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A collation of recent insights on markets and economies 

taken from the comments made by chairs and 

investment managers of investment companies – have a 

read and make your own minds up. Please remember 

that nothing in this note is designed to encourage you to 

buy or sell any of the companies mentioned. 

Roundup 

Investors appear to be feeling more confident than they have been for 

some time, with the global recovery well underway, markets boosted by 

the return of company dividend payouts and a significant uptick in M&A 

activity. Inflation worries remain, but the key concern for many is supply 

chain issues, particularly in the UK, where the impact of Brexit is hitting 

several industries. Nonetheless, vaccine programmes are still on track 

in most developed countries and global consumer confidence is almost 

back up to pre-pandemic levels, according to the OECD. The US is still 

the best-performing market, while also growing at a faster pace than its 

peers. 

Global 

Recovery in full swing 

Andrew Ross, chair of Witan, says reporting season is providing a 

measure of earnings strength in cyclical sectors, helping to confirm the 

recovery hopes that have driven their performance. 

Smithson’s manager, Simon Barnard, says that in a world with resurgent 

growth, investors are less willing to pay high valuations for companies 

that can grow consistently through good times and bad, which is why 

‘value’ companies performed better in the first half of 2021. 

Dr Sandy Nairn, manager of EP Global Opportunities, observes a 

changing perception in equity markets as investors begin to anticipate 

the peak of the economic growth rebound following the COVID-19 

pandemic. 
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GBP / USD 1.3755 -1.1 

USD / EUR 0.8468 0.5 

USD / JPY 110.02 0.3 
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Indicator 31/08/21 Change on 
month % 

Oil (Brent) 72.99 -4.4 

Gold 1813.62 0.0 

US Tsy 10 yr yield 1.3088 7.1 

UK Gilt 10 yr yield 0.714 26.4 

Bund 10 yr yield -0.385 -16.7 

Source: Bloomberg, Marten & Co 
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August’s highlights 

Global (continued) 

Murray International’s interim chair, David Hardie, says that a global economic 

recovery is no doubt underway, but that rates of economic expansion are likely to 

prove extremely erratic on a quarterly basis and vary enormously between 

continents, countries and regional economies. 

Tom Black, chair of Herald, says that supply chain issues are the biggest short-term 

concern, which will have a negative knock-on effect on some manufacturing 

companies. 

UK 

Temple Bar’s managers, Ian Lance and Nick Purves, say that although value stocks 

have staged a strong recovery from the lows reached in the summer of last year, 

investors should not anchor off the share prices of that time as valuations had 

become extreme. 

Neil Hermon, manager of Henderson Smaller Companies, discusses how politics 

briefly took centre stage at the turn of the year as the UK and EU finally agreed a 

trade deal, averting the much-feared "no-deal" Brexit scenario. 

The chair of Diverse Income, Andrew Bell, highlights how UK equities have been 

widely shunned by investors, due to a combination of Brexit related reasons and the 

domination of the FTSE 100 index by companies in sectors with low growth 

prospects. 

Angus Gordon Lennox, chair of Aberforth Split Level Income, says there is genuine 

confidence that economic activity is rebounding, as investment and consumption 

increase across the world, which is reflected in rising share prices and an uptick in 

the frequency of M&A deals. 

The managers of Aberforth Smaller Companies note that on top of the rise in M&A, 

the UK stockmarket has seen its first meaningful bout of IPO activity for several 

years. Most of these companies have online business models that thrived during 

lockdown and so, at today’s valuations, are of greater appeal to growth investors. 

North America 

Timothy Parton and Jonathan Simon, co-managers of JPMorgan American discuss 

the economy recovery in the US and how current economic data seems to indicate 

that it is moving towards mid-cycle. While the economy is rebounding, there are 

concerns around unemployment levels, inflation and the actions of the Federal 

Reserve. 

However, Don San Jose, Jon Brachle and Dan Percella, managers of JPMorgan 

US Smaller Companies, say that despite inflation fears, a confluence of encouraging 

economic data, strong corporate earnings, a drop in infections and fresh spending 

programmes have helped drive markets higher. 

Supply issues remain a key 

concern for global managers 

UK equities have been widely 

shunned by investors for 

some time now 

Though the US economy 

appears to be rebounding, 

unemployment and inflation 

concerns remain 
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Global emerging markets 

Fundsmith Emerging Equities manager, Michael O’Brien, shares his views on the 

ongoing tensions between US and China and how China is also exerting its power 

over Hong Kong.  

Maria Luisa Cicognani, chair of Mobius, says the outlook for emerging markets is 

positive with economic recovery already taking place in several regions. A growing 

middle class, strong local brands and innovative business models have helped the 

cause for emerging market countries. 

Other 

We have also included comments on Asia Pacific from Aberdeen Asian Income; 

Europe from European Assets and Fidelity European; Japan from Fidelity Japan; 

Flexible investment from RIT Capital Partners; commodities and natural 

resources from BlackRock World Mining; private equity Apax Global Alpha, 

Literacy Capital, Pantheon International and BMO Private Equity; hedge funds from 

Pershing Square and BH Macro; debt from Axiom European Financial Debt, 

Invesco Bond Income Plus and Riverstone Credit Opportunities Income; renewable 

energy infrastructure from The Renewables Infrastructure Group; environmental 

from Impax Environmental and property from Derwent London, CLS Holdings, 

Tritax Big Box REIT, UK Commercial Property REIT and Yew Grove REIT.  

The outlook for global 

emerging markets is looking 

more positive 
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Global 

(compare global funds here) 

Andrew Ross, chair of Witan - 10 August 

The first half of the year has seen fluctuating fortunes between sectors and regions, 

as hopes for economic recovery were affected by countries' differing success in 

tackling the pandemic. Investors are also uncertain how much of the increase in 

inflation rates is driven by transitory factors such as the bounce in energy prices 

from low levels and current disruptions to supply chains. If inflation shows a 

sustained rise, some investors fear a rise in interest rates that could cut short the 

economic recovery, affecting the performance of cyclically sensitive sectors. Other 

investors fear that if central banks tolerated a rise in inflation, in order to foster 

economic recovery, it would lead to a rise in government bond yields, undermining 

the valuation of highly rated growth stocks. 

Coming months seem likely to affect this debate in several ways. The interim 

reporting season is providing a measure of earnings strength in cyclical sectors, 

helping to confirm the recovery hopes that have driven their performance. Given the 

turbulence of the past few years, investors understandably want tangible evidence 

to confirm their optimism and distinguish between low valuations and cheapness (or 

undervalued growth). For higher-rated growth stocks too, earnings performance 

(which was such a relative strength in 2020) will be important to underpin valuations, 

particularly given increased regulatory scrutiny of some of the globally dominant 

companies. 

The balance between the rollout of effective vaccines and the threat of virus 

mutations that may prove harder to control remains key. Fluctuations in case 

numbers and severity are likely to continue to affect economic confidence even in 

largely vaccinated populations, leaving aside that many less-wealthy nations have 

not yet been able to obtain or distribute sufficient vaccines. 

As more economies reopen and the worst of 2020's disruptions drop out of the year-

on-year comparisons, it will become clearer whether the pick-up in inflation is 

transient, limited or immediately problematic. In the meanwhile, it seems likely that 

central banks and governments will be true to their recent announcements that 

economic stimulus will be maintained until the recovery has become fully 

established. This should be a conducive environment for equity performance, 

although high valuations in some markets and sectors (even allowing for the low 

level of interest rates) mean that a selective approach and thorough risk evaluation 

are called for. 

. . . . . . . . . . . 

Simon Barnard, manager of Smithson - 9 August 

The MSCI World SMID Index rose steadily throughout the period but the companies 

we own did not keep pace. We believe this is for a couple of reasons. Primarily, the 

combination of a resurgence in economic growth combined with very loose fiscal 

and monetary policy led many market participants to expect a sharp acceleration in 

inflation, perhaps even to uncontrollable levels. This would, should it occur, lead to 

a meaningful increase in the level of interest rates set by central banks, and indeed, 

led to a sharp rise in US 10 year treasury yields from 0.9% in January to a peak of 

1.7% in March. This, in theory, reduces the value of higher rated growth companies, 

such as those owned in the portfolio, because the future earnings of these 

companies would have a lower perceived value today, once discounted back at the 

https://quoteddata.com/sector/investment-companies/global/global/
https://quoteddata.com/company/e0gbr00f4w/
https://quoteddata.com/company/smithson-investment-trust-sson/
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higher interest rates. More lowly rated companies, that don't grow as fast, have less 

of their earnings in the future to discount, and so are less affected by this 

phenomenon. 

Interestingly, the underperformance pertaining to an increased inflation expectation 

by market participants seemed to reverse in June once the Governor of the Federal 

Reserve made comments indicating that they were aware of the current increase in 

inflation (so no one need be concerned it will be ignored and allowed to get out of 

control), they believe it to be transitory, and so won't be raising interest rate targets 

any time soon. 

The second issue, somewhat linked, is that in a world with resurgent growth, 

investors are less willing to pay high valuations for companies that can grow 

consistently through good times and bad, such as those in our portfolio. Instead, 

they buy 'cheap' or 'value' companies, because they will also grow in this improving 

environment - as the saying goes, a rising tide lifts all boats. This meant that such 

'value' companies did relatively better in the first half than the types of companies 

we own. 

. . . . . . . . . . . 

Dr Sandy Nairn, manager of EP Global Opportunities - 20 August 

We believe that asset markets remain fully valued on almost all historic valuation 

measures after more than ten years of suppressed interest rates and rising asset 

prices. This can only be justified if the low interest rate policies of central banks 

remain a permanently embedded feature of the global economy. Although the US 

Federal Reserve appears to be indicating that there will be a gradual withdrawal of 

market support and interest rate rises in the coming months, central banks face a 

very delicate policy balancing act as public and private debt remains at extremely 

high levels following the COVID-19 pandemic. Ever-expanding fiscal deficits are 

expected to give markets pause for thought. 

