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Key Points   
Raise the bar on cash and alternatives.  Move slightly underweight Growth assets and 
maintain the large underweight in Defensive assets.  The correction in equities, thus far, 
is consistent with those seen just prior to recessions.  A tactical rally is possible, given the eq-
uity market has never got the recession call right.  However, the biggest concern is the bond 
market is nearly pricing a recession and its track record in getting it right is nearly perfect.
 
Build an underweight in Growth assets using the US, Europe, and EM.  Australia and 
Japan are our preferred equity market exposures.  Key US business surveys are signaling a 
recession and adding to evidence from equity market trading and bond markets.  Our con-
fidence in a recession will increase if the surveys and bond market pricing are maintained 
for a few more months and this seems likely.  Avoiding a recession looks unlikely, but may 
be averted if, central banks signal that tightening less than market expectations is needed. 
Easing tensions ease in Ukraine, or supply chain pressures are also potential catalysts.
 
The Growth asset sell-off has been valuation-led thus far.  A range of valuation meth-
odologies show equities are only back to around fair value after the sell-off.  Analysts still 
expect mid-single-digit earnings growth over the next 12 months, which is in line with our 
modelling.  The trigger for another leg down would likely be a wave of earnings downgrades 
or a sharp slowdown in key macro lead indicators.  Financial conditions and manufacturing 
demand are not yet at levels consistent with an earnings recession.  
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Don’t panic: stick to the knitting 

Move slightly underweight Growth Assets with large underweights in the US, Europe and 
EM.  Maintain an overweight in Australia and Japan.
 
Stay underweight Defensive Assets with large underweights in Aussie and global govern-
ment bonds.  Cash and Global infrastructure (or Alternative assets) are preferred over 
Global Property and US credit.

Equities have never got the recession call right, but the 21% drawdown seen in the US market 
since January is the magnitude consistent with a forthcoming mild recession.  The bond market 
has a much better track record of getting the recession call right and it is saying a recession is likely 
in the next 12 months.  

US business surveys are also supporting the recession call.  However, even with the bond market 
and business surveys pointing towards a likely recession next year, it is still too early to make a 
decisive call.  Our suite of indicators would need to remain at current levels for a few months for 
us to be comfortable about the recession call.  

There is still the fading risk of an equities rebound, but it would need the following to occur  

A sign of supply side pressures easing.  This would cause the yield curve to steepen and 
policy expectations to be reset lower.  We acknowledge this seems unlikely within such a 
short time frame as a few months.  In Australia, broad-based cost pressures are only begin-
ning to accelerate.  Cost pressures in building materials have been evident for 12 months, 
but this has now broadened and wages growth is now starting to accelerate. 

Easing tensions in Ukraine.  The war has had a significant impact on global inflation and 
this is yet to be fully realised. Nonetheless, if a ceasefire or some resolution to the conflict 
were to occur then the inflation backdrop would improve. 

Signs the market has over-inflated interest rate expectations.  Thus far, confidence 
indicators have dipped, but there is limited sign of labour market weakness or weakness 
in interest rate-sensitive sectors such as housing.  We did note that new orders in the June 
Philly Fed survey turned down sharply to their lowest level since the COVID recession and 
June housing permits and starts were both weaker.  Further sign of economic weakness, 
particularly in interest rate-sensitive sectors could ease tightening plans.  The market knows 
growth is slowing, but if this occurs in an orderly fashion then the aggressive tightening 
plans imputed into market expectations could be unwound. 

Our TAA recommendations over the past 6 months always acknowledged that markets were po-
sitioned for late cycle, with the yield curve flattening, some inflationary pressures, and rising vol-
atility.  This wasn’t unusual and our underweight position in government bonds, with a modest 
overweight in Growth assets, has generally worked well until the past few months.  

The surprise has been the magnitude of the equity drawdown and the fact that it has occurred 
contemporaneously with the flattening of the yield curve and other recessionary indicators.  This 
reflects the valuation premium that was attached to risk assets following the pandemic and the 
belief that central banks had won the war on inflation.   

