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Market sentiment has improved 
markedly since September of last 
year, driven by surprisingly resilient 
economic activity in the US and 
Europe, China reopening, inflation 
peaking and outlooks on central 
bank tightening looking more market 
friendly. 

So what do these developments 
mean for Partners Group’s core 
macro views and our private markets 
investment strategy? Tina Jessop, 
Senior Economist, explains.Tina Jessop Senior Economist

Prospects for 
the economy 
look a little 
brighter but 
uncertainty 
remains
Macroeconomic update | H1 2023 Given more positive economic developments 

recently, what is your view on economic growth 
and the risk of recession?
The economic backdrop looks brighter than it 
did just a few months ago. The energy supply 
disruptions in Europe that many had feared did not 
materialize, US private demand has so far weathered 
rising rates, and inflation is slowing, so there is 
greater visibility on how high central bank policy 
rates could go. As a result, we believe the risk of a 
more severe downturn is lower than it was.

Yet we still see plenty of uncertainty in a range of 
areas. Labor markets may not be as tight as they 
were, for example, but many sectors still face  
worker shortages. It is likely that the savings  
built up over the pandemic period will be exhausted 
by late summer as people dip into them to meet 

higher living costs. Furthermore, monetary  
policy acts with a lag and so higher rates will 
continue working their way through the system for 
some time to come. These could all act as headwinds 
to near-term real GDP growth and so we are 
maintaining a cautious stance in our underwriting 
for the time being.

Over the past two years, Partners Group has 
taken the view that inflation will be structurally 
higher as opposed to cyclical or temporary. 
As inflation is coming off peak levels, has this 
changed?
It’s clear that cyclical inflationary pressures are 
easing now that energy and goods price rises are 
cooling. Yet core inflation, which excludes energy 
and food, and service price inflation, which tends to 
be stickier, currently show little signs of easing.
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Many economists are predicting that inflation will 
follow a straight path down towards central bank 
targets by 2024. It’s unclear where inflation will 
eventually bottom out over the next 12-24 months. 
However, we believe that this deceleration may be 
less smooth than these predictions suggest.

We see this in our portfolio companies. For 
example, input price pressures are substantially less 
pronounced than they were just a few months ago, 
but delivery times are still longer than they have 
historically been and hiring remains a challenge. Our 
discussions with portfolio companies indicate that 
their 2023 financial budgets include planned price 
increases and wage growth that are inconsistent with 
central bank inflation targets of 2%.

As a result, we continue to believe that inflation over 
the medium to long-term will trend to a 3-4% range in 
the US and to a slightly lower range in the Eurozone.

professionals as more people retire than newly 
qualified staff join the labor force.

We also believe there is a strong political incentive 
to keep inflation at moderately high levels. This is 
because higher inflation leads to higher nominal 
growth, and this alleviates record high government 
debt levels and persistent fiscal deficits.

With inflation reducing, the market now expects
central bank rates to peak in H1, followed by
rate cuts towards end 2023 and in 2024. What is 
your assessment?
As inflation decelerates, we think that central  
bank rates will likely reach peak levels over the 
course of H1. 

After that, though, the rate path is much more 
uncertain. Much will depend on how economic 
growth and labor markets hold up. As highlighted 
earlier, we are skeptical that the disinflation path 
will be as rapid and straightforward as consensus 
anticipates. 

What is behind structurally higher inflation?
Several structural changes are reversing the trend 
of lower inflation we saw in recent decades. One 
of the biggest is peak globalization. After years of 
global integration, the world is becoming multi-polar, 
as companies move critical supply chains closer 
to home in a bid to build resilience. In response to 
geopolitical tensions, we are seeing restrictions on 
the free movement of goods, capital, technological 
knowhow and energy supply. 

All this will increase company operating and 
production costs, while the energy transition will 
further strain energy and certain commodity prices.

Wages are another area of structurally higher 
inflation. The pandemic exacerbated already tight 
labor markets and demographic decline will only 
make this worse. Certain segments in the healthcare 
sector, for example, face a structural shortage of 

Over the mid-term, structurally higher inflation rates 
will also mean higher central bank target rates than 
those set since the Financial Crisis. We expect real 
rates to level out at close to zero percent. 