Within equity markets there appears to be a changing perception as investors begin 

to anticipate the peak of the economic growth rebound following the COVID-19 

pandemic. Rising inflation is a potential concern as witnessed by the annualised US 

inflation rate of 5.4% in June 2021. The current valuation levels in equity markets 

are dependent on low interest rates which seem out of step with the economic 

backdrop. 

We see little headroom in absolute valuations and with the evidence of excess in 

asset prices, from cryptocurrencies to junk bonds, the risks remain firmly to the 

downside.  

. . . . . . . . . . . 

David Hardie, interim chair of Murray International - 13 August 

Notwithstanding the continuing battle against Covid-19 and its variants, there can 

be no doubt that a global economic recovery is underway with practically every 

country in the world projected to register a meaningful rebound in annual average 

GDP growth this year. Yet it must also be noted that rates of economic expansion 

are likely to prove extremely erratic on a quarterly basis and vary enormously 

between continents, countries and regional economies. For individual sectors, 

industries and companies, the path towards normality is unlikely to be 

straightforward. Both in terms of new patterns of consumption brought about 

through necessity during the past twelve months and production constraints 

associated with satisfying pent-up demand going forward from here, the pricing 

environment for goods and services is likely to remain volatile for some considerable 

https://quoteddata.com/company/f000000eyd/
https://quoteddata.com/company/e0gbr00v37/
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time. How global financial markets ultimately cope should persistent inflation re-

emerge remains to be seen, but the Company remains well diversified in quality 

companies with real tangible assets, seeking to capitalise on the numerous growth 

and income investment opportunities that currently prevail.  

. . . . . . . . . . . 

Tom Black, chair of Herald - 4 August 

The period has continued to be overshadowed by the Covid pandemic. Whilst last 

year our discussions with management focused on the mass transition to working 

from home and furlough schemes, this year they have focused on the supply chain. 

There have evidently been changes in consumer behaviour as those still in work 

have reduced expenditure on holidays, socialising and restaurants, and spent more 

on home improvements, computer games, internet TV subscriptions and the related 

devices. The technology sector has obviously benefited from this. There has also 

been a sharp rise in consumer savings. The latest reported ratio was 19.9% in the 

UK versus a range of 5-10% pre-Covid, while in the US it is now 12.4% which is 

double the pre-Covid level. This suggests that the increase in technology spending 

may not reverse too much when more normal behaviour resumes. 

Supply chain issues are however, our greatest short-term concern. Semiconductors 

have seen the most publicised and acute shortages with those used in the 

automotive industry a particular issue, but the problem is much wider than that. For 

example, there are huge increases in the cost of containers particularly from East 

to West and also delays. Therefore, some manufacturing companies might 

disappoint in the short term, but our long-term investment philosophy remains. We 

expect that boards the world over will be more focused on security of supply with 

increased inventory and more local or dual sourcing. Potential over ordering for this 

reason may now be flattering short term demand too. We also expect Governments 

to be thinking far more than they have historically, about strategically important 

products relating to basic requirements such as vaccines, food and security. 

The key question all investors must ask is how much the changed trading patterns, 

and monetary growth, will lead to a broader and more sustained rise in inflation, 

prompting higher interest rates. The central bankers have an unenviable task of 

needing some inflation to erode consumer and government debt alike, without 

causing stresses from the expense of servicing higher debt levels and controlling 

inflation. The technology, media and communications sectors on which Herald is 

focused are relatively well placed with little financial leverage. Property, 

construction, housebuilding and automotive are clearly more vulnerable to higher 

interest rates. Generally, capital expenditure is weak when the cost of money goes 

up, and historically the technology sector has been driven by capital expenditure. 

However, technology spend is increasingly shifting to be a non-discretionary 

operating cost with monthly or annual charges for servers, storage, applications, 

subscriptions and so on. 

Meanwhile new technologies and opportunities continue to open up, and cyber 

threats continue to evolve. Whilst we believe that the sector now has more defensive 

demand characteristics, we note warily that valuations are higher than the long-run 

average and reflect high expected growth and unattractive bond yields. 

. . . . . . . . . . . 

https://quoteddata.com/company/herald-investment-trust-hri/
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UK 

(compare UK funds here) 

Ian Lance and Nick Purves, co-managers of Temple Bar - 20 August 

The economic outlook is as uncertain as ever with some predicting that recent 

inflationary pressures are here to stay and others taking the view that they are 

transitory in nature. The reality is that inflation is a measure of consumers’ 

willingness to hold on to cash and is therefore to a large degree driven by 

psychology. Predicting future inflation therefore requires a view on how attitudes 

might evolve over time. This is extremely difficult to predict, and it shouldn’t be a 

surprise therefore that even the Central Banks have had a poor record of forecasting 

inflation. In our minds, these challenges highlight the risks of building a portfolio of 

stocks based around a view of macro-economic variables. We prefer instead to 

focus our efforts on identifying sustainable, fundamentally sound but modestly 

valued companies, as over time these have tended to offer the most attractive 

investment returns. 

Although Value stocks have staged a strong recovery from the lows reached in the 

Summer of last year, we would encourage shareholders not to anchor off the share 

prices of that time as valuations had become extreme. Despite the recovery in share 

prices since the vaccine news last November, valuations in some areas continue to 

be exceptionally attractive. The banks are a case in point. All are well capitalised 

(some have excess capital) and offer the potential for a 10% return on equity and 

yet they continue to be priced at very meaningful discounts to book value. Whilst 

the profits of the Energy companies are sensitive to the oil price and predicting 

future oil prices is difficult, investors shouldn’t ignore the fact that with Brent oil at 

$70, BP and Royal Dutch Shell offer earnings yields in excess of 15%. Meanwhile, 

companies such as Royal Mail Group, Anglo American, Aviva and CK Hutchison all 

trade on single digit multiples of this year’s forecast earnings. 

. . . . . . . . . . . 

Neil Hermon, manager of Henderson Smaller Companies - 4 August 

The year under review was a volatile but ultimately extremely positive one for equity 

markets as Covid-19 headlines dominated news flow. Rising virus caseloads 

globally in the summer and the discovery of new highly contagious mutant strains 

of the virus in the winter resulted in a stop-start reopening of the UK economy. 

Corporate and consumer sentiment was dampened by the re-imposition of stricter 

measures at various points in the year including local and national lockdowns. 

Consequently, governments globally were forced to provide continued support to 

their economies, while corporates looked to issue more equity to withstand the 

disruption to trading caused by new lockdowns. 

It was the news in November 2020 that three separate vaccine trials had passed 

the first efficacy and safety hurdles that marked a turning point in the world's fight 

against Covid-19. This caused animal spirits to return to boardrooms, living rooms 

and trading floors alike. Equity markets rallied sharply as investors regained the 

confidence to look through short-term trading conditions and put multiples on the 

future earnings of pandemic-stricken sectors such as travel, leisure and retail. 

Politics briefly took centre stage at the turn of the year. After taking talks to the brink, 

the impasse was broken and the UK and EU finally agreed a trade deal, averting 

the much-feared "no-deal" Brexit scenario. Sterling strengthened materially as a 

result. Elsewhere, in the US, after a protracted vote count Joe Biden was proclaimed 

https://quoteddata.com/sector/investment-companies/uk/uk-all-companies/
https://quoteddata.com/company/e0gbr00j8r/
https://quoteddata.com/company/e0gbr00j99/
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the winner of the presidential election and the Democrats took control of Congress 

and the Senate which raised hopes of further fiscal stimulus. 

In the UK, the vaccination programme that started in December 2020 was a notable 

success both in terms of the speed of roll-out and evidence of high efficacy rates. 

This allowed the Government to set out a roadmap to the "irreversible" reopening 

of the economy, causing equity markets to rally further. Elsewhere, vaccination rates 

gained pace in the US and Israel whilst Europe initially lagged behind developed 

market peers. Vaccination progress in conjunction with the continued fiscal support 

from governments increased global growth and inflation expectations. Oil and 

commodity prices rose along with bond yields. Value stocks rallied at the expense 

of defensive and growth stocks as investors started to position themselves for 

reflation. 

Smaller companies materially outperformed larger companies over the year. The 

Numis Smaller Companies Index (excluding investment companies) outperformed 

the FTSE All-Share Index for the first time since 2015-16. 

. . . . . . . . . . . 

Andrew Bell, chair of Diverse Income - 10 August 

UK equities have in recent years been widely shunned by investors, for a 

combination of Brexit related reasons and the domination of the FTSE 100 index by 

companies in sectors with low growth prospects. As the economy reopens from the 

COVID related lockdowns, amid record low interest rates and fiscal stimulus, the 

prospects for the domestic economy (to which many smaller companies are 

exposed) have brightened considerably. 

Internationally, the decades-long trend of falling bond yields appears to have 

reached a turning point. A combination of accelerating global economic recovery 

from the pandemic, allied to higher long bond yields would favour performance from 

a wider range of sectors than the rapidly-growing (in some cases non-profit-making) 

technology stocks which have dominated the league tables in recent years. There 

is a related risk that governments and central banks overdo the stimulus, prompting 

a rise in inflation which would ultimately need to be countered by tighter policy, but 

at present this appears a potential worry for future years rather than an imminent 

concern. 

Global stock markets have continued to rise this year, with strong performance from 

many UK quoted smallcaps, which are benefiting from improved earnings prospects 

as well as some reversal of the fund outflows during the years of Brexit uncertainty. 

. . . . . . . . . . . 

William Meadon and Callum Abbot, co-managers of of JPMorgan Claverhouse 

- 6 August 

Currently, it is even more difficult than usual to make high conviction economic or 

market forecasts. Despite the continuing roll out of vaccinations across most 

developed countries, the rapid spread of the Delta coronavirus variant is causing us 

to worry that the more encouraging recent economic developments risk being 

undermined by rising infection levels and the reintroduction of travel and social 

restrictions. 

