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Executive summary 

• Global equities have experienced a significant 'bull' consolidation in recent weeks, with the MSCI 

world index up by over 10% since its mid-July low. 

• However, fundamentally the macro picture has not changed with global and local leading indicators 

pricing in a significant deterioration in the economic activity in the coming 6 to 12 months. 

• Is the market experiencing a ‘bear’ rally? 

 

How confident should investors be in the recent equity recovery? 

Global equities have experienced a significant 'bull' consolidation in recent weeks, with the MSCI world index up by over 

10% since its mid-July low (SP500 is up over 15% off the June lows). However, fundamentally the macro picture has not 

changed with global and local leading indicators pricing in a significant deterioration in the economic activity in the coming 

6 to 12 months. Below is a selection of global macro charts reinforcing this backdrop.  

Global indicators pricing manufacturing PMI well below 50 

Figure 1 (left frame) shows the OECD 'Diffusion' index, which looks at the percentage of countries with rising Leading 

Economic Indicators. It is currently pricing in a global PMI at 45, well below the 50-line threshold that separates growth from 

contraction. Figure 1 (right frame) shows that the sharp contraction in China 'liquidity' in 2021 is still pricing in further 

downside risk in the near term before a pickup in the activity in early 2023. 

Figure 1 

 

Source: Bloomberg/MNI 
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Another global indicator that we like to watch is South Korea and the KRW, which has been constantly weakening in recent 

months and usually coincides with a deterioration in the economic outlook (figure 2). 

Figure 2 

 

Source: Bloomberg/MNI 

 

US indicators are also fading 

We previously saw that the sharp tightening in financial conditions in the past year has been pricing in a significant drop in 

ISM manufacturing PMI (figure 3, left frame). In addition, New Orders - Inventories 'Barometer' has also been pricing in 

sharp contraction in ISM manufacturing PMI in the near term (figure 3, right frame). 

Figure 3 

 

Source: Bloomberg/MNI 

 



 

Business Address – MNI Market News, 5th Floor, 69 Leadenhall Street, London, EC3M 2DB 

Page 3 

Europe surveys are pricing in a 'freezing' winter 

Classic leading indicator such as the ZEW survey is pricing in a significant deterioration in the economic outlook in the Euro 

area (figure 4, left frame). Figure 4 (right frame) shows that Germany GDP growth expected to plummet according to IFO 

business expectations survey. 

Figure 4 

 

Source: Bloomberg/MNI 

 

CEE leading indicators are pricing in significant deceleration in H2 

We previously saw that the CEE region has been extremely sensitive to the risk aversion, particularly Hungary. Figure 5 

(left frame) shows the strong co-movement between EURHUF and the DXY index in the past 18 months. Figure 5 and 6 

show that 2Y10Y yields curves, consumer confidence, changes in ST yields are all pricing in a significant deceleration in 

the economic activity in H2. 

Figure 5 

 

Source: Bloomberg/MNI 
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Figure 6 

 

Source: Bloomberg/MNI 

 

Conclusion 

These charts show that despite the recent recovery in equity market sentiment, this has not been mirrored in macro 

indicators. As such, any stock market rally predicated on a recovering H2 economic outlook may be undermined by a 

deteriorating economic backdrop across the US, Eurozone and emerging markets.  
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