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It was another good month for global stock markets, particularly for the USA where the benchmark index rose
6.9% to a new all-time high. European stocks were not far behind, rising 4.1% but the UK returned just 1.8%
due to a number of factors weighing on the minds of investors. Not least of these was the announcement by
Andrew Bailey, Governor of the Bank of England, who gave that starkest warning yet that interest rates would
have to rise much sooner than previously expected in order to combat rising inflation. This came as a surprise,
and in total contrast to the view expressed by the US Federal Reserve, who told a gathering of central bankers
that, in their opinion, inflationary pressures are temporary in nature. Furthermore, the Bank of England’s
announcement added to a sense of confusion because the conventional wisdom was always that the bank would
wind down stimulus, or quantitative easing, before raising interest rates. The prospect of a rate rise, possibly as
soon as 4" November, was an unpalatable one for the bond market, coming as it did so soon after the

announcement of tax rises next year.

Meanwhile, the European Central Bank,
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was an important election for the both the
German and EU economies but will take some time to resolve. As a result, all eyes turned on the USA and the
all-important third-quarter earnings season. A very strong bounce back in economic activity had been well-
flagged by the data throughout the summer, but company revenues and profits were well ahead of even the
most bullish of expectations. Average sales across the biggest US companies were up 15% compared to the
average in any normal year of 3%. On the back of that, earnings rose nearly 65%. At the sector level there were
winners and losers due to the uneven recovery and bottlenecks in the real economy and this showed up in
employment data. While employment did fall to 4.5%, wages continued to rise at an annualised rate of 5.5%
amid reports that companies in the leisure sector continue to be constrained by staff shortages. These
constraints may mean that GDP growth will moderate from the 5.5% growth seen over the summer. As October
drew a close, an increasing number of market strategists were drawing attention to the underperformance of
the UK stock market citing low valuations compared to its international peers. The likelihood of the gap closing
does exist but may well be dependent on the resolution of a number of political issues ranging from the budget
to the Northern Ireland trade agreement.

It has been a difficult month in the market seeing large pull backs in most equity markets, which is disappointing,
with all portfolio’s showing a loss for the month. At present the Baillie Gifford American fund remains on our
watchlist, it is still first quartile over the longer periods but is experiencing some short-term volatility. Also added
this month is the CFP SDL UK Buffetology fund. This, too, is due to the short-term volatility whereas the longer-
term periods remain top quartile

Information in this report is at the last valuation point on 31t October 2021 (except where indicated).
*source: FE Analytics
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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.



