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Investment Market Review & Outlook

As COVID-19 restrictions lifted and the world began its recovery, economic growth 
returned and commodity price increases contributed to the fears of higher 
inflation.  Further concerns followed domestically at the end of the quarter with 
fuel and food shortages dominating the headlines. Overall asset prices have lifted 
impressively this year and we’re optimistic about the next steps. 



GDIM Investment Market Review & Outlook - Q4 2021

Economy
The quarter was dominated by inflation and central 
bank policy, hinging on whether the ongoing 
stimulative bond-buying programmes currently 
implemented by the UK and US will continue or be 
withdrawn.

The COVID threat seems to be regressing in 
most places as we approach a potentially more 
vulnerable season, one that traditionally sees an 
uptick in healthcare requirements and coronaviruses 
are especially seasonal as they thrive in winter 
temperatures. Further ‘booster’ vaccinations are 
already being progressed and their roll-out may be 
key in keeping economic activity levels high in the 
developed world.  In the emerging world, especially 
Africa, the vaccine coverage is increasing but sadly it 
remains a long way behind its peers. 

Economic activity has continued to rise and has been 
strong in most of the developed world.  The snapback 
has led to some pockets of inflation and it remains to 
be seen whether increases to some commodity prices, 
wages in certain sectors and larger than expected 
demand can be maintained to produce inflation that 
requires more immediate action from central banks.  
Much will depend on the labour markets with the UK’s 
furlough scheme ended and the additional support 
in the US fading too.  Our view is that this inflationary 
spike is transitory and that it will settle down to around 
target levels of 2% by the end of next year.

US Federal Reserve seem to be heading toward a view 
that inflation may be more of a threat than previously 
thought and are moving forward with their plan to 
announce a tapering of asset purchases in November, 
to commence early in 2022.  Looking further out, 
interest rates are projected to move toward 2.5% over 
the next few years.

The awaited infrastructure bill from the US looks 
likely to proceed, albeit at a smaller amount of 

around $1.5-3.5tn in size. This will be largely funded 
by tax increases which could reduce some corporate 
earnings, but not substantially so.

China moved to outlaw private for-profit tutoring 
services, which concerned some into thinking that 
this may be the start of wider prohibitions, but it was 
in-line with their vision for a fairer, more equitable 
society for the many.  The concerns over the Chinese 
property firm, Evergrande, shocked markets for a 
short time but it is a manageable situation that will 
be resolved.  While the government will not bail the 
company out, its debts will be restructured.

Fixed Interest
Sovereign bonds (those issued by national 
governments) were relatively stable over the quarter, 
with the exception of UK government bonds (that we 
removed from portfolios earlier in the year) which fell 
by almost 5%. This was mainly due to the news that 
the Bank of England may look to raise interest rates as 
early as the first quarter of next year.

The UK’s first ‘green bond’ issue, bonds launched 
directly to raise money for specific environmental 
projects, raised over £10bn, demonstrating the 
continued strength of the ESG wave in the investment 
world.  We may look to incorporate these into our 
Ethical range of portfolios in the near future.

Higher yielding assets in the fixed income space 
added to returns solidly in the last three months 
as default rates (the relative amount of companies 
not able to fulfil their debt obligations to the entire 
market) remained close to all-time lows.  This has 
been an excellent source of risk-adjusted returns in 
recent times as the volatility of bonds is generally 
much lower than that of equities.

We have a very wide range of fixed income assets 

2021 RPI (%) CPI (%) Unemployment (%) GDP Growth* (%)

April 2.9 1.5 4.7

May 3.3 2.1 4.8 Q3 = 4%

June 3.9 2.3 4.7

July 3.8 1.8 4.6

August 4.8 3.1 4.5 Q4 = 1.8%
*Based on percentage change on previous quarter  †TradingEconomics Estimate, 2021

UK Economic Data



at the moment because not only are they essential 
to provide a cushion in the poorer times for equity 
markets, they are also an asset class that faces 
significant challenges.  The prospects for bonds as 
interest rates rise are poor, as their yield becomes less 
attractive in relation to the rates available on cash 
deposits.  We therefore hold a range of fixed income 
instruments which will move in a more diverse way 
to give us further protection.  We may look to explore 
this even further in the future but for now we believe 
we are well-placed.