The recent lifting of most lockdown measures across Europe has led to a surge in 

business activity, retail spending and household confidence. However, these 

promising trends risk being undermined by infection rates which are now up to the 

highest level for many months. It is noteworthy that the European Commission's 

https://quoteddata.com/company/f00000milk/
https://quoteddata.com/company/e0gbr01abg/
https://quoteddata.com/company/e0gbr01abg/
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recent forecast that the EU economy would regain its pre-pandemic level of output 

by the end of this year was predicated on economies continuing to open up. Whilst 

the UK government has taken the calculated gamble to open England up on July 

19th, by contrast, the recent pick up in infection rates in Japan has led to a ban on 

all spectators at the Olympics. 

Markets don't know quite what to make of all this. The parabolic rise in freight 

charges and commodity prices, together with a palpable tightening in the labour 

market, would suggest inflationary pressures are building, with many value stocks 

rallying strongly on the back of this. However, long bond yields are still historically 

very low and have actually fallen a little in recent weeks. This suggests that bond 

vigilantes remain more concerned about sluggish economic growth than any 

sustained medium term inflation becoming baked into the system. The Fed 

chairman's recent comment that he is prepared to let the US economy 'run hot' 

suggests he feels similarly. 

Whilst we continue to see good medium term value in UK equities - and have strong 

conviction on a number of individual names - we think it prudent to keep gearing to 

a slightly lower level than usual and not tilt the portfolio too much towards either 

growth or value. Our position sizes remain relatively constrained, too. 

Things are likely to become much clearer in the upcoming (traditionally more 

volatile) autumn season. Our biggest fear is that growth slows but is accompanied 

by persistently high levels of cost-push inflation. Such 'stagflation' would be bad for 

practically all asset classes. 

So, having made really good absolute and relative money in the past 12 months, 

we think it prudent now to sail a bit closer to the shore. There may be choppier 

waters ahead. 

. . . . . . . . . . . 

Angus Gordon Lennox, chair of Aberforth Split Level Income - 4 August 

I am conscious that the virus, in its several variants, is still very much with us and 

continues to affect how we live and do business. Nevertheless, it does seem that 

the vaccines have moved the world from apparent disaster to recovery in a 

remarkably short period of time. There is genuine confidence that economic activity 

is rebounding, as investment and consumption increase across the world. This 

optimism is reflected in rising share prices and an uptick in the frequency of M&A 

deals. In addition, for the first time in several years, UK stockmarkets are not being 

left behind by their international peers. While challenges remain under the terms of 

the trade deal with the EU, political uncertainty has diminished. 

An emerging consideration which has been widely commented upon is the potential 

return of inflation. Evidence of inflationary pressures abounds at present, but it is 

unclear whether this is a temporary or lasting phenomenon. If it proves more than 

transitory, it could herald a change in market leadership away from the highly valued 

growth stocks that have flourished under the “lower for longer” interest rate 

environment since the global financial crisis 

. . . . . . . . . . . 

Managers of Aberforth Smaller Companies - 4 August 

The vaccine rally has seen an upsurge in corporate activity around the world. The 

total value of pending and completed M&A deals announced in the first half of 2021 

was an all-time high of $2.8 trillion, according to Refinitiv. The UK has very much 

been a part of this, with the low valuations of British assets proving particularly 

https://quoteddata.com/company/aberforth-split-level-income-trust/
https://quoteddata.com/company/e0gbr01nfp/
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attractive to acquirers. On top of the numerous deals outside the NSCI (XIC), there 

have been nine takeover transactions announced within the index itself. Of these, 

ASCoT held two in its portfolio. The Managers believe that the valuations of both 

these deals were fair, but the risk remains that typical takeover premiums fail to 

reflect appropriate value for small UK quoted companies whose valuations have be 

n depressed by Brexit and the pandemic. It is important not to cede control cheaply 

to opportunistic would-be acquirers. 

On top of the rise in M&A, the UK stockmarket has seen its first meaningful bout of 

IPO activity for several years. Sixteen companies have floated whose current 

market capitalisations could make them eligible for inclusion in the NSCI (XIC) on 

its 1 January 2022 rebalancing. Most of these companies have online business 

models that thrived during lockdown and so, at today’s valuations, are of greater 

appeal to growth investors. The stretch between the valuations of these recent IPOs 

and comparable businesses held in the portfolio is considerable. The Managers 

believe that these divergent valuations fail to reflect the fact that many “old 

economy” businesses have been investing in their online offerings. Well-articulated 

“omnichannel” strategies, under which established businesses seek to sell both 

online and through physical stores, are common and are likely to find increased 

relevance as lockdown measures are eased. 

. . . . . . . . . . . 

North America 

(compare north American funds here) 

Timothy Parton and Jonathan Simon, co-managers of JPMorgan American - 

24 August 

The US economic recovery is well underway and current economic data seems to 

indicate that we are moving towards mid cycle. While the economy is rebounding, 

we recognise that there are risks, and we continue to monitor incremental risks that 

could represent headwinds for US stocks. Unemployment levels, inflation concerns, 

and the actions and commentary of the Federal Reserve are all likely to be integral 

to investor sentiment. In addition, new variants of Covid-19 and the rollout of the 

vaccines will also have a crucial role to play. 

The spread of the Delta variant has amplified talk of the US economy moving past 

the peak point of growth, and the Federal Reserve's relatively more hawkish tone 

since June has indicated that there is a limit to how hot the central bank is willing to 

run the economy. 

There seems to be little evidence at this stage to suggest that the recovery will be 

derailed as economic activity remains strong and the US consumer in aggregate is 

in good health with plenty of spending power. The easiest part of this recovery may 

be behind us, but overall we feel comfortable that economic growth as well as 

earnings growth are likely to exceed our pre-pandemic levels this year, which 

provides scope for the US equity market to move higher from here. 

. . . . . . . . . . . 

Don San Jose, Jon Brachle and Dan Percella, managers of JPMorgan US 

Smaller Companies - 24 August 

Following a record 4th quarter last year, the Russell 2000 Index is up +17.5% in US 

dollar terms and +16.2% in sterling terms for the first half of 2021. Small cap stocks 

https://quoteddata.com/sector/investment-companies/north-and-south-america/north-america/
https://quoteddata.com/company/e0gbr01abf/
https://quoteddata.com/company/e0gbr01abf/
https://quoteddata.com/company/e0gbr00vwf/
https://quoteddata.com/company/e0gbr00vwf/
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have now risen for five consecutive quarters, driven by optimism around vaccine 

roll-outs and the economic recovery. However, the highest returns have been 

concentrated in unprofitable and lower quality stocks driven in part by 

unprecedented retail trading activity. 

Despite occasional pullbacks due to inflation fears, a confluence of encouraging 

economic data, strong corporate earnings, a drop in infections, and fresh spending 

programs from the Biden administration helped drive markets higher. Meanwhile, 

oil prices surged, hitting their highest level in over a year as the US economy grew 

by an annualised rate of 6.4% in the first quarter. Investors also cheered strong first 

quarter earnings that came in well above heightened expectations. While inflation 

fears saw a resurgence in May, comments from policymakers that the spike in 

inflation is transitory calmed investors and helped lift equity markets. Although 

favourable economic data and enormous fiscal stimulus have kept investor spirits 

high, rising inflation and the new variant of COVID-19 remain as potential areas of 

concern. 

In terms of style and market capitalisation, value significantly outperformed growth, 

while small cap stocks outperformed large caps. 

While the economic recovery is well underway, we recognise that this won't be 

linear. Uncertainties surrounding the impact of the Delta variant, speed of 

vaccinations, and inflation pose potential risks. Despite the risk-on rally of lower 

quality stocks, we remain confident that fundamentals will return into favour as we 

move deeper into the recovery. We are staying true to our process, focusing on 

quality businesses at reasonable relative valuations, taking advantage of any 

weakness as opportunities to add to the names we think will benefit the most in the 

long term. We continue to expect a strong rebound in company earnings for the 

remainder of 2021.  

. . . . . . . . . . . 

Global emerging markets 

(compare global emerging markets funds here) 

Michael O’Brien, manager of Fundsmith Emerging Equities - 5 August 

Geopolitical tensions remain in a number of the countries and regions in which the 

Company invests, with the US‑China relationship an ongoing issue. The election of 

President Biden only seems to have created a more coherent policy response to 

China's trade and geopolitical ambitions. Although the most blatant elements of 

populism have been removed from US policy, this has been replaced not only by 

greater cooperation with the country's traditional allies but also greater pressure on 

China to release more information about the origins of the Covid-19 outbreak. 

China's belligerence to Taiwan has also continued. Although we suspect that 

China's armed forces are currently not in a position to invade Taiwan, their 

continued provocation of the island and improved capabilities, suggest that this 

could change over the course of the current decade. 

China is also exerting its power over Hong Kong, where the national security law 

that was implemented last year has led to both reduced pro-democracy activities 

and civil liberties. Exacerbated by Covid-19 (of which we touch on later), political 

protests have taken place in a large number of countries where the Company has 

investments such as Brazil, Bangladesh and South Africa. 

https://quoteddata.com/sector/investment-companies/global/global-emerging-markets/
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As well as political machinations, we have seen a number of countries struggle on 

the economic front. Turkey, Bangladesh and Nigeria remain indices at risk of 

downgrade from the index by MSCI, which has recently announced plans for 

Argentina to be removed from the index series altogether and Pakistan to be 

downgraded from an emerging market to a frontier one. We fortunately do not own 

any indigenously listed companies in these two markets. 

. . . . . . . . . . . 

Maria Luisa Cicognani, chair of Mobius - 3 August 

The Company's outlook for emerging markets remains positive. It was never 

expected that the way out of the pandemic would be smooth sailing, but the direction 

seems clear. An economic recovery is already taking place in many emerging 

markets and even laggards like Brazil have finally returned to growth. The 

International Monetary Fund ("IMF") has forecasted a strong year for emerging 

markets in general, and Asia, in particular.  

