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In the intricate and forward-looking world of asset management, the distinction between macroeconomic outlook and market 

sentiment is pivotal. The former gives us an overarching view of the state of the economy and its likely trajectory. In contrast, 

the latter gives us insights into market participants' psychological and behavioural aspects, which often drive markets and may 

not reflect macroeconomic fundamentals. 

At Prescient Investment Management, we leverage advanced data science tools and methodologies to navigate and understand 

the complex interplay between these two. Holistically considering macroeconomic conditions and market sentiment enables us 

to consistently generate superior returns. 

  
Macroeconomic outlook: a systematic approach 

An all-encompassing macroeconomic outlook provides a comprehensive view of an economy's health and trajectory. We 

employ sophisticated in-house nowcasting tools, such as the Prescient Economic Indicator, a state-space model that offers real-

time insights into the world economy's current state. This enables the investment team to make informed decisions that 

correspond with the global growth direction. 

Our approach extends to monitoring inflation trends using a suite of scientific tools that break down the inflation drivers and 

trends down to the last detail. By systematically analysing various economic indicators, we derive a holistic understanding of 

how these factors will influence asset class returns. This rigorous process ensures that our investment strategies are grounded 

in robust economic analysis, providing a solid foundation off which to make asset allocation decisions. 

  
Market sentiment: quantifying the qualitative 

While macroeconomic indicators provide a broad view of economic conditions, market sentiment offers insights into the 

psychological and behavioural aspects of market participants. At Prescient Investment Management, we utilise both traditional 

and proprietary tools to gauge market sentiment. 

Traditional sentiment metrics, such as business confidence and consumer sentiment, are essential in understanding the general 

mood of the market. However, our proprietary tools, like the Prescient Investor Sentiment Indicator, provide even deeper 

insights. This indicator captures forward-looking implied volatility data to quantify uncertainty within asset classes, offering a 

precise measure of investor sentiment across the financial markets. Additionally, we leverage Google Trends to capture public 

sentiment. By analysing search patterns, we gain insights into what is driving investor behaviour and market trends. This 

innovative approach allows us to quantify qualitative factors, adding a scientific dimension to market sentiment analysis. 

  
The interplay between macroeconomic outlook and market sentiment 

The interaction between macroeconomic conditions and market sentiment is complex and dynamic. Our investment process 

allows us to understand this interaction and systematically analyse the interplay between the two to enhance our investment 

strategies. By understanding the periods when economic or sentiment factors dominate, we can adjust our asset allocation to 

optimise returns.  

For instance, during periods of economic stability, market sentiment may play a more significant role in driving asset prices. 

Conversely, macroeconomic indicators might be more predictive of market movements during times of economic turbulence. 

Our scientific approach allows us to adapt to these changing conditions, ensuring our strategies remain relevant and effective. 
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A data-driven edge for outperformance 

Prescient’s commitment to a scientific and systematic methodology gives us a data-driven edge over other market participants. 

By combining macroeconomic analysis with market sentiment insights, we can create a comprehensive investment framework 

that is both robust and adaptive. This dual focus enables us to generate outperformance for our clients by making informed, 

evidence-based investment decisions.  

 

Differentiating between macroeconomic outlook and market sentiment is not just important; it is essential for any asset manager 

aiming to achieve consistent outperformance. Through science and systematic analysis, our investment process draws on both, 

giving us clarity and a sense of direction even in the chaotic world of financial markets. 

 

Disclaimer: 

• Prescient Investment Management (Pty) Ltd is an authorised Financial Services Provider (FSP 612). 

• Please note that there are risks involved in buying or selling a financial product, and past performance of a financial 

product is not necessarily a guide to future performance. The value of financial products can increase as well as decrease 

over time, depending on the value of the underlying securities and market conditions. There is no guarantee in respect of 

capital or returns in a portfolio. No action should be taken on the basis of this information without first seeking independent 

professional advice.  

• This document is for information purposes only and does not constitute or form part of any offer to issue or sell or any 

solicitation of any offer to subscribe for or purchase any particular investment. Opinions expressed in this document may 

be changed without notice at any time after publication. We therefore disclaim any liability for any loss, liability, damage 

(whether direct or consequential) or expense of any nature whatsoever that may be suffered as a result of or which may be 

attributable directly or indirectly to the use of or reliance upon the information. For more information, visit 

www.prescient.co.za  
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