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The month of March saw equity markets make further gains if with some volatility as the optimism 
over improving economic prospects brought further concerns on the potential level of inflation.   
 
The roll-out of the vaccination programmes against the coronavirus