
 

 

Quarterly Market Update – Q4 2021 
 

Summary 
 
• Global equities enjoyed a strong close to the year rising by 7.3% in sterling terms. Robust 

economic growth in the quarter coupled with receding fears that the Omicron variant of Covid-
19 would cause further lockdowns pushed equity markets higher. 

 
• UK equities performed well with the FTSE All-Share rising by 4.2%. Despite a sell-off in markets 

in late November the UK markets recouped much of those losses in December ending the 
quarter in positive territory. 

 

• As in quarter three US equities outperformed other developed markets with the S&P 500 
increasing by 10.5% in GBP. Following a slowdown in economic growth in the previous quarter, 
due to Covid-19 infection rates rising, activity picked up in the fourth quarter alongside a fall in 
the unemployment rate. 

 
• The Eurozone (FTSE Europe ex UK) rose 5.1% in GBP over the quarter. Strong corporate 

earnings helped European markets higher. 
 

• As with the previous quarter Japan bucked the upward trend and fell 1.7% in Yen. Japanese 
shares struggled in October and November but staged a partial recovery in December. 

 

• Emerging market equities fell over the quarter, with the MSCI Emerging Markets index down by 
1.8% in GBP. A strong US Dollar alongside the emergence of the Omicron variant of Covid-19 
pushed markets down. 

 

• UK and US Government bond prices rose in local currencies over the quarter with the UK 
market performing particularly strongly. US Government debt was up 0.2% in GBP and Gilts 
rose by 2.9%. The Bank of England surprised markets by not electing to raise rates early in the 
quarter but did so in December. 

 
• Commodities were moderately positive over the quarter reflecting the increased demand for 

industrial metals as economic recovery improved. 

 

EQUITIES 

UK 
 
UK equities rose over the quarter with markets reacting positively following signs that the impact of 
Omicron would be less severe on businesses. Financials did particularly well as UK rates started to 
move upwards increasing their margins. Retailers reported supply chain issues which resulted in 
several profits warnings being issued. 

 
Eurozone 

Eurozone equities rose over the quarter on strong quarterly earnings figures. Several countries 
did impose travel and hospitality restrictions as Omicron spread however markets took comfort 
from data suggesting a lower risk of hospitalisation. Elsewhere, in Germany, Olaf Scholz 
succeeded Angela Merkel as chancellor. 

 
US 

US equities rose strongly over the period as fears over Omicron as well as a reduction in QE were 
overlooked in favour of strong corporate earnings and a surging economy. Technology was the 
best performing sector. 



 

Japan 

The Japanese market fell over the period. There was a general election early in the quarter and 
despite concerns the ruling Liberal Democratic Party retained their majority. Expectations now 
shifted that there will be further fiscal stimulus to be implemented early in 2022. Economic data 
suggests that the rebound in the economy continues to grow. Unlike other developed markets 
Covid-19 cases remain low. 

 
Asia (ex-Japan) 

Asia ex-Japan fell amid the emergence of the Omicron variant of Covid-19. China performed poorly 
as lockdowns were implemented in many regions. 

 
Emerging Markets 

Emerging market equities fell with a strong US Dollar proving a tough headwind. Turkey was the 
weakest market as bank rates were surprisingly cut in the face of growing inflation. Russia was also 
weak as it significantly increased troop numbers on the Ukraine border raising geopolitical 
tensions. 

 

BONDS 
 

Government bonds were higher over the quarter. Bonds rose for most of the quarter before 
reversing in December. The US Federal Reserve indicated that they were contemplating slowing 
the level or actually stopping QE. Interestingly they also said they would stop referring to inflation 
as transitory. In the UK the Bank of England surprised markets by not raising rates early in the 
quarter but eventually did so in December. 

 

COMMODITIES 
 
Global Commodity indices were positive were industrial metal demand benefitted from solid 
economic growth. Energy markets were mixed with Natural Gas prices down sharply but Oil prices 
rose. 

 

OUTLOOK 

Whilst the economic data shows a continued economic rebound, the recovery is fragile. The good 
news is that vaccines are being produced and deployed but these need to be rolled out quickly 
otherwise the economic rally could stall. 

 

We remain concerned that markets have rebounded very strongly since the end of Q1 2020 on 
expectations of a sharp V-shaped economic recovery. If this was not to materialise, equity 
markets look vulnerable. 
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