarded US stocks with strong gains during the quarter. 
The story, however, is a little more tepid across the Atlantic. In the UK, it appears that the Bank of England is 
still fighting strong inflation data, fears a “hard landing” and hence, continues to rise interest rates rapidly. This 
again, has been reflected in the performance of the FTSE 100 index. 
 
Probably the biggest theme to emerge out of Q2 of 2023, was the tangible arrival of AI (Artificial Intelligence) 
through the recognition of ChatGPT. The launch of ChatGPT in January 2023, and subsequent hysteria it 
caused, led to a significant re-rating of several mega-cap technology companies over the last three months. 
These companies include, Apple, Microsoft, Meta Platforms, and Nvidia, to name a few. Interestingly, these 
companies are also the largest cap weighted companies in the world, and as their valuations increase, so does 
their representation and contribution to the performance of their respective indices. So, what we have seen 
through the course of the last three and six months, is a very narrow rally of approximately 10 to 15 mega-cap 
stocks, that have created the illusion of a very strong rally in equity markets. Yet, stripping away the contribution 
of these stocks to performance returns, indices would look far less sanguine. As Value investors, we tend to 
steer away from highly rated Growth companies, and as such, although we have some exposure to names like 
Microsoft, Meta Platforms and Alphabet, our general underweighting of the sector is a large contributor to the 
CGEF’s underperformance.  

 
(1) Source: Bloomberg. 
(2) Performance of the Credo Global Equity Fund Class B Retail Shares over the period 31/03/2023 to 30/06/2023. 
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The main positive contributors to the CGEF included strong performance from higher beta stocks as well as 
some healthcare names. Meta Platforms, Flutter Entertainment, Frontdoor, HCA Healthcare and Cigna Group 
were all positive contributors over the period.  
 
The detractors from the portfolio included some consumer facing stocks like Dollar General, which surprised 
the market with a profit warning, and The Walt Disney Company, as well as some of the more defensive names 
in the portfolio like Progressive Group, and British American Tabacco.  
 
We added new positions to the portfolio during the quarter, which included Entain plc and JDE Peet’s. We sold 
out of our positions in Canada Goose and Unilever.  
 

Looking Forward 
 
The second quarter of 2023 has been a difficult period for Value orientated investors. Performance returns 
have been heavily skewed depending on one’s exposure to a handful of mega-cap technology/Growth stocks. 
These narrow market rallies are concerning and are generally unhealthy for markets, which tend not to end 
well. The euphoria around the introduction and benefit of AI into the world, seems to be a little overdone. 
Stocks that appear to be best positioned to take advantage of the “new new thing” have all re-rated significantly 
and look expensive at current levels. We refuse to get sucked into this “FOMO” trade and continue to follow 
our disciplined approach. 
 
As always, we remain patient and true to our investment philosophy. 
 
Jarrod Cahn, Co-Portfolio Manager 
 
 
 
 
Important Notice: The information and opinions expressed in this document have been compiled from sources believed to be reliable. 
This document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it may not 
contain all material information concerning Credo Capital Limited (authorised and regulated by the FCA in the UK) (Credo) and/or its 
UCITS Fund, Credo Global Equity Fund, referred to in this document. The Fund is regarded as a Collective Investment Scheme in 
Securities (CIS) and should be considered as a medium to long-term investment. CIS is traded at the ruling price and can engage in scrip 
lending and borrowing although the Fund does not. A schedule of fees, charges and maximum commissions for the Fund is available on 
request from FundRock Management S.A. the Manager. A CIS may be closed to new investors for it to be managed more efficiently in 
accordance with its mandate. Performance for the Fund is calculated using net NAV to NAV numbers with income reinvested. Full 
performance calculations are available from the Manager on request. The performance for each period reflects the performance for 
investors who have been fully invested for that period. Individual investor performance may differ because of the actual investment date, 
the date of reinvestments and dividend withholding tax. For any additional information such as Minimum Disclosure Documents, 
prospectus and supplements please go to www.credogroup.com. None of Credo, its directors, officers, or employees accepts liability for 
any loss arising from the use hereof or reliance hereon or for any act or omission by any such person or makes any representations as to 
its accuracy and completeness. Any opinions, forecasts or estimates herein constitute a judgement as at the date of this document. There 
can be no assurance that the future results or events will be consistent with any such opinions, forecasts, or estimates. Investors are 
warned that past performance is not necessarily a guide to future performance, income is not guaranteed, share prices may go up or 
down and you may not get back the original capital invested. The value of your investment may also rise or fall due to changes in tax rates 
and rates of exchange if different to the currency in which you measure your wealth. Companies in the Credo Group and their respective 
directors, members, employees, and members of their families may have positions in the securities or derivatives thereof referred to in 
this document. No part of this document may be reproduced or distributed in any manner without the written permission of Credo. Boutique 
Collective Investments (RF) Pty Ltd is the Representative Office in South Africa for the Credo Global Equity Fund. The Credo Global 
Equity Fund is approved under section 65 of the Collective Investment Schemes Control Act 45 of 2002. 


