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Risk of Recession?
Following the Fed hiking the interest rate by 25bp, the US 2-year yield briefly increased above the 10-year yield,
causing an inverted yield curve. Some believe it is a signal of an incoming recession, but we do not believe this is
so due to 2 reasons:
1) The inversion was short lived. The 10 year yield quickly rose over the 2 year after remarks from the Fed that the
bond buying program may be reduced quicker than expected. A long-term inversion is usually associated with an
impending recession.
2) More importantly, the employment is very strong in the US. The number of job openings per unemployed
person is almost double. This is much higher than the average in the last 20 years. The Conference Board of U.S.,
U.S. Department of Labor’s JOLTS report below, stands for Job Openings and Labor Turnover Survey below shows
that the US employment is very strong, which means the Fed has enough ammunition to increase interest rates in
order to contain inflation without causing unemployment to go up. Therefore, the risk of a recession from
increasing interest rates can be managed.
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Inflation is still a key concern for the economy,
and for our portfolio we focus especially on
companies that are able to pass on the price
increases to customers. This is reflected in our
holdings, such as Microsoft and Merck being
able to increase profit margins, even in
periods of increasing inflation. 

The Russian invasion of Ukraine, which caused
commodity price increases worldwide would
probably not end soon, as Putin has
underestimated Ukraine’s strength, but at the
same time is not motivated to end the war
quickly. Therefore, the supply bottlenecks,
especially in energy, agriculture,
semiconductors, and minerals like lithium
would likely have inflated prices in the near
term. Our portfolios, including an increase in
oil and gas services firms have reflected this
new geopolitical reality. We believe in staying
invested, but being selective in our
investments worldwide.
Statistics show that investing during wartime
conflicts tend to reap positive returns in the
long term, especially if we take advantage of
the opportunities and selectively invest.

Fidelity MSCI Information Technology Index ETF (FTEC)

First Trust NASDAQ Cybersecurity ETF (CIBR)

VanEck Semiconductor ETF (SMH)

iShares U.S. Broker-Dealers & Securities Exchanges ETF (IAI)

Pacer Benchmark Industrial Real Estate SCTR ETF (INDS)
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We continue to be bullish in China’s long term
potential, and are confident that government
favored sectors, such as EVs and renewable
energy have huge potential. 
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LI AUTO INC

NIO INC

BYD CO LTD

XPENG INC

CHINA LONGYUAN POWER GROUP

LONGI GREEN ENERGY TECHNOL

CONTEMPORARY AMPEREX TECHN

XINYI SOLAR HOLDINGS LTD

CHINA CONCH VENTURE HOLDINGS

CHINA EVERBRIGHT ENVIRONMENT

APPLE

MICROSOFT

NVIDIA

SCHWAB (CHARLES)

MORGAN STANLEY 

PROLOGIS INC

DUKE REALTY CORP

ADVANCED MICRO DEVICES

CISCO SYSTEMS INC

TAIWAN SEMICONDUCTOR

The China economy is actually still quite
strong, looking at the consumption numbers,
both online and offline. Much of the slowdown
is self-regulated, from the government
adopting a zero-tolerance policy towards
Covid, even as the rest of the world is learning
to live with it. 
Structurally we believe that the China
economy is stronger than the stock market
suggests. The deliveries of EVs are still
doubling compared to the previous year, with
demand still rising. 

RENEWABLE ENERGY

We also remain bullish in renewable energy,
as well as nuclear energy. Russian’s invasion of
Ukraine has proven than even stable countries
like Germany needs energy independence,
despite the higher costs of renewables
compared to say, Russian oil and gas. Energy
independence is a policy that China has been
pursuing, and we believe that it will only
accelerate worldwide. Is it a global geopolitical
strategic shift that has implications for the
next 30 years. 
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