I believe that the expansionary pressure on the US-Dollar will continue for some 

time, and this will benefit emerging markets. Yes, there will be policy adjustments 

by the Fed down the line, but these are starting to be priced in. And even if the USD 

strengthens again, this is not necessarily bad for EM companies, especially for 

those which produce locally but sell globally. They will profit. 

The case for emerging markets remains compelling, and possibly has strengthened 

in the last couple of years, with a growing middle class, strong local brands, 

innovative business models and the emergence of some outstanding management 

teams. Emerging markets are rapidly catching up with the developed world, and 

continue to present enormous opportunities for investors. One just has to look at the 

IPO market in recent months, to get a sense of the level of innovation in these 

countries. Furthermore, many emerging markets, particularly in Asia, have dealt 

more effectively with the COVID-19 crisis than the developed world which has 

allowed for a more rapid economic recovery. 

Not only are EMs in general catching up, but the smaller companies in these 

countries are performing particulary well. They continue to trade at lower multiples, 

are less covered by analysts and remain largely undiscovered by the wider market. 

At the same time, these companies are innovative, disruptive and agile. They often 

focus on profitable niches and have created strong brands in their particular area. 

Furthermore, they are often led by the founding families who have an 

entrepreneurial mindset and think long term, for the next generation. These 

companies might be small today, but they have the potential to become the leaders 

of tomorrow. 

. . . . . . . . . . . 

Asia Pacific 

(compare Asia Pacific funds here) 

Charles Clarke, chair of Aberdeen Asian Income - 13 August 

Although Asian stock markets have risen on hopes of successful vaccination rollouts 

in the half year, niggling worries have crept in. Key among them were concerns over 

how the recovering world economy is also creating pockets of inflationary pressure. 

Already, commodity prices have climbed, boosted by the return of consumer 

demand, coupled with supply-chain bottlenecks. This rise in input costs, in turn, is 

https://quoteddata.com/company/mobius-investment-trust-mmit/
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having a knock-on impact on a broad collection of goods and services. Companies 

will try to pass on some of these increased costs to consumers and clients, although 

their ability to do so will hinge on the degree of pricing power they enjoy. Rising 

inflation may see policymakers prematurely withdraw much-needed expansionary 

policy support. While most governments and central banks have provided investors 

with some assurance that they would stay accommodative, a few have broken ranks 

and started to shift away from their easing policy stance. 

In the face of the shifting investment landscape, market participants have adjusted 

their positioning accordingly. For much of 2020, investors favoured companies that 

benefited the most from mobility restrictions.  As working-from-home and home-

schooling became the norm, shares of semiconductor chipmakers, e-commerce, 

internet and other technology companies surged. At the turn of the new year, 

however, mass inoculation globally improved prospects for the world economy and 

investors once again sought out the beneficiaries of economic re-opening. This led 

investors to search for value in more cyclical sectors, including banks and 

commodity-linked stocks.  

The pandemic remains the primary cause for concern. While broadening 

vaccinations could bring forward global recovery, many challenges persist. The 

emergence of more virulent strains of the Covid-19 virus has resulted in renewed 

lockdowns across several Asian countries, including previous success stories, such 

as Singapore and Taiwan. Indonesia is experiencing a spike in fresh infections too, 

which has put its healthcare under pressure, as it did in India in March. If such 

conditions persist, however, the world could see a more uneven recovery. 

Beyond the pandemic, governments face the challenge of maintaining policy 

support for their economies, while staying watchful for key risks of spiralling levels 

of prices and debt. Fortunately, most Asian countries enjoy solid fiscal fundamentals 

that provide leeway for more stimulus, if the situation requires. Reassurances from 

major central banks about maintaining their accommodative stances should bolster 

sentiment as well. Elsewhere, geopolitical developments remain a perennial 

concern, especially with President Biden's sustained pressure to contain China. 

While these are real risks, it is worth pausing to remember that Asia is still relatively 

well-positioned for a recovery. Knowledge about the virus has advanced from a year 

ago. Reflecting this, corporate earnings have improved and your portfolio's holdings 

are delivering robust results and dividend yields. Most governments are also better 

prepared this time around, so the magnitude of economic disruptions from the new 

outbreaks should be less severe than last year. While inflationary risks are rising 

towards the surface, it has been largely driven by supply-side constraints and pent-

up demand, much like the global shortage in semiconductor chips. These 

challenges tend to be temporary as well managed companies learn to overcome 

them via process upgrades and price increases.  

Looking further ahead, the factors that make Asian companies attractive remain 

intact. Moreover, certain trends that have accelerated because of the pandemic, 

such as increased digital adoption, the Internet of Things and the maturation of 

cloud computing, will complement the demographic advantages that are found in 

the region. 

. . . . . . . . . . . 
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Europe 

(compare Europe funds here) 

Sam Cosh, manager of European Assets - 4 August 

This year has seen investors pulled in two directions by contrasting themes. The 

first quarter was dominated by rising expectations of a strong recovery precipitated 

by widespread vaccination programmes. This was supported by encouraging 

economic data and increased inflation expectations leading to rising bond yields. In 

this environment more cyclically sensitive stocks or those ascribed to the 'value' 

style took market leadership. However, towards the end of the period, with the 

emergence of the 'Delta' COVID-19 strain, some indications that the acceleration in 

economic activity was stalling, and that the increase in inflation is potentially more 

transitory, leadership shifted back towards the more predictable earnings qualities 

of 'growth' stocks. The debate around economic activity, inflation and bond yields 

will likely continue through the year with market leadership swinging between styles 

depending on which point of view is in ascendance. 

. . . . . . . . . . . 

Sam Morse, manager of Fidelity European - 3 August 

Continental European markets were strong again in the first half of this year, 

extending their impressive recovery from the sell-off early last year when the 

Coronavirus pandemic went global. 

The early running, in the first quarter of this year, was made by economy-sensitive 

sectors that would be expected to benefit most from an economic rebound if 

governments were to ease pandemic-related restrictions. It was not long, however, 

before the narrative shifted. During the first quarter results season, investors started 

to be concerned about the potential impact of input inflation on company margins. 

Inflation expectations have indeed been rising and a key debate is whether 

inflationary pressures will ultimately prove transitory as Sam Morse, your Portfolio 

Manager, expects, or whether the pandemic has ushered in a new inflationary era 

and a consequent normalisation in both bond yields and the duration of economic 

cycles. This debate has led to a see-sawing leadership of the market between value, 

growth, cyclicals and defensives. Ultimately, however, a rising tide has lifted 

(almost) all boats such that overall returns, even if dampened somewhat in sterling 

terms by the continuing appreciation of the pound, have been good. 

Following the pandemic melt-down, the global economy has recovered more quickly 

and more strongly than many of us expected. As a result, earnings and dividend 

expectations for continental European companies have continued to be upgraded. 

This may carry on, given pent-up savings among consumers and with many 

services still due to reopen fully. Of course, much is already discounted in share 

prices that are at elevated levels compared to history. That has been true for some 

time, however. It is the corollary of low bond yields. Investors should be cautious 

when it appears to be “as good as it gets” because the stock market is an effective, 

and increasingly rapid, discounting machine. Your Portfolio Manager believes, 

however, that it is more likely that these high levels of valuation will persist as 

earnings continue to rise, allowing for further increases in share prices. 

The post-pandemic dynamics of supply and demand, not to mention low inventories, 

are leading to shortages across many areas, such as semiconductors, as noted 

above. There is also a base effect in terms of input prices given the sharp rise in 

commodity prices year on year. Companies that do not have pricing power, which 

https://quoteddata.com/sector/investment-companies/europe/europe/
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are often the strongest performers in value rallies, may suffer a margin squeeze if 

they are not able to pass higher input prices on to their customers. Many “steady-

Eddie” companies with pricing power, such as consumer staples companies have 

lagged the steep recovery in the market on a one-year view, but may be better 

placed to weather this new challenge. 

. . . . . . . . . . . 

Japan 

(compare Japan funds here) 

Nicholas Price, manager of Fidelity Japan - 2 August 

The virus situation in Japan is improving, albeit with differences in approach to 

tackling the problem on a regional basis. It is encouraging that the vaccine rollout 

has accelerated sharply in recent months. While the country is clearly moving in the 

right direction, the proliferation of new COVID-19 variants and the potential for 

renewed restrictions are near-term risk factors that we continue to monitor. 

Manufacturing companies in Japan remain highly geared to a cyclical recovery in 

global trade and production, and COVID-19-sensitive services sectors are poised 

for a sharp rebound as the domestic economy normalises in the second half of the 

year. An upswing in global growth alongside rising inflation expectations and a 

weaker yen is a favourable combination for corporate profits in Japan. Against this 

backdrop, the market is entering a transitional phase, during which earnings growth 

and individual company fundamentals take over from multiple expansion and 

growth-at-any-cost as we saw last year. 

As I start to see better earnings announcements in fiscal 2021, there will be an 

opportunity to pick up companies that are changing into or returning as growth 

names. A number of themes present themselves. Certainly, clean energy and 

environmental efficiency are areas where Japan has some very competitive 

companies that can supply solutions to meet the regulatory and productivity needs 

of customers globally. COVID-19 has also accelerated trends in e-commerce and 

digital transformation. As profits recover, companies will prioritise those areas. I am 

also looking to cast the net further and find companies with recovery potential in 

areas such as leisure and travel as the vaccination rollout in Japan accelerates. 

Japan continues to offer a wealth of under-researched mid/small-cap growth 

companies, where I typically find better business models and higher returns on 

equity, and management is more incentivised in terms of shareholder returns. Active 

managers have the opportunity not only to invest in established global leaders, but 

also to unearth less well-known companies (including pre-IPO), where lower levels 

of analyst coverage can often create some great mispriced opportunities. 

