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Macro/Market Update
Global economic growth continued to acceler-
ate in May, based on the S&P Global Purchas-
ing Managers’ Index (PMI) readings. The com-
bined services and manufacturing global PMI 
rose to its highest level since November 2021. 
It was the sixth straight monthly increase, the 
longest winning streak since October 2009, 
when the global economy was just getting out 
of the Global Financial Crisis recession. 

On an aggregate basis, the global economy 
appears to be in excellent shape, but it masks 
narrow leadership and sector-level diver-
gences. Services continue to be the only 
growth driver, as manufacturing shrank for a 

third-straight month.  The last such divergence 
between the services and manufacturing 
PMIs occurred in early 2009. Such gaps typi-
cally have not been indicative of an ominous 
economic future. Rather, they tend to happen 
either well into, or towards the end of global 
slowdowns/recessions. This is because the 
more stable services sector often gains trac-
tion faster after economic bottoms. 

Even so, the ability to maintain accelerating 
momentum will be more challenging in late 
2023/early 2024. Businesses and households 
will continue to face tighter credit conditions 
in the U.S. and Europe as the impact of the 
past year’s tight monetary policy continues to 
slowly work its way into the global economy. 

Stubbornly high inflation, particularly in the de-
veloped world, indicates that central banks will 
remain hawkish for longer. Meanwhile, China’s 
growth will likely ease as pent-up demand is 
satisfied.

During June, the MSCI All Country World Index 
(ACWI) outperformed the Bloomberg Barclays 
Global Aggregate Bond Index by more than 
585 basis points (bps), the largest spread since 
October. Global stocks have outpaced bonds 
for nine of the last 12 months. Global slowdown 
lead times suggest that a renewed global 
slowdown may still be at least six months away. 
History indicates that global equities can still 
rally during short expansions, but such rallies 
tend to be shorter-lived. 

 * See Equity Allocation Summary for how the equity allocation is distributed 
** See Fixed Income Allocation Summary for how the fixed income allocation is distributed

June 2023 Allocations (%)

Equities Fixed Income Cash

July 2023 Allocations (%)

Equities Fixed Income Cash

Asset Allocation Summary
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Please see important disclosures at the end of this report.

The equity allocation rose to above benchmark 
weighting. The stock/bond relative strength in-
dicator, which receives the greatest weighting 
in the model, compares the stock/bond ratio to 
its 52-week moving average. The stock/bond 
ratio is more than 9% above its one-year mov-
ing average (chart at right), its highest spread 
since 2021. Currently, the trend is equity’s 
friend relative to fixed income.

The only indicator to change its signal this 
month was the global equity breadth indicator, 
which calculates the percentage of global eq-
uity markets trading above their 50-day mov-
ing average. It describes the underlying health 
of global equities, since it tracks the number of 
markets participating on the upside. Elevated 
breadth is important because if many stocks 
rally, even if a few run into trouble, enough 
stocks remain in uptrends that they can sup-
port the popular averages.  
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Weekly Data 2022-07-01 to 2023-06-30Global Stock/Bond Ratio At Highest Levels Above Trend Since 2021.
Global Stock/Bond Ratio % Above/Below 52-Week Moving Average (2023-06-30 = 9.67)
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Weekly Data 2022-07-01 to 2023-06-30

Percentage of MSCI ACWI Markets Above Their 50-Day Moving Averages Now Above 50%
% of MSCI ACWI Markets Above 50-Day Moving Average(2023-06-30 = 55.3%)

The global equity market breadth indicator has 
produced bullish and bearish extremes this 
year. At the end of January more than 85% of 
global equity markets traded above their 50-
day moving average, but by mid-March only 
6% of equity markets met that criterion. The 
indicator improved to 68% at the end of April, 
but it declined to 40% by the end of May. At 
the beginning of July, 55% of markets resided 
above their trends (chart at left). 



The one-month change in the Compos-
ite Leading Indicator (CLI) has increased 
for the past two months after declining for 
18-consecutive months (chart at right). The 
Organization for Economic Cooperation and 
Development (OECD) creates monthly CLIs for 
35 economies to capture turning points in the 
growth cycle. Each CLI contains a wide range 
of indicators such as money supply, yield curve, 
building permits, consumer and business senti-
ment, share prices, and manufacturing produc-
tion. Improvement in global economic momen-
tum supports the equity trend.

Global high yield option-adjusted spreads 
(OAS) widened by 125 basis points (bps) from 
early February until mid-March during the 
banking sector weakness. With global high 
yield OAS widening, bond investors demanded 
higher yields for taking on more risk. However, 
since mid-March spreads have narrowed more 
than 100 bps (chart at left). This indicates 
growing risk appetite, which favors equities 
over fixed income.
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Source:Source:   OECD, Main Economic Indicators (MEI), www.oecd.org

Weekly Data 2022-07-01 to 2023-06-30Global Economic Momentum Continues to Improve.
Four-week Change in OECD Plus Major Non Member Economies Leading Indicator(2023-06-30 = 0.05)
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Weekly Data 2022-07-01 to 2023-06-30Global High Yield OAS Narrowing; Bullish for Stocks
Global High Yield Avg. OAS (2023-06-30 = 4.91)

Please see important disclosures at the end of this report.



0

5

10

15

20

25

EAFE
[IEFA]

Emerging Markets
[IEMG]

U.S. Dividend
(Value) [IUSV]

U.S. Small-Cap
[IJR]

U.S. Large-Cap
[VOO]

U.S. Technology
(Growth) [VUG]

Equity Allocation (%)

Jun-23

Jul-23

Equity Allocation Summary
For the first time since January, all six equity 
areas jumped more than 400 basis points 
(bps). U.S. Value (IUSV) and U.S. Small-Caps 
(IJR) gained more than 700 bps in June. It was 
only the second monthly increase for IJR this 
year. U.S. Growth (VUG) and U.S. Large-Caps 
(VOO) rose more than 600 bps. VUG and VOO 
have been higher for five of the last six months. 
VUG, IUSV, IEFA, and VOO each received more 
than 10% allocation for July due to their techni-
cal composite scores.
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Fixed Income Allocation 
Summary
Only U.S. High Yield (USHY) and Emerging 
Markets (EMB) increased by more than 150 
bps during July. It was EMB’s best month since 
January. U.S. Long-Term Treasurys (TLT), U.S. 
Investment Grade Corporates (VCIT), and In-
ternational Investment Grade (BNDX) gained 
less than 30 bps. BNDX has risen for four con-
secutive months. EMB and USHY both have 
over 10% allocation for July due to their techni-
cal composite scores.
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