Furthermore, our indicators were suggesting that a recessionary equity market drawdown was 
still some way off (6-12 months).  Fast forward just 12 weeks and the same recessionary signals 
are now more firmly in place, but US equities are now 21% below their January peak, and bond 
market returns are 12% lower. 

3© Foresight Analytics 2022 www.foresight-analytics.com



Yield curve inversion: don’t ignore the signals

The US yield curve flattened sharply in the past few months as inflationary pressures have persist-
ed and central bank tightening expectations have gathered momentum.  A flat or inverted curve 
while inflationary pressures are persisting, and central banks are late to the party is not unusual.  
However, it is unusual we’ve seen a 21% drawdown prior to the yield curve inverting.  This has 
never occurred.  

During the early 1980s when US inflation was last at the current rate, the yield curve was inverted 
well before the 25% equity drawdown that occurred prior to the 1980 and 1981/1982 recessions.  
The yield curve also flattened briefly during the 1994/1995 tightening cycle, but the equity market 
continued to rally for several years, despite this recessionary signal.    

Another important consideration is the direction of the 2-year yield.  The 2-year yield normally be-
gins to fall prior to the end-cycle equity market drawdown as the bond market begins to price the 
easing cycle that normally follows a recession.  In the current cycle, the 2-year yield is still rising, 
with no sign yet that it has peaked.
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Figure 1: The US Yield Curve and 2-year yield

Figure 2: The US Yield Curve and US Business survey indicators

Business surveys including the Philly Fed and the New York Fed are consistent with a flat yield 
curve and this adds to the warning from the bond market for the year ahead (Figure 2). 

Source: Refinitiv, Macro Strategy Advisors

Source: Refinitiv, Macro Strategy Advisors
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In the past, widening credits spreads have occurred prior to some end-cycle equity market draw-
downs.  This occurred before the recessions in the early 1980s, 2001, and 2008.  

Jobless claims are another indicator of a recession.  Claims increased prior to the recessions in the 
early 1980s, and 2001.  However, they rose as the equity market began to sell off in 2001, 2008 
and 2020.    

Figure 3: US High yield credit spreads and jobless claims

Figure 4: S&P 500 valuation and technical indicators

The market isn’t yet attractive, despite the 20% correction seen in the past few months, so there 
is significant further downside risk.  Technical indicators such as the 14-day RSI aren’t signaling 
the market is attractive.  The 14-day RSI was below 25% in early 2019 and early 2020 before a sus-
tained rally occurred.  Its current reading is 40% (Figure4 – LHS).

Our preferred equity market exposure is Japan and Australia.  Both markets score above 8 out 
of 10 for attractiveness based on our modelling, which considers valuation, earnings outlook and 
technical indicators.  Japan is cheap on a 12 forward PE, P: B and dividend yield basis.  Australia’s 
12-month forward free cash flow yield is cheap and it is fair value on a 12 forward PE, P: B and 
dividend yield basis.  Japan has the advantage of being cheap relative to JGBs in a rising interest 
rate and inflation environment, while Australia is expensive against its own ACGBs (Figure5).

Source: Refinitiv, Macro Strategy Advisors

Source: Refinitiv, Macro Strategy Advisors
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The message from our scorecards on the fundamental and technical outlook for both Australia 
and Japan are reinforced by our modelling of returns (Figure 6).  Our scorecard for EM indicates it 
is attractive on valuations, but there appears to be significant downside risks to analysts’ earnings 
expectations over the next 12 months.

Source: Refinitiv, Macro Strategy Advisors

Source: Refinitiv, Macro Strategy Advisors

Figure 5: ASX 200 and Nikkei 225: risk premium

Figure 6: ASX 200 and Nikkei 225: risk premium

The broad-based cost pressures in the US CPI are also evident in margins where in most sectors 
they are under downward.  Only the defensive sectors such as Utilities and Healthcare showing 
some resilience (Figure 7). 