. . . . . . . . . . . 
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Flexible Investment 

(compare flexible investment funds here) 

 Francesco Goedhuis, CEO, and Ron Tabbouche, CIO of RIT Capital Partners 

- 2 August 

The first half of the year saw the gradual easing of Covid-19 restrictions following 

the successful deployment of vaccination campaigns. Those nations that fared 

better in terms of speed and uptake experienced an improvement in growth, but 

also the highest inflation numbers for decades. 

Global equity markets responded positively, as the spectre of short-term interest 

rate rises was seemingly discounted. The consensus appeared to view the inflation 

jump as transitory, with central banks comfortable overshooting their targets in the 

short term. Nonetheless inflation fears and the possibility of an end to the era of 

cheap money will continue to be a source of concern. 

While equity markets were generally positive, there was a wide dispersion across 

sectors, styles and regions. The rotation from so called 'long-duration' to 'short-

duration' stocks, which began in the last quarter of 2020, continued this year with 

value stocks outperforming growth stocks for much of the period. On a regional 

basis, many Western markets saw low double-digit returns, with slower vaccination 

rates weighing on Japanese equities, and the Chinese market under pressure from 

policy and, more importantly, regulatory tightening. 

The fixed income market had a difficult start as yields pushed higher, particularly on 

long-dated bonds. With a recent more hawkish stance on rates from the US Federal 

Reserve, there has been a material shift in the shape of the curve with longer-term 

yields declining, while yields at the shorter end increased. This flattening of the 

curve dented the positive momentum of many reflationary assets. 

Sterling outperformed most major currencies over the last six months, fuelled by a 

successful vaccination programme and a Bank of England that remains resolute in 

addressing the potential rise of inflation. The US dollar was on the back foot as US 

real rates declined meaningfully, although the currency started to gain momentum 

in the second quarter. 

. . . . . . . . . . . 

Commodities & natural resources 

(compare Commodities & natural resource funds here) 

Evy Hambro and Olivia Markham, managers of BlackRock World Mining - 19 

August 

DECARBONISATION, A MULTI DECADE DRIVER FOR THE SECTOR 

Decarbonising power, industrial manufacturing, transportation and food are key 

structural trends that will persist for decades to come. Over the last twelve months 

we have seen announcements from major economies, most notably China and the 

US, regarding their commitment to reach net zero. The scale of investment required 

to meet this goal is enormous, with commodities playing a key role in this transition. 

From a mining sector perspective, we look at decarbonisation from two angles. The 

first looks at how the mining sector is reducing emissions from their own operations 

as well as their customers’ emissions. The second area looks at how 
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decarbonisation impacts the demand for the various commodities and which 

commodity markets will see significant change once carbon is appropriately priced. 

Over the last year we have seen mining companies articulate how they will reduce 

their own emissions, with companies generally looking to reduce emissions by 30% 

by 2030, with many targeting net zero by 2050. Over the next decade, the reduction 

of emissions is largely achieved by switching to a renewable power source for 

mining fleets, transportation and parts of the processing circuit. However, in order 

to achieve net zero, the industry will need to see significant advances in technology 

particularly around the use of green hydrogen. We are actively engaged with 

management teams with regard to these goals and the capital that will be required 

to achieve it. This is a top priority for management teams with decarbonisation 

spending sitting alongside capital for growth and reinvestment.  

In regard to the impact of decarbonisation on commodity demand, we continue to 

view copper, battery related materials (lithium, cobalt, nickel) and rare earths as key 

beneficiaries. Each of these commodities will see significant demand growth as 

renewable energy investment is increased, the grid is upgraded, electric vehicle 

penetration grows and the requirement for battery storage increases. Another 

interesting dynamic is the structural change we expect to see in various commodity 

markets once carbon is appropriately priced. This is most significant for the 

aluminium and steel industry given their energy intensity. China’s steel industry 

alone accounts for 5% of global greenhouse gas emissions so it is imperative for 

these upstream sectors to be addressed. As part of this transition, we expect older 

more pollutive capacity to be curtailed which should improve industry structure and 

margins. As carbon taxes are rolled out globally, there will be clear winners and 

losers where those companies with existing access to low carbon power, or superior 

decarbonisation technology, will benefit. Not only will these companies face less 

carbon taxes, but they may also be able to charge premiums for their products given 

the demand for low energy and sustainable materials by customers. 

BASE METALS 

Base metal prices went from strength to strength during the six-month period, 

benefiting from strong underlying demand, tight physical markets, rising inflation 

expectations and increased confidence around the rollout of large-scale 

infrastructure packages. This marked a new all-time high for the copper price in mid-

May as the market began to appreciate the significant increase in copper demand 

that will be required to support this growth, as well as long-term demand from 

decarbonisation spending. 

An encouraging feature of base metal markets over the last six months has been 

the pace of recovery in the developed world (namely the US and Europe), creating 

a more diversified and robust demand outlook in our view. Given China’s dominance 

of commodity markets for much of the last two decades, a resurgence in western 

world demand as major economies start to spend on net zero initiatives, has the 

potential to create a global capex cycle akin to what we saw in the early 2000s. 

Despite the 20.7% move higher in the copper price during the first half of the year, 

we continue to remain positive on the longer-term outlook for the metal. Copper is 

a clear beneficiary of the energy transition and focus on renewable and green 

investment, whilst at the same time the industry is facing mine supply challenges 

and a looming supply gap that will require high prices to incentivise all available 

material into the market.  

Amongst the other base metals, the aluminium price was up by 27.2% benefiting 

from strong demand from the automotive, construction and packaging industries, 
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while supply remained constrained by high freight rates, limited scrap availability 

and constraints over China’s domestic capacity. Amongst the commodities, we 

expect to see significant structural change in the aluminium market once carbon is 

appropriately priced which will significantly benefit those producers accessing 

renewable power sources and will likely see curtailment of pollutive Chinese 

domestic production. The nickel market began the year well with strong stainless 

steel demand and supply-side issues at the world’s largest nickel producer, Norilsk 

Nickel. However, the announcement from Tsingshan, a leading nickel pig iron 

producer, that it can convert its material into battery grade nickel, has capped some 

of the upside for the nickel market. 

BULK COMMODITIES AND STEEL 

For the sixth year running, the iron ore price has exceeded market expectations with 

the average iron ore price during the six-month period equalling US$182/t versus 

consensus expectations made at the beginning of the year of US$137/t for the first 

half. Record steel demand, improved steel margins due to emission controls in 

China and modest supply-side issues has resulted in a tighter market than 

expected. From a current price of US$218/t it is natural to expect prices to moderate, 

but our expectation is that the price settles at a higher level than expected and well 

above what the market is pricing into iron ore exposed equities. Another interesting 

dynamic of the iron ore market has been the lack of material supply response to 

higher prices, which is in contrast to the last iron ore bull market and highlights the 

ongoing discipline we have seen across the industry. While there have been a 

number of iron ore growth projects announced by juniors and Chinese led 

consortiums over the last 12 months, we do not see this as materially impacting the 

market for the next couple of years. 

Coal markets (both metallurgical and thermal) have been one of the most interesting 

commodity markets we have seen over the last 18 months. Both have experienced 

significant supply distortion following China’s ban on imports of Australian thermal 

and metallurgical coal in response to deteriorating Australia-China relations. This 

has resulted in a very significant dislocation between Chinese domestic coal prices 

and international seaborne prices, which has put significant pressure on Chinese 

steel producers and power producers. Unless we see a reversal of the ban, we 

expect ongoing tightness in both markets for the remainder of the year.  

The rally in global steel prices has been exceptional with new all-time high steel 

prices set in the US, Europe and China. The strength in steel prices has taken the 

market by surprise with the industry showing significant discipline in not bringing 

back idled capacity over this period. We believe the steel industry is on the cusp of 

structural change with increased focus on carbon emissions. The industry is 

reducing production from pollutive blast furnace capacity and transitioning towards 

lower carbon production (electric arc furnaces and hydrogen-based production) 

which will reduce overcapacity, improve margins and better position the industry 

once carbon taxes are introduced.  

PRECIOUS METALS 

Unlike the recovery fuelled performance of the industrial metals, the precious metals 

have remained largely range bound at high levels over the first half of the year with 

the gold price down by 7% and silver down by 1.5%. The gold price has been largely 

driven by two opposing forces, concern over rising inflation which saw the gold price 

reach US$1,900/oz in May 2021 and, on the flip-side, the risk of increasing rates 

with the US Federal Reserve signalling in June the first interest rate increase in 

early 2023. We continue to expect a largely range bound gold price for the 

remainder of the year unless we were to see structurally higher inflation. The price 
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of silver closely tracked the gold price during the period, with the gold/silver ratio 

remaining around 70:1. We have seen a solid recovery in silver’s industrial demand 

over the last year, with longer-term upside potential from greater solar penetration 

and increasing usage of semi-conductors. 

An encouraging feature of the gold equity market over recent years has been the 

increased focus on shareholder returns, with higher gold prices translating into 

higher margins, free cash flow and dividends. This trend has generally continued 

through 2021, albeit margins have been compressed with the softening in the gold 

price and certain producers seeing increased cost inflation. Whilst the portfolio has 

continued to hold a lower allocation (18.3%) to gold companies versus a similar time 

last year (35.2%), we have maintained our strategy of focusing on high quality 

producers who have an attractive operating margin and solid production profile and 

resource base.  

SUSTAINABLE METALS 

The shift towards electric vehicles (EVs) continues to be one of the strongest trends 

we foresee. We expect a more than 10-fold increase in the size of the market by 

2030 from 2020 levels, which creates growth opportunities for those companies 

supplying the materials that enable that transition.  

