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The US stock market was down over 4.7% in September and, not surprisingly, as we saw over the summer 
months, other developed markets in the UK and Europe followed suit as the factors affecting investor 
confidence have been global in nature. Firstly, the prospect of rising inflation has been bugging stock and bond 
markets since the beginning of the year.  The September headline inflation rate rose again to an annualised 
4.3% - the highest in 30 years. This was broadly in line with market expectations but the big question remains 
as to whether the rise in inflation is transient, as the Federal Reserve appears to believe, or here to stay long 
enough to force a hike in interest rates.  Right at the end of August, The Federal Reserve reiterated their 
intention to start reducing their quantitative easing in the fourth quarter, or possibly early 2022, and also 
indicated that rates could rise to 1.75% in 2024.  The immediate reaction of stock and bond markets was quite 
muted but sentiment worsened throughout the month as both the stock and bond market voted with their 
feet.  The 10-year Treasury yield, the main benchmark for future interest rate expectations, rose from 1.25% 
to 1.53% by month end – indicating that markets are concerned that inflation may be with us longer than the 
US central bank believes.  Similar concerns were evident in the UK as the 10-year Gilt yield rose from 0.62% to 
0.93%.  Owing partly to the difference in the relative moves of both, the US dollar strengthened against 
Sterling by a few cents to end the month at $1.34.  This had the commonly seen effect of supporting the UK 
stock market, where 60% of companies have US dollar earnings, and the monthly fall was limited to 0.89%; 
significantly outperforming US and European 
peers.  However, other factors weighing on 
Sterling was the deteriorating view, in the 
eyes of foreign investors, on some of the 
supply chain problems, as well as political 
friction with the EU, which persist despite the 
UK Governments insistence that they are 
temporary and fixable.  There is a growing 
expectation that the second quarter GDP 
print of +5.5% may prove to be a high-water 
mark for quarters three and four. In Europe, the German elections were an interesting distraction, marking as 
it did the end of Angela Merkel’s 16 years as Chancellor. However, the result, planted firmly in the political 
centre, means that the appointment of a replacement could take some time, and markets quickly dismissed 
the result as having any major impact for the foreseeable future.  Looking forward into October, all eyes will be 
focused on the US third quarter earnings season – by far the most important of the year - when investors will 
see how the world’s leading economy has fared over the summer and what companies expect for the fourth 
quarter, Christmas and beyond.  
 
It has been a difficult month in the market seeing large pull backs in most equity markets, all though 
disappointing with all portfolio’s showing a lose for the month most had beaten their respective sectors with a 
smaller falls. The lower risks ones where slightly higher than the sector due to the exposure to the Baillie 
Gifford American fund which has provided some of the over performance in previous month, at present this 
fund is on our watchlist, it is still first quartile over the longer periods but is experiencing some short-term 
volatility. 
 
Information in this report is at the last valuation point on 30th September 2021 (except where indicated).  
*source: FE Analytics 
 
Disclaimer  
E&OE 
The views, opinions and expectations in this article are those of members of FACET Investment Management Ltd and do not 
constitute advice. They should not be taken as an offer or a recommendation to invest in any of the products referred to. All 
investments of this type can put your money at risk, and you may not get back your full investment. The value of the investment 
and the income derived from it can go down as well as up. You should consult with your financial advisor before making any 
investments. 