Managing margins
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Figure 7: S&P500 free cashflow margins  

Figure 8: S&P 500 valuation and technical indicators 

Credit conditions have been tightening for a few quarters, but the latest data (June quarter) sug-
gests the sell-off in treasuries seen thus far has not gone far enough to create an earnings reces-
sion (Figure 8 – LHS).  However. the correction has undone all of the gains made in the second half 
of last year.  It also seems consistent with the slowing demand seen last year.  

Source: Refinitiv, Macro Strategy Advisors

Source: Refinitiv, Macro Strategy Advisors
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A rebound or resilience in manufacturing demand and no further tightening in credit conditions 
are surely a prerequisite for an equities recovery if that were to occur over the next 12 months.

In Australia, margins have been generally at high levels.  In Transport and Pharmaceuticals, they 
are under downward pressure but analysts expect a rebound over the next 12 months and this 
seems at odds with the macroeconomic backdrop.  Consumer durables have also been under 
downward pressure and analysts expect these margins to remain steady.  We think this is proba-
bly optimistic as well. 

However, in several other industry groups, analysts expect margins to expand in the face of slow-
ing demand and cost pressures.  Only the expansion of Energy margins seems to fit the macro-
economic backdrop.
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TAA outlook

We take the following approach in determining the TAA outlook:

          We estimate our asset class preferences using our quantitative model. 

          A qualitative overlay to our modelling then forms our strategy.

Figure 9: ASX 200 EBITDA margins

Source: Refinitiv, Macro Strategy Advisors
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We consider the following indices in the growth/risk asset component of our portfolio: ASX 200, 
S&P 500, STOXX, NIKKEI 500, MSCI EM.

In defensive assets, we consider Australian govt bonds, Global govt bonds, US IG credit, US HY 
credit, Global property, Global infrastructure, Australian cash.

We score each asset class from 1 to 10 using the methodology outlined in the Appendix of his 
report.

Quantitative Modelling

Our modelling is still signaling a substantial underweight to Defensive assets.
Our global lead indicator suggests emerging signs of a peak in global bond yields, with a decline 
possible over the next 12 months (Figure 10 – LHS).  Expectations for central bank tightening are 
well developed and a slowdown is occurring in both China and US and Europe.  IFO expectations, 
US house price growth, Japanese machinery orders and ISM new orders: inventories are all signal-
ing a slowdown is occurring.  Consistent with the stagflation outlook, our fair value model of the 
US 10-year yield suggests around 75bp of upside risk to yields (Figure10 – RHS).  
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Figure 8: Dynamic asset allocation scorecard modelling*

                  2019                2020                                                      2021                    2022
                 Q4 Q1  Q2  Q3 Q4 Q1  July  Q3 Q4 + Q1 Q2
Growth Assets 4.1 5.2 5.0 3.4 3.7 1.7 2.1 3.5 3.6 4.7 4.7
ASX 200          3.9 5.2 6.7 4.3 3.7 3.5 5.3 7.0 5.7 4.7 8.1
S&P 500          4.5 4.5 5.1 4.1 5.0 0.7 1.2 2.1 1.1 3.1 4.0
STOXX             2.7 5.1 2.1 0.6 0.8 0.3 1.8 2.3 1.1 3.2 5.5
NIKKEI             5.1 5.5 6.0 6.4 7.5 2.7 0.9 1.8 4.6 7.0 8.2
MSCI EM          4.3 5.9 5.1 1.7 1.5 1.5 1.3 4.2 5.6 5.6 6.0
Defensive Asset 3.6 4.7 5.1 4.5 4.1 3.4 3.2 3.2 3.1 3.2 2.5
Australian Govt
 Bonds                   4.8 7.1 7.7 7.4 5.4 3.8 4.3 6.2 2.5 1.1 0
Global Govt 
Bonds                 3.6 5.5 7.9 7.6 7.6 3.8 2.6 1.0 4.0 1.0 0
US IG Credit    1.5 1.5 1.5 1.0 1.0 1.0 1.0 1.0 1.0 2.5 3.5
US HY Credit 2.0 2.5 2.5 1.5 1.5 1.5 1.5 1.0 1.0 1.5 2.5
Global Property 7.0 6.0 5.0 6.0 6.0 7.0 7.0 7.0 7.0 8.0 3.0
Global 
infrastructure 3.0 2.0 1.0 1.0 2.0 3.0 3.0 3.0 3.0 5.0 6.0
Source: Macro Strategy Advisors. * indicates end of quarter score. + indicates at 4 December