Transportation was significantly impacted by the COVID-19 pandemic with global 

passenger car sales falling by 17% year-on-year in 2020. Encouragingly, sales have 

rebounded with the IHS Markit forecast for 14% growth in 2021, leaving us still 5% 

below 2019 levels. Sales have been constrained by supply chain semiconductor 

shortages and there is evidence of significant demand with price increases seen in 

the second-hand market. 

The outlook for the electrification theme has been strengthened by recent events. 

COVID-19 may have encouraged people to favour car ownership in order to avoid 

the use of public transport. More importantly we are seeing government stimulus 

focused on restarting economies post lockdown, targeting sustainable themes, with 

electric vehicles an important pillar of that. 

A critical component of the electric car is also the e-motor, which most commonly 

uses a Praseodymium-Neodymium (NdPr) magnet, an alloy of two rare earth 

elements (REE). The increased demand for EVs has resulted in increasing demand 

for NdPr, with the price up by 16.4% during the first half of 2021. REE are commonly 

mined and processed in China and have been deemed of strategic importance by 

both Europe and the US.  

EV battery raw materials include cobalt, where London Metal Exchange prices were 

up by 74.3% in the first six months of 2021 as demand recovered driven by battery 

demand, particularly EV batteries. This was despite a move to lower cobalt intensity 

cathode materials with higher nickel or lithium iron phosphate chemistry. 

Significantly, in the first half of the year Glencore announced the 2022 restart of the 

Mutanda mine in the DRC, which will most likely be ramped-up in a way that keeps 

the market balanced.  

Another battery metal likely to benefit from the increased demand for lithium 

batteries is nickel which is contained in the cathode of the battery. However, today, 

the number one use of nickel, which also drives near-term demand, is stainless steel 

production. Not all nickel production is created equal when it comes to suitability for 

different end-uses, and for battery cathodes the most efficient raw nickel units are 

nickel sulphide tonnes, whilst for stainless steel ferronickel is very cost effective.  
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2021 has seen growing excitement about the potential for hydrogen to disrupt the 

commercial vehicle market. Compared to batteries, hydrogen and fuel cells offer 

better energy density, improved range and faster refuelling, giving them an inherent 

advantage in efforts to decarbonise high utilisation transport like industrial trucks. 

That said, there are substantial hurdles to overcome, with costs needing to fall 

dramatically for the switch to be economic. We see the technology’s long-term 

potential but believe that we are still in the early stages of its development. Platinum 

is crucial to the adoption of hydrogen fuel cell and electrolyser technologies. 

. . . . . . . . . . . 

Private equity 

(compare private equity funds here) 

Investment manager of Apax Global Alpha - 19 August 

2021 has so far been dominated by Covid-19 and the vaccine rollout. A global 

phenomenon, Covid-19 saw some 180m confirmed cases and c.4m reported 

fatalities as at 30 June 2021 according to the World Health Organization, figures 

which almost certainly understate the true scale of the pandemic. 

While we are seeing new variants of the virus emerge, and the virus remains deadly 

in many parts of the world, the vaccine has proven to be effective in weakening the 

link between cases, hospitalisations and deaths. This has allowed many 

governments to gradually re-open their economies, in particular the US, the UK, 

Israel and a number of European countries. 

As a result of economies re-opening, significant monetary and fiscal stimulus and 

pent-up demand, global GDP is forecast to grow by 6.7% in 2021 after a decline of 

3.3% in 2020. The US and China are forecast to grow particularly strongly in 2021 

at 6.9% and 8.5% respectively. However, the recovery is uneven with certain service 

sectors such as travel continuing to struggle whilst technology broadly continues to 

thrive. 

This favourable macro-economic backdrop combined with loose monetary policy is 

now giving rise to concerns around inflation. Whilst many argue that the current 

spike is transitory, should more structural inflation take hold, tightening monetary 

policies may lead to decreased market multiples, especially for long duration, high-

growth assets without demonstrated pricing power. 

Given this environment, the current focus is to capitalise on high valuations to exit 

those investments that have completed their "good to great" transitions or re-rated 

to very high levels in the private equity portfolio. In terms of new investments, the 

Apax Funds seek - and continue to find - idiosyncratic situations within the target 

sectors and sub-sectors where opportunities exist to "transform" an asset and 

generate alpha by increasing its quality through business improvement. 

Following the dramatic swings in 2020, equity markets have performed strongly with 

the S&P up 15.3% and STOXX Europe 600 up 13.5% for the half year to 30 June 

2021. 

On the back of the macro-economic rebound, consensus corporate earnings are 

expected to grow strongly at over 30% for the S&P for 2021 and about 10% for 

2022. However, price-to-earnings ratios remain at elevated levels, albeit are more 

reasonable on an equity risk premium basis given very low long-term bond yields. 

https://quoteddata.com/sector/investment-companies/other-sectors/private-equity/
https://quoteddata.com/company/f00000vxql/


 

 

Economic & Political Roundup 

Investment companies | September 2021 23 

Although there has been some recovery in more cyclical value stocks as investors 

anticipate the recovery, there continues to be a very significant divergence in 

performance between sectors and companies as investors differentiate between 

those that are likely to be long-term winners, and those that could be structurally 

challenged.  

. . . . . . . . . . . 

Richard Pindar, director of Literacy Capital - 16 August 

Despite the challenges posed by Covid-19, with travel restrictions and lockdowns 

across the UK and other parts of the globe, as well as heightened and volatile 

demand in certain areas of the economy, several businesses are exceeding our 

expectations. In particular, many of our larger assets are enjoying buoyant demand 

and strong momentum, which we expect to fuel further NAV uplifts in H2 2021. 

Looking ahead, due to the growth, strong trading and cash generation, we believe 

we can unlock opportunities to generate cash to finance future new portfolio 

company investments. This ensures we can avoid falling into the trap of selling high 

performing investments prematurely.  

. . . . . . . . . . . 

Helen Steers, manager of Pantheon International - 5 August 

During the last eighteen months, the turbulence caused by the COVID-19 health 

crisis has reverberated through every region of the world, resulting in vast social 

and economic damage and generating extraordinary movements in financial 

markets. 

At the time of writing, many countries are beginning to emerge slowly from the 

pandemic, supported by the unprecedented policy actions of their governments, and 

the accelerating rollout of vaccination programmes. The major economies are 

showing initial signs of a sustained rebound, driven by increased consumer and 

business confidence. Forecasts for the global economic recovery continue to tick 

higher, primarily driven by the USA, which reported stronger than expected growth 

in the first quarter of 2021. The release of pent-up demand in the developed world 

is also likely to be a contributing factor. China has continued its recovery and growth 

expectations for 2021 and 2022 have been revised up slightly while the picture is 

more mixed in the rest of Asia. Of course, many economies still face significant 

challenges in combatting the social and economic damage wrought by the COVID-

19 crisis and this cautiously positive outlook may be threatened by the emergence 

of new variants of the COVID-19 virus, a potential slowdown in consumer spending 

and the withdrawal of government support. In addition, inflation concerns are taking 

hold and the public markets are already pricing a potential rise into their 

assumptions, although it is unclear whether inflationary pressures may be transitory 

or longer lasting. These are factors that we consider as we manage PIP's portfolio 

and assess new deal opportunities. 

The indications are that private equity has been left relatively unscathed by the 

COVID-19 crisis, with deal activity, exits and fundraising all recovering strongly in 

the second half of 2020, and into 2021. Furthermore, private equity performance 

through the crisis has been robust, and the asset class has demonstrated lower 

volatility than public markets. Although private equity valuations dipped in the first 

half of 2020, as a result of the onset of the COVID-19 crisis, they did not fall as far 

as the public markets and rebounded strongly in the second half of the year. After 

a hiatus in deal and exit activity during the second quarter of 2020, private equity 

bounced back to end the year only slightly behind 2019. Fundraising activity was 

https://quoteddata.com/company/literacy-capital-book/
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also strong overall, although there was a bifurcation between the most in-demand, 

invitation-only funds, which closed rapidly and at their caps, versus less popular 

vehicles. 

. . . . . . . . . . . 

Mark Tennant, chair of BMO Private Equity - 27 August 

The private equity market has recovered strongly from the worst effects of the 

pandemic and there has been a very active market since the final quarter of last 

year. The appetite of the private equity investors for resilient, often tech enabled 

businesses, has clearly been sharpened. There is also interest in more prosaic but 

nonetheless robust businesses which have traded well despite the challenges. 

Fortunately, our portfolio is represented in both categories as shown by the recent 

strong realisations. The international diversification has also served us well with 

many of our European and North American holdings trading strongly and several of 

them achieving or planning exits. Amongst a number of positive features, the 

increased use of the public markets as an exit route for private equity is noticeable 

over the course of this year. The combination of the post pandemic recovery, a 

switch in appetite towards tech enabled and other resilient businesses and the 

accessibility of the public markets bodes well for the remainder of this year.  

. . . . . . . . . . . 

Hedge funds 

(compare hedge funds here) 

Anne Farlow, chair of Pershing Square - 25 August 

The first half of 2021 continued to be a challenging time for the world as economies, 

companies, and individuals have had to adapt to the changes imposed on us by the 

global pandemic.  

There may continue to be short term volatility in the markets, and that there is likely 

to be an increase in interest rates to address rising inflation due to actions taken by 

the U.S. Federal Reserve, the trillions of dollars of stimulus from the U.S. 

Government, and the unleashing of pent-up global demand.  

. . . . . . . . . . . 

Managers of BH Macro - 31 August 

At the start of the year, the Master Fund was positioned for a period of economic 

reflation in order to take advantage of the impact of unprecedented global fiscal and 

monetary support combined with the promise of reopening as COVID-19 

vaccination programs gained traction. After the special election in Georgia produced 

effective Democratic party control of the Congress, the prospect of super-charged 

fiscal expansion in the US beginning with passage of the $1.9 trillion American 

Rescue Plan resulted in the Master Fund being positioned for higher and steeper 

interest rate curves, higher breakeven inflation, a weakening of the US Dollar 

against a range of currencies that would benefit from global growth as well as higher 

commodity and equity prices. As a separate but related strategy, the Master Fund 

focused on the relative outperformance of the UK versus the Euro area, which 

lagged behind in terms of fiscal support, monetary policy easing, and vaccination. 

