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With investors concerned about rising rates, high inflation and a slowing outlook for global economic growth, 
stock markets fell during September. Portfolios remained positioned to weather these uncertain conditions.
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UK markets suffer a period of turmoil. When Chancellor Kwasi Kwarteng announced his ‘mini 
budget’, the unorthodox economic policies triggered a sell-off in the gilt market. Investors 
worried that these measures could lead to higher inflation, more Bank of England interest rate 
hikes and higher government borrowing requirements. Conditions are likely to remain volatile.

Central banks continue to hike. Interest rates are rising across the developed world. The US 
Federal Reserve has confirmed that rates will continue to climb until inflation begins to cool, 
which can only really happen when economic activity slows. Financial markets seem to have got 
the message, with equities selling off, pointing to increased concerns about the growth outlook.

A recession may be on the horizon. Data shows the global economy is slowing. Falling energy 
prices have relieved some of the pressure on consumers and small businesses in the US, while 
the job market continues to look strong. Yet inflation remains stubbornly high and housing 
markets in both the US and UK are showing signs of stress under higher mortgage rates.
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Portfolios are positioned for uncertainty. After the significant market volatility, we rebalanced 
portfolios to reaffirm our equity underweight. We reduced our emerging market equities and 
added to developed markets (but remain underweight). We believe earnings forecasts have 
failed to account for the worsening outlook, and that equity markets could have further to fall.

Political events have increased the risk for gilts. The UK government’s disregard for the market 
means there is more uncertainty, and we have taken our gilt allocation back to neutral. Yet we 
are still positive on the outlook for fixed income. The rise in yields means investors now receive 
a meaningful income that acts as a cushion against the risk that yields rise further still.

We added to unhedged global bonds. Although the US dollar is at record highs, it retains its 
position as a safe haven, and our global bond exposure gives us exposure. We also believe that 
the nature of fixed income markets will evolve as the global growth outlook deteriorates. With 
so much uncertainty in the UK right now, we prefer to obtain our bond exposure elsewhere.
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