Qualitative adjustments

Tactically, we want some exposure to an equity market rally in the event that central bank guid-
ance and market expectations are pared back and we think that is best expressed with a modest 
overweight to both Australian and Japanese equities.  However, given the significant downside 
risks to both Defensive and Growth assets then it is prudent to move to an overweight in cash and 
infrastructure.  Investors who have Alternative assets in their portfolio could move overweight in 
this asset class instead of infrastructure.  

We retain our slight preference to Japan over Australia in Growth assets and move our neu-
tral position in US and European equities to underweight. We also move EM to underweight. 

Credit spreads can easily push wider leading into a recession so we increase the under-
weight in both High-yield and Investment grade credit.  Investment grade credit is relatively 
more attractive than high-yield credit.

We maintain large underweights to both Australian and Global government bonds.  Infla-
tionary pressures in Australia are only just emerging and the RBA’s fight has only just begun.  
The strong May employment data highlights there is work ahead for the RBA in slowing the 
economy.

We move Global property from overweight to underweight and increase our neutral posi-
tion in Global infrastructure to a small overweight.  Global property and Global infrastruc-
ture were resilient to the increase in bond yields in April and posted strong gains.  However, 
in May all of these gains were lost.  In June, Global infrastructure posted a small gain, while 
Global property saw further weakness.
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Figure 9: Dynamic asset allocation Strategy 

                                    2019                                      2020                                              2021                2022
                           Q3 Q4 Q1  Q2  Q3 Q4 Q1  July  Q1  Q2
Growth Assets           4.6 5.1 7.2 4.4 5.2 4.6 4.4 5.4 5.8 4.3
ASX 200                              4 5 10 5 6 8 8 7 6 6
S&P 500                              5 4.5 8 5 7 4 5 4 5 3
STOXX                              4 5 6 1 1 4 5 4 5 3
NIKKEI                              5 6 8 9 10 4 2 6 7 6.5
MSCI EM               5 5 4 2 2 3 2 6 6 3
Defensive Asset            5.0 5.7 6.3 5.9 4.7 3.9 3.7 3.3 3.4 2.9
Australian Govt 
Bonds                              7 8 8 7 4 3 5 4 1 1
Global Govt 
Bonds                              6 7 7 6 4 3 4 4 2 1
US IG Credit               4 3 7 7 6 4 2 2 3 2
US HY Credit               4 3 6 7 6 4 2 2 3 2
Global Property               6 7 4 4 5 6 6 6 7 2
Global
 infrastructure               6 7 7 7 6 6 6 3 5 6
Cash                              2 5 5 3 2 1 1 2 3 6
Source: Macro Strategy Advisors. End of period observation except for July 2021
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Appendix
Equities

We calculate a score (0-10), with a score of 10 being the most attractive, for each asset.  We 
assess each market by taking a 3-pronged approach that calculates a score for the earnings 
outlook, valuation and technical indicators.  An average score for each of the 3 components 
is the score for the asset.

The Earnings outlook score is calculated using an average score for the following metrics.
Relative earnings growth.  We have developed an earnings model for each of the stock in-
dices and compare the outlook generated by these models to the consensus outlook.  A 
score of 10 implies within the top decile of the difference between the model forecasts and 
12-month forward consensus – upgrades are likely. A score of 1 indicates within the bottom 
decile of the difference between the model forecasts and 12-month forward consensus – 
downgrades are likely. 

Revision to earnings growth. Revision to 12-month forward earnings growth (current obser-
vation vs the long-term average.)  A score of 10 means the revision sits within the top decile, 
while a score of 1 indicates the revision is within the bottom decile. 

Earnings growth certainty.  We compare the standard deviation of analysts’ 12-month for-
ward earnings growth estimates vs the long-term average.  The higher the standard devia-
tion, the less certain is consensus about the outlook. A score of 10 implies certainty is very 
likely and within the top decile.  A score of 1 indicates certainty is very low and within the 
bottom decile.