As a result, we believe it may be premature to price in 
central bank rate cuts for the second half of the year. 
Instead, we think that central banks will increase 
rates in H1 2023 and this may be followed by a  
pause, leaving rates at elevated levels into 2024. 

“Several structural changes are reversing the 
trend of lower inflation we saw in recent decades. 
One of the biggest is peak globalization.”
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What does this mean for private markets in 2023 
and how is this impacting our investment strategy?
A more positive market environment bodes  
well for private markets as price expectations 
between sellers and buyers converge and credit 
becomes more available. And when private market 
investment activity picks up after an economic 
downturn or a severe market correction, there is 
typically an interesting period where private  
market investors can acquire attractive assets  
at lower valuations. 

Partners Group is a leading global private markets firm. Since 1996, the firm has invested USD 195 billion in private equity, private real estate, private debt, and private 
infrastructure on behalf of its clients globally. Partners Group seeks to generate strong returns through capitalizing on thematic growth trends and transforming attractive 
businesses and assets into market leaders. The firm is a committed, responsible investor and aims to create sustainable returns with lasting, positive impact for all its stakeholders. 
With USD 135 billion in assets under management as of 31 December 2022, Partners Group provides an innovative range of bespoke client solutions to institutional investors, 
sovereign wealth funds, family offices and private individuals globally. The firm employs more than 1,800 diverse professionals across 20 offices worldwide and has regional 
headquarters in Baar-Zug, Switzerland; Denver, USA; and Singapore. It has been listed on the SIX Swiss Exchange since 2006 (symbol: PGHN).

Important information

The information contained in this Q&A Sheet has not been independently verified. Partners Group (the “Company”) is not under any obligation to update or keep current the information contained 
herein. Accordingly, no representation or warranty or undertaking, express or implied, is given by or on behalf of the Company or any of their respective members, directors, officers, agents or employees 
or any other person as to, and no reliance should be placed on, the accuracy, completeness or fairness of the information or opinions contained herein. Nothing herein shall be relied upon as a promise 
or representation as to past or future performance. Neither the Company nor any of their respective members, directors, officers or employees nor any other person accepts any liability whatsoever for 
any loss howsoever arising from any use of this Q&A Sheet or its contents or otherwise arising in connection with the Q&A Sheet. 

This Q&A Sheet includes forward-looking statements, beliefs or opinions, including statements with respect to plans, objectives, goals, strategies, estimated market sizes and opportunities which 
are based on current beliefs, expectations and projections about future events. The words “believe,” “think,” “expect,” “anticipate,” “estimate,” “will,” “may,” “should” and similar expressions identify 
forwardlooking statements. The forward-looking statements in this Q&A Sheet are based upon various assumptions, many of which are based, in turn, upon further assumptions, including, without 
limitation, management’s examination of data available from third parties. Although the Company believes that these assumptions were reasonable when made, these assumptions are inherently 
subject to significant uncertainties and contingencies which are difficult or impossible to predict and are beyond its control, and the Company may not achieve or accomplish these expectations, beliefs 
or projections. Neither the Company nor any of its members, directors, officers, agents, employees or advisers intend or have any duty or obligation to supplement, amend, update or revise any of the 
forward-looking statements contained in this Q&A Sheet. The information and opinions contained herein are provided as at the date of the Q&A Sheet and are subject to change without notice.

Until this happens, we remain cognizant of near-
term macro risks and we are actively building out our 
pipeline of thematically oriented target assets. We 
will continue to focus on investment opportunities 
where we have high conviction in the underlying 
theme and on the potential for transformational 
future growth.

Across all asset classes, we also continue to place 
great importance on demand resilience, where assets 
can pass on potential pricing pressures and mitigate 

near-term risks to growth and inflation. Geographical 
exposure across the full supply value chain is also an  
important consideration.

From a relative value perspective, private debt, 
with its high single-digit to low double-digit return 
potential, remains attractive in this environment. 
Private infrastructure is also attractive because it 
is well positioned to benefit from the green energy 
transition, stretched government budgets and 
because of its inherent inflation link.

https://twitter.com/partnersgroup
https://instagram.com/partnersgroupglobal?igshid=160oo7i0cvr66
https://www.youtube.com/channel/UCUc0elfwZX4R_w0Aq8X2mzw
mailto:research%40partnersgroup.com?subject=
http://www.partnersgroup.com
https://www.linkedin.com/company/partners-group/