Broadly speaking these positions performed in the first quarter but were subtracted 

from by losses from an unexpected and presumably government-engineered 

https://quoteddata.com/company/bmo-private-equity-trust-bpet/
https://quoteddata.com/sector/investment-companies/other-sectors/hedge-funds/
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https://quoteddata.com/company/f000000emv/


 

 

Economic & Political Roundup 

Investment companies | September 2021 25 

depreciation in the Chinese Yuan and emerging market interest rate trading as well 

as precious metals which didn’t follow the trend in other commodities. 

In the second quarter, the differences across countries in terms of fiscal and 

monetary policy support and the pace of reopening became increasingly apparent. 

Despite robust growth in the US and upside surprises to inflation, global interest rate 

markets reversed course and unwound about half the dramatic sell-off seen in the 

first quarter. In concert, FX trends reversed course with the Euro rallying against 

Sterling and the US Dollar gaining against a range of currencies. As a result, much 

of the performance enjoyed in the first quarter was reversed. 

Moving into the second half of the year, the divergences are poised to increase. 

Emerging market central banks are raising rates to defend their currencies and 

combat inflationary pressures. Smaller developed market central banks are moving 

at various speeds to unwind quantitative easing and begin rate normalisation. The 

Federal Reserve, which had led the way in terms of inflation overshooting, will begin 

the debate about tapering quantitative easing and define an outcomes-based policy 

that could lead to lift-off as soon as the end of 2022 if the economy maintains its 

momentum or later if the economy suffers a setback from various downside risks 

like a renewed surge in COVID-19, a drop-off in fiscal support, or a global slowdown. 

Meanwhile, the Euro area has committed itself to further monetary policy easing as 

it adopts a symmetric 2% inflation target and an acceptance of ex-post inflation 

overshooting as fiscal policy easing is deployed. 

. . . . . . . . . . . 

Debt 

(compare debt funds here, here and here) 

Antonio Roman, maanger of Axiom European Financial Debt - 24 August 

During the first half, extensive fiscal stimulus packages from European Central 

Banks enabled consumers to save further, enhanced liquidity and preserved 

corporate balance sheets and financing conditions. This, together with the progress 

made in vaccination campaigns across Europe, that led to the easing of various 

lockdown restrictions and record consumer spending, created a very favourable 

backdrop for bonds issued by financial institutions and helped to drive our standout 

performance during the period. 

Looking ahead, policymakers will need to address both rising financial stability risks 

and an uncertain outlook for the health of businesses across the Eurozone. While 

this is complicated further by the additional constraint of maintaining moderate 

issuance spreads across European countries, we believe that there are plenty of 

opportunities ahead despite these uncertainties.  

We anticipate lower but more flexible asset purchases, a tightening of mortgage 

lending conditions, a shift in policies to support businesses rather than consumers 

and, while interest margins remain pressured by the excess of liquidity, the prospect 

of steeper curves as inflationary pressures intensify, all of which will support the 

ongoing performance of the fund. 

On the regulatory front, supervisors confirmed the alignment of grandfathering 

periods for MREL and capital eligibility. The EBA, in its fourth AT1 Monitoring 

Report, reminded banks that all instruments within the same capital bucket, whether 

legacy or new style, could not have different rankings in resolution. Market activity 

was high, with calls at par and tenders from several issuers, including BBVA, DZ 

https://quoteddata.com/sector/investment-companies/debt/debt-direct-lending/
https://quoteddata.com/sector/investment-companies/debt/debt-loans-bonds/
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Bank, RBI, NatWest, Nationwide and Lloyds. We expect this trend to intensify as 

we approach the end of the Basel III grandfathering period by December 2021 and 

continue to see significant value in this legacy universe. 

. . . . . . . . . . . 

Rhys Davies and Edward Craven, managers of Invesco Bond Income Plus - 

24 August 

It has been a solid start to 2021 for high yield bond markets. The ICE BofA European 

Currency High Yield Index delivered 3.3% in sterling terms, with a positive return in 

each calendar month. 

High yield bond markets benefitted from the positive economic outlook combined 

with the prospect of ongoing central bank support. This backdrop has led some 

commentators to revive the ‘goldilocks’ analogy for risk markets. 

Nonetheless markets have continued to see periods of volatility. Much of this was 

caused by fears that the huge stimulus programmes from governments and central 

banks in response to Covid-19 would lead to a significant and protracted increase 

in inflation. There was also much debate around the possibility of central banks 

removing support and the potential timing of future interest rate hikes. Comments 

from central bankers at times exacerbated, and at other times soothed, these 

concerns. In addition, fears of further lockdowns in response to new Covid-19 

variants weighed on markets. 

It was the better-quality end of bond markets that fared worst as this tends to be 

more sensitive to changes in interest rates. According to ICE, sterling investment 

grade corporate bonds returned –2.80% and UK Gilts -5.82% for the six-month 

period. 

High yield markets did see a significant dispersion of returns with the high yielding 

bonds that are lower rated significantly outperforming those with higher ratings. 

According to ICE, BB-rated bonds returned 2.52%, B-rated 4.0% and CCC and 

lower returned 9.84% (all returns in sterling terms). 

The yield on the ICE BofA European Currency High Yield Index fell from 3.34% to 

3.04% over the period and saw an all-time low of 2.96% in early June. Spreads (the 

additional yield over government bonds) continued to narrow, falling from 365bps to 

304bps. While spreads are now low, they compare favourably with investment grade 

spreads. The spread on the ICE BofA Sterling Investment Grade Corporate Index 

fell from 113bps to 106bps. 

With yields back at or below pre-Covid-19 levels demand for income generating 

assets remains high. This has led to record levels of high yield issuance as 

companies seek to build up cash surpluses, repair their balance sheets or simply 

re-finance at a significantly lower cost. According to data from JPMorgan, European 

high yield issuance over the past six months was €93.1 billion, almost as high as 

seen for the whole of 2020, which at €103.3 billion was a record year. 

With most companies once again able to access finance and the global economy 

continuing to recover, default rates continue to fall. According to Moody’s, as at the 

end of June only 28 issuers have defaulted year to date, roughly a quarter of the 

114 defaults in the same period last year. Moody’s go on to forecast that their 

baseline trailing 12-month default rate will fall from the current 3.9% to 2.2% in June 

2022. 

. . . . . . . . . . . 

https://quoteddata.com/company/f00000wl2x/
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Reuben Jeffery, chair of Riverstone Credit Opportunities Income - 12 August 

The beginning of 2021 brought about a vastly improving macro environment, with 

the trend continuing in the second quarter. Brought on by the successful vaccine 

rollout and increased demand in major economies, particularly the U.S. and China, 

commodity prices have seen drastic improvements this year. S&P Energy Index is 

up over 40% year to date through June and WTI prices are up 54% in that same 

time period. 

. . . . . . . . . . . 

Renewable energy infrastructure 

(compare renewables funds here) 

Helen Mahy, chair of The Renewables Infrastructure Group - 6 August 

2021 looks to be a pivotal year for the climate change agenda. The United States 

has re-joined the Paris climate agreement, countries around the world have 

accelerated their decarbonisation goals and the UK will host COP26 in November. 

This action is supplemented with an ever-growing investor focus on sustainability 

considerations and companies setting their own net-zero goals. 

The revolution in the energy systems across Europe present significant 

opportunities for TRIG whilst sustainability considerations and the attraction of yield 

are increasing asset pricing. In that context, portfolio construction and investment 

discipline are key.  

. . . . . . . . . . . 

Environmental 

(compare environmental funds here) 

Managers of Impax Environmental - 4 August 

The positive absolute and relative performance versus the FTSE ET100 reflected a 

combination of strong asset allocation and stock selection. IEM benefitted from its 

underweight position in Renewable Energy which saw a valuation correction from 

previously inflated levels, together with overweight positions in Food, Agriculture & 

Forestry, and Water Infrastructure, which are all positively exposed to the re-

opening of the global economy.  

We have closely followed the debate on the inflation outlook and its potential 

implications for the portfolio. The impact of sustained inflation varies across 

environmental markets.  

KEY DEVELOPMENTS AND DRIVERS OF ENVIRONMENTAL MARKETS 

Renewable energy retrenchment and re-evaluation 

The renewable energy sector was the strongest performing environmental 

subsector in 2020, driven by escalating government targets for cleaner power 

generation as part of the transition to net zero carbon emissions. Performance was 

compounded by substantial inflows into passive clean energy exchange-traded 

funds ("ETFs"); assets in just two leading ETFs jumped from $760 million to $10.6 

https://quoteddata.com/company/riverstone-credit-opportunities-income-rcoi/
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billion between January 2020 and March 2021, with these funds invested into a 

relatively small number of holdings. We had flagged valuation challenges in 

renewable energy, and we had therefore reduced exposure in the second half of 

2020. In the first half of 2021, profit taking and a rebalancing of ETFs to increase 

the number of holdings led to weak performance by the sector which fell by 20.6% 

in the Period. 

However, it is worth noting a few figures from the IEA's net-zero roadmap as a 

reminder of the medium-term prospects for the sector. The IEA estimates that 

achieving net-zero by 2050 would require annual additions of solar photovoltaics to 

reach 630GW by 2030, and wind to reach 390GW, four times the records set in 

2020, to create an energy sector "dominated by renewables". It would see 

renewables (including hydro, geothermal and bioenergy as well as wind and solar) 

deliver two-thirds of total energy supply by 2050. 