12-month forward earnings growth.  Strong earnings growth is a sign that equity market re-
turns will exceed the return for defensive asset classes.  A score of 10 implies within the top 
decile of earnings growth, while a score of 1 indicates within the bottom decile of earnings 
growth.  The score is normally high when recovering from an earnings recession.

Upgrades: downgrades.  We calculate the 3-month moving average of the (number of up-
grades less the number of downgrades / the number of estimates) and compare the most 
recent observation to the long-term average.  A score of 10 indicates the earnings momen-
tum is within the top decile, while a score of 1 indicates earnings momentum is within the 
bottom decile.

The Valuation score is calculated using an average score for the following metrics.

12-month forward PE ratio (current observation vs the long-term average).  A score of 10 
implies within the top decile of the most attractive vs long-term average, while a score of 0 
indicates within the top decile vs the long-term average.

12-month forward free cash flow yield (current observation vs the long-term average).  A 
score of 10 implies within the top decile of the most attractive vs long-term average, while a 
score of 1 indicates within the bottom decile of attractiveness.

12-month forward dividend yield (current observation vs the long-term average).  A score of 
10 implies within the top decile of the most attractive vs long-term average, while a score of 
1 indicates within the bottom decile of attractiveness.

12-month forward price: book ratio (current observation vs the long-term average).  A score 
of 10 implies within the top decile of the most attractive vs long-term average, while a score 
of 1 indicates within the bottom decile of attractiveness
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20-day RSI (Relative Strength Index).  This indicator measures price momentum, with a score 
of 75 and above indicating overbought and 25 and below indicating oversold. A score of 10 
implies within the top decile of observations (most oversold), while a score of 1 indicates 
within the lowest decile of observations (most overbought).

MACD (Moving Average Convergence Difference).  The indicator is calculated by subtracting 
the 26-day exponential moving average from the 12-day exponential moving average.  A 
value above zero indicates a buy signal.  A score of 10 implies within the top decile of the 
most attractive vs long-term average, while a score of 0 indicates within the top decile vs the 
long-term average

Similar to equities, we calculate a score (0-10), with a score of 10 being the most attractive.  We as-
sess Australian government bonds and global bonds market by calculating a 4-pronged approach 
that calculates a score for the economic growth, the inflation outlook, the monetary policy outlook 
and valuation.  An average for the score for each of the 4 components is then the score for the 
asset. 

Australian government bonds
The economic growth indicator for Australian government bonds is the profitability measure 
in the NAB business survey, the change in employment, growth in Sydney and Melbourne 
house prices, building approvals, retail trade, commodity prices, ISM new orders; invento-
ries, the Chinese official PMI new orders: inventories.  A z score is calculated from the latest 
observation of monthly growth using the average and standard deviation over the previous 
2 years on a rolling monthly basis.  A score between 1 and 10 is calculated for each compo-
nent of the indicator, with the average being the aggregate score of the growth indicator.  
A score of 10 indicates the component of the economic growth indicator is in the bottom 
decile (weak growth is positive for government bonds) and a score of 1 indicates the growth 
indicator is in the top decile of its strong growth is negative for government bonds. 

The inflation indicator consists of 2 components. Inflation momentum and the difference 
between the actual rate of inflation (trimmed mean) and the centre of the RBA’s target band 
(2.5%).  Inflation momentum is the z score of the quarterly change in the trimmed mean.  
The z score is calculated from the latest observation of quarterly growth using the average 
and standard deviation over the previous 2 years on a rolling quarterly basis.  A score of 10 
indicates the component of inflation momentum is in the bottom decile (weak inflation is 
positive for government bonds) and a score of 1 indicates the inflation indicator is in the top 
decile (strong inflation is negative for government bonds).