Equities
Stock markets were dominated by policy meetings 
and economic data over the summer and showed 
more movement on rumoured changes to 
monetary policy than to some impressive earnings 
announcements.  

In the UK, the issue of a serious shortage of HGV 
drivers caused a run on fuel and some food stocks 
too, and markets reacted to what the inevitable 
effects might be – lower economic activity.  Despite 
this, domestic stocks were relatively strong as COVID 
cases declined, but then struggled on the news of the 
shortages.  There is still a very real threat of a winter 
surge in COVID-19 cases and if this takes a strain on 
the NHS the familiar restrictions may re-occur with 
a return to home-working, mandated mask-wearing 
and potentially ‘vaccine passports’ in many places.

Chinese markets endured some weakness due to 
some specific issues over the quarter (as noted above) 
but we believe that these are minor setbacks in a 
major growth story and China will still reliably grow 
comfortably above 5% over the next year.

Our long-held India positions performed very strongly 
over the quarter with almost 15% returns.  It remains, 

in our view, the single best growth opportunity in a 
generation and we will continue to back the region 
for success. 

Europe is yet to hit the same levels of growth that 
it enjoyed prior to the pandemic (whereas US and 
China have) so we are constructive on the prospects 
for this region, including select parts of the UK, to 
prosper at possibly slightly higher rates than their 
developed market peers.  This is an area that we 
increased our exposure to at our last rebalance and 
that we believe will add to returns substantially over 
the next 6-9 months.  

Our equity positions remain elevated above their 
typical sizes and this may lead to more short-term 
volatility, but to re-iterate our prior correspondence 
there is opportunity in stock markets and potentially 
more risk in bond markets today.

 Commodities
Commodity prices helped to push up headline 
inflation this quarter, as have moderate price increases. 
Fuel shortages were the main focus, although this 
was actually a labour shortage rather than a lack of 
the commodity itself.  The supply cut and stronger 
demand elsewhere drove oil past $80 a barrel. 

We continue to monitor the resources that are used 
by electric vehicles and batteries, such as nickel 
and lithium, which will undoubtedly be in much 
higher demand in the future as we get closer to the 
prohibition of vehicles that use fossil fuels.

In precious metals, gold was unremarkable, falling 
more than 6% before recovering all of this before the 
quarter’s end.
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Five-Year Performance of GDIM Investment Model Portfolios

Conclusion & Outlook 
The path for markets over the next few quarters will 
largely depend on where inflation goes, as this is 
directly linked to interest rates and wider monetary 
policy.  One of the current unknown factors is how 
many workers will return to the labour force (after 
furlough and a reticence to return to work from some) 
to resolve the shortages that exist in many industries 
(HGV drivers being just one high profile example). 

Some inflation is expected and is even welcome as 
growth gathers pace and central banks should keep 
their powder dry until at least February/March of next 
year.  This should give businesses and consumers 
the confidence to spend pent-up cash freely.  The 
considerable amount of saved cash in accounts 

should be focused on the next few months, and 
Christmas will help too.  The majority of people in 
developed countries are vaccinated and this should 
keep pressure off the health services and keep the 
consumer doing what it does best: spending money 
and buying, this winter.

From our point of view the signs are that momentum 
is gathering and economies can continue to thrive 
and some will expand before growth starts to 
moderate later next year.  We believe that we can 
benefit from this in various ways and have positioned 
the portfolios accordingly.  

GDIM Investment Committee, October 
2021

These figures are representative of the performance of GDIM’s 5 Whole of Market Investment Model Portfolios, 
initiated on the 17th April 2009 and re-balanced in-line with the latest portfolios whenever changes were 
recommended. Graph shows performance over 5 years to the 1st October 2021. Performance does not reflect 
trading in actual accounts (and is therefore gross of all management fees, except fund charges). Data provided by 
Financial Express 2021. Past performance is not representative of future returns. Capital may fall as well as rise and 
you may not get back the full amount invested. 

C - GDIM Balanced

E - GDIM Aggressive
D - GDIM Moderately Aggressive

B - GDIM Conservative
A - GDIM Cautious
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