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Market Commentary

In this month’s investment review, we hope to keep you up to date with salient facts about 
the global economy and present you with our thoughts on them. 

Recovery from the economic crisis continues albeit slowly, with global growth averaging 
about 2.5% for the first half of 2013 and the emerging market economies accounting for 
the bulk of this growth. This is set to continue into 2014 with the IMF expecting a figure 
of 3.6% overall. Advanced economies are gradually strengthening while emerging markets 
have seen slower growth and tighter financial conditions, largely as a result of US 
monetary policy. 



Federal Reserve

The US dominates the economic world. The Federal Reserve’s decision to maintain its 
asset purchases until mid 2014 and the end of the US fiscal standoff,  keeping the country 
afloat until February 2014,  has resulted in record high returns being achieved by the S&P 
500, the benchmark index often seen as a general indicator of world markets. These 
returns are however being fuelled to a large extent by cheap money in the economic 
system and once the QE ceases it is likely there may be a correction.

It was widely expected that the political standoff in Washington would not result in the 
failure of the US to meet its financial obligations but confidence in the US dollar may have 
been affected. This action and the continuing threat of default may not only have 
undermined the dollar’s status as the world’s reserve currency, it could also be adding 
momentum to the Chinese calling for the currency markets to be less dependent on the 
US dollar. 



China

The recent slow down of growth in China will have a knock on effect many other 
economies, notably the commodity exporters among the emerging markets and developing 
economies. Rebalancing its growth away from investment and diverting it towards 
consumption should stabilise China’s economic growth and strengthen its global economic 
position.

In the recovering economies new structural reforms such as investment in public 
infrastructure and removal of barriers to entry in product and services markets need to be 
put in place to build sustainable growth.  They also need to take firm action to safeguard 
financial stability and unprecedented high levels of debt, both public and private, must 
urgently be addressed and managed going forward as a new world economy continues to 
evolve.



Liquidity Adjustments

Central banks around the world are at various stages in the process of adjusting the 
amount of liquidity they provide to financial markets and in their assessment of when any 
adjustment in their policy interest rates may be made.  There is a fine balance however to 
ensure that they do not withdraw the stimulus too quickly that it has a negative affect on 
economic growth that is being achieved.

But let us add some perspective to the present situation and look at it in relation to the 
events of recent history….



Crises Since 1970



Long Term Commitment

Since 1970, investors have suffered the oil shock of 1973, the 1987 crash, the Japanese 
crisis of the early 1990s, the Asian crisis of the late 1990s, the Tech bubble of 2000, the 
collapse of Lehman bank in 2008, the Euro crisis …….. the list goes on and the markets 
rise and fall..

Investing is a long term commitment. None of us has the powers to predict what the 
markets will do, when they will do it and often even why they do what they do, so trying 
to time when to go into the market or when to leave the market is a fool’s errand.  
Uncertainty is part of investing and crises will come and go – reacting to events such as 
the US fiscal debt position or the Euro crisis is simply a short term measure.



Short Term Instability

The price that investors pay for potentially greater longer term returns is short term 
instability so once investors have decided to be a part of the market, they therefore need 
to remember their long term objectives and remain focussed on those goals.  Our clients’
objectives and investment risk are discussed during the planning stages and prior to 
making investment decisions and at HFC we regularly monitor the markets and review all 
investment portfolios to make sure they are still within the parameters agreed with our 
clients. 

Please therefore rest assured that we will contact you if we believe there should be any 
changes. As always you are welcome to call us if you have any questions or concerns.



Keeping in touch

Telephone: 01722 411 411

Email: hfc@unbiased-advice.co.uk

Website: http://www.unbiased-advice.co.uk

Client log in facility: http://www.fenetra.co.uk