The monetary policy indicator is estimated as the 6-month OIS rate less the RBA’s target 
cash rate.  Monetary policy momentum is the z score of the monthly difference between the 
6-month OIS and the target cash rate.  The z score is calculated from the latest observation 
using the average and standard deviation over the previous 2 years on a rolling monthly 
basis.  A score of 10 indicates the component of monetary policy is in the top decile (OIS well 
below the policy rate is positive for government bonds) and a score of 1 indicates the spread 
between OIS and the policy rate is in the bottom decile (OIS greater than the policy rate is 
negative for government bonds).

We calculate a fair value estimate for the Australian 10-year yield and compare it to the 
current yield.  A score of 10 indicates the overvaluation is in the top decile (fair value below 
current level and yields are expected to fall) and a score of 1 indicates fair value is above the 
current level and the market is expected to sell-off, or yields are expected to increase.

The technical indicator score is calculated using an average score for the following technical indi-
cators.

Government bonds
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Global government bonds

In global government bonds we analyse the economic growth outlook, monetary policy expecta-
tions, inflation momentum and the fundamental fair value of yields.  A z score is calculated for 
each component and averaged to give the asset class a score between 1 and 10.

The economic growth indicator for Global government bonds consists of the change in US 
non-farm payrolls, US retail sales growth, the Citi US surprise index, the German IFO, Chi-
nese PMI new orders: inventories, and Japanese machine orders.  A z score is calculated 
from the latest observation using the average and standard deviation over the previous 2 
years on a rolling monthly basis.  A score between 1 and 10 is calculated for each compo-
nent of the indicator, with the average being the aggregate score of the growth indicator.  
A score of 10 indicates the component of the economic growth indicator is in the bottom 
decile (weak growth is positive for government bonds) and a score of 1 indicates the growth 
indicator is in the top decile (strong growth is negative for government bonds. 

The inflation indicator consists of 6 components. We calculate Inflation momentum and the 
difference between the actual rate of inflation (trimmed mean) and the inflation targets of 
the US Fed, the ECB and the BoJ.  Inflation momentum is the z score of the monthly change 
in the US PCE deflator, the Euro area’s HCPI ex food, energy & tobacco, and Japan’s CPI ex 
food & energy.  The z score is calculated from the latest observation of monthly growth using 
the average and standard deviation over the previous 2 years on a rolling quarterly basis.  A 
score of 10 indicates the component of inflation momentum is in the bottom decile (weak 
inflation is positive for government bonds) and a score of 1 indicates the inflation indicator 
is in the top decile (strong inflation is negative for government bonds).

The monetary policy indicator consists of 3 components.  It is estimated as the 6-month 
OIS rate less the current policy rates for the US Fed, the ECB and the BoJ.  Monetary policy 
momentum is the average z score of the difference between the 6-month OIS and the cash 
rate target for each central bank with an equal weight on each.  Each z score is calculated 
from the latest observation using the average and standard deviation over the previous 2 
years on a rolling monthly basis.  A score of 10 indicates the component of monetary policy 
is in the top decile (OIS well below target is positive for government bonds) and a score of 
1 indicates the spread between OIS and the target is in the bottom decile (OIS greater than 
the target is negative for government bonds).

In global bonds we also calculate a fair value estimate for the US 10-year yield and compare 
it to the current yield.  A score of 10 indicates the overvaluation is in the top decile (fair val-
ue below current level and yields are expected to fall) and a score of 1 indicates fair value 
is above the current level and the market is expected to sell-off, or yields are expected to 
increase.

Credit markets

We consider only the US high yield and investment credit markets in our TAA universe.  We treat 
the asset class as one with hybrid equity government bond characteristics and value spreads.  We 
value the asset class by considering the spread to both government bonds and swap rates vs their 
long-run averages.  We also calculate the spread to the swap rate less the dividend yield for the 
S&P 500 and compare it to the long-run average.  
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Investment-grade credit

High yield credit

Global property

We calculate the spread to US treasuries for 3-5 years duration and at each credit rating (A, 
AA and AAA) for investment-grade credit.  We also use data on the spread to the equiva-
lent swap rate for the same durations. The average spread of the 3 grades of credit is then 
compared to their long-term average and allocated a score between 1 and 10 based on 
the decile of the most recent observation.  A score is calculated for both the spread to US 
treasuries and swap.  A score of 10 indicates the spread is wide and in the top decile, while 
a score of 1 indicates it is tight and in the bottom decile.  