"Circular" and "Sharing" economy opportunities 

Impax believes that consumers are in the early stages of transitioning from an 

economy based on ownership and consumption to one based on sharing and 

renting, and on "circularity", where products are designed with recycling in mind and 

manufactured from recyclable or sustainable materials. This transition is 

underpinned by significant policy, including the EU Circular Economy Action Plan, 

a component of the EU Green Deal, which aims to increase the bloc's GDP by 0.5% 

per year by 2030, and create 700,000 jobs.1 

Meanwhile, leasing equipment such as cranes and industrial tools, can enable 

higher rates of utilisation, of typically higher quality and better maintained hardware, 

than might be achieved by a company owning its equipment. This can deliver 

significant lifetime emissions savings of 30-50% over the course of an asset's life. 

In addition, the sub-sector benefits from attractive fundamentals, including 

increasing rental penetration and a consolidating market. 

Digital infrastructure 

The COVID-19 pandemic has triggered behavioural and cultural shifts that are 

accelerating the emergence of the digital economy, including the use of cloud 

computing to enable online collaboration, the remote control of infrastructure, and 

the use of digital technology to better coordinate the delivery of public services. 

The resulting investment in digital infrastructure and ongoing cloud migration 

present significant climate change mitigation benefits. Consolidating separate IT 

functions within a single data centre delivers economies of scale and can meet 

computing requirements using less electricity. Furthermore, as data centres are 

increasingly powered by renewables, the carbon footprint of the digital economy is 

reduced. Digital infrastructure also offers climate change adaptation benefits. 

Distributed infrastructure, supported by continuous power supply systems, can 

deliver uninterrupted connectivity in the face of extreme weather events. 

The IPO market 

The strong recovery from the COVID-19 pandemic and buoyant equity markets 

have triggered a rush to take private companies public through traditional initial 

public offerings and through shell special purpose acquisition companies. 

General investor enthusiasm for environmental and sustainability themes, and high 

levels of risk appetite, have encouraged management and their advisors to place 

high valuations on these companies. We have tended to consider these valuations 

to be overdone and remain sceptical that they are likely to deliver the earnings to 

justify them. 
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As investors in this space since the 1990s, we have seen several similar waves of 

'irrational exuberance' regarding environmental market stocks, where inflows from 

non-specialist investors overwhelm the ability of the sector to usefully absorb the 

capital that is chasing opportunities. We remain determined to maintain investment 

discipline and participate only in IPOs in well-established companies of high quality 

and with justifiable valuations. We considered several but did not participate in any 

IPOs in the Period. 

. . . . . . . . . . . 

Property 

(compare UK property funds here) 

Paul Williams, chief executive of Derwent London – 10 August 

Business activity has been improving as London follows the roadmap out of 

lockdown and with the increased level of vaccinations. We believe it is the strength 

of the London economy and its adaptability in attracting new sectors that will 

ultimately determine demand and Derwent London's long-term growth. London's 

large, relatively young and well-educated labour pool continues to attract growing 

businesses. All of this further endorses our confidence in London. 

Office demand has focused on much more than just location and price for some 

time. A building's adaptability, amenities, ability to promote wellbeing, sustainability 

and 'digital intelligence' are increasingly important to occupiers. The pandemic has 

further highlighted these broader issues. High quality office space is an important 

weapon in promoting a business's culture and the 'war for talent'.  

Many businesses are still considering how changing working practices will affect 

them in the future. However, we expect space requirements to continue to focus on 

peak occupational demand, which often requires a significant proportion of the 

workforce to be present at one time. Less individual desk space may be replaced 

by additional video conferencing facilities. In addition, as more businesses return to 

their offices the need to be 'at the centre of things' will be reinforced. 

. . . . . . . . . . . 
 

Fredrik Widlund, chief executive of CLS Holdings – 11 August 

With the easing of the majority of lockdown measures in our three country markets 

(Germany, France and the UK), we expect activity to see a pronounced pick-up in 

the rest of the year. Our balance sheet remains resilient which supports our 

transactional activity. These transactions will remain opportunistic with some 

selective disposals likely in the second half.  

Whilst we expect the return to offices will support increased activity, we also 

recognise that the market has become more discerning in terms of the space that 

is sought after. CLS is continuing to focus on its tenants by providing modern, quality 

space with great amenities and facilities and, as announced today, sustainability 

improvements continue to be made.  We also recognise that space and leases need 

to remain flexible all while providing well-located buildings at affordable rents. 

. . . . . . . . . . . 

Aubrey Adams, chairman of Tritax Big Box REIT – 5 August 

We are still in the early stages of a long-term growth cycle in the UK logistics real 

estate sector. The structural tailwinds driving occupier demand, notably the 

https://quoteddata.com/sector/investment-companies/property/property-uk-commercial/
https://quoteddata.com/company/0p00007ovw/
https://quoteddata.com/company/0p00007o4q/
https://quoteddata.com/company/f00000s8sr/


 

 

Economic & Political Roundup 

Investment companies | September 2021 30 

accelerating growth in e-commerce, remain firmly in place, contributing to the 

ongoing occupational demand-supply imbalance. As more of the sites within our 

development portfolio mature through the planning process, we increase our ability 

to capture these unprecedented levels of demand, particularly in a sub-sector which 

exhibits significant barriers to entry. Aligned to this, we expect to see further letting 

activity in the second half of this year. In conjunction with increasing development 

activity, we also expect to capture further rental growth in our investment portfolio, 

from the attractive combination of open market and inflation-linked rent reviews 

falling due over the remainder of this year and the next. To support our development 

and investment activity and maintain our portfolio strength, we will look to take 

advantage of the strong market conditions and continue to selectively dispose of 

assets that no longer meet our investment criteria. 

. . . . . . . . . . . 

Will Fulton, investment manager of UK Commercial Property REIT – 5 August 

Most remaining COVID-related restrictions were relaxed in England on 19 July, 

despite a growing third wave of infections driven by the Delta variant. Encouragingly, 

the successful vaccination programme in the UK appears to have significantly 

weakened the link between infections and hospitalisations. However, the risk to less 

well-vaccinated countries of the more infectious Delta variant, where two vaccine 

doses are required to afford high levels of protection, is likely to continue to restrict 

international travel both into and out of the UK, with negative implications for some 

key real estate sectors and markets. Hotels, leisure and luxury retail in central 

London are the most susceptible to protracted travel restrictions. 

The tapering down of relief from business rates will put further pressure on those 

sectors later in the year, although vulnerable occupiers will benefit from the 

government’s controversial decision to extend the moratorium on tenant evictions 

until March 2022. The re-basing of retail and leisure rents is ongoing but the process 

has much further to run in fashion-oriented shopping locations, particularly in 

shopping centres and traditional High Street locations. 

For offices, removal of the guidance to work from home where possible should spur 

greater re-occupation over Q3 and into Q4. But remote and hybrid working policies 

will outlive the pandemic and most occupiers are acting cautiously and 

consultatively with their workforces in respect of future requirements. Availability 

rates have risen in all major office markets but most steeply in London with smaller, 

more secondary buildings hardest hit. Vacancy may be plateauing but at a high level 

that is consistent with falling rents, especially in secondary stock that is out of favour 

with tenants. 

In contrast take-up in the industrial sector shows little sign of slowing, driven as it is 

by ongoing structural changes to the distribution of goods and the increased 

importance of effective supply chains amongst businesses in general. The larger 

logistics size brackets have been especially active. There is, however, a sense that 

affordability is increasingly an issue for smaller and lower margin businesses, 

especially in low supply/high demand urban industrial locations. 

Investment transaction volumes for Q2 2021 are set to total around £11.5bn, 

according to Property Data, which is almost identical to quarter one. Industrials 

continue to represent a huge proportion of activity and over the last 12 months 

represented 30% of investment volumes against a long-term average of just 12%. 

Those volumes continue to apply downward pressure to yields, enhancing returns 

already supported by rental value growth of 3.7% over the year to May, according 
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to MSCI. The “beds, meds and sheds” sectors are likely to continue to drive 

investment volumes as we move into Q3. 

. . . . . . . . . . . 
 

Jonathan Laredo, chief executive of Yew Grove REIT – 27 August 

The short-term outlook for our market (Ireland) is positive. Despite uncertainty 

triggered by the rise of new COVID variants, the success to date of the vaccine 

rollout in Europe and the consequent reduction in hospitalisations and death rates 

means that most European economies can look forward to a return to some version 

of normality. In Ireland, despite the relative stringency of the lockdown, the economy 

has been buoyed by the strength of the multinational sector. When combined with 

a rapid increase in the domestic savings rate this augurs well for the economy in 

late 2021 and 2022. Given the strength of the sectors that make up most of Ireland's 

inward investment, we would expect continued growth in demand for properties and 

despite the changing requirements for offices, demand for quality office space will, 

except in Dublin, outstrip supply creating a more segmented market across the 

country and driving rental growth. 

In the industrial market, the effect of reopening on retail demand and the continued 

need for domestic logistic and cold storage space, as the impact of Brexit continues 

to reverberate, will increase pressures on well situated properties especially with 

larger footplates as tenants continue to vie for space. The life science sector, 

Ireland, unlike the UK or US, relies on larger, developed businesses who site in-

country as part of the inward investment drive led by IDA Ireland. These businesses 

look to site close to existing clusters of similar life science businesses and require 

purpose built advanced technology buildings. Initial demand is usually met through 

IDA Ireland development and subsequent growth is largely left to the private sector. 

We expect inward FDI demand to continue to increase as international business 

travel eases and businesses again focus on global expansion. 

In the medium term, the success of the economy depends largely on the success 

of Ireland's inward investment policy and how it navigates the changing geo-political 

landscape as governments try to tackle the digital age and progress globally 

coordinated policies on tax and climate change. Despite the political difficulties 

Brexit has and will continue to cause, it should provide an opportunity for Ireland 

over the next few years and provided the value of multinational businesses to 

Ireland continues to be recognised by the electorate and politicians, the future looks 

positive. 

. . . . . . . . . . . 
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