We calculate the spread to the S&P 500 dividend yield for the average spread for 3-5 years 
duration of A, AA and AAA rated investment-grade credit.  The average spread of the 3 
grades of credit is then compared to its long-term average and allocated a score between 
1 and 10 based on the decile of the most recent observation.  A score of 10 indicates the 
spread is wide and in the top decile, while a score of 1 indicates it is tight and in the bottom 
decile.  

An average score for equally weighted for each spread is then estimated, with a score of 10 
being most attractive and a score of 1 being least attractive.

We use data on the spread to the equivalent swap rate for the Barclay’s High-yield US credit 
index and calculate its long-term average. The most recent observation is then compared to 
the long-term average and allocated a score between 1 and 10.  A score of 10 indicates the 
spread is wide and in the top decile, while a score of 1 indicates it is tight and in the bottom 
decile.  

We calculate the spread to the S&P 500 dividend yield for the Barclay’s High-yield credit in-
dex.  The most recent observation is then compared to its long-term average and allocated 
a score between 1 and 10.  A score of 10 indicates the spread is wide and in the top decile, 
while a score of 1 indicates it is tight and in the bottom decile.  

An average score for equally weighted for each spread is then estimated, with a score of 10 
being most attractive and a score of 1 being least attractive.

We use the DataStream world REITS index and calculate the spread between the dividend 
yield and the US 10-year yield.  The most recent observation is then compared to its long-
term average and allocated a score between 1 and 10.  A score of 10 indicates the spread 
is wide and in the top decile, while a score of 1 indicates it is tight and in the bottom decile. 
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Global infrastructure
We take the same approach to valuing global infrastructure as we did with global property.

We use the DataStream World Infrastructure index and calculate the spread between the 
dividend yield and the US 10-year yield.  The most recent observation is then compared to 
its long-term average and allocated a score between 1 and 10.  A score of 10 indicates the 
spread is wide and in the top decile, while a score of 1 indicates it is tight and in the bottom 
decile. 
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Disclaimer 

The material contained in this document is for general information purposes only. It is not intend-
ed as an offer or a solicitation for the purchase and/or sale of any security, derivative, index, or 
financial instrument, nor is it an advice or a recommendation to enter any transaction. No allow-
ance has been made for transaction costs or management fees, which would reduce investment 
performance. Actual results may differ from reported performance. Past performance is no guar-
antee for future performance. 
This material is based on information that is reliable, but Foresight Analytics makes this informa-
tion available on an “as is” basis without a duty to update, make warranties, express or implied, 
regarding the accuracy of the information contained herein. The information contained in this 
material should not be acted upon without obtaining advice from a licensed investment profes-
sional. Errors may exist in data acquired from third party vendors, & in coding related to statistical 
analyses.
Foresight Analytics disclaims any & all expresses or implied warranties, including, but not limited 
to, any warranties of merchantability, suitability or fitness for a particular purpose or use. This 
communication reflects our quantitative insights as of the date of this communication & will not 
necessarily be updated as views or information change. All opinions expressed herein are subject 
to change without notice.

About Foresight Analytics 

Foresight is a data-driven, investment research, analytics, and consulting firm. Foresight is not 
owned by any product provider or manufacturer. The firm’s business model is purely based on 
fee-for-service. Using its innovative, evidence-based framework, Foresight provides analytical, 
predictive and market intelligence solutions to leading investment management companies, su-
perannuation funds and wealth groups. Foresight’s capabilities are underpinned by leading data 
and technology infrastructure that blends statistical, fundamental, and behavioural insights. 

Foresight’s fiduciary solutions includes Diligence Services and Ratings (Investment, ESG, Risk and 
Operational Diligence), Advanced Portfolio Analytics and Strategic Research. 

Foresight’s fund strategy solutions include Advanced Analytics for asset managers, Fund strategy 
positioning and benchmarking services, fund industry intelligence and research as well as Strate-
gic process review, integration, and validation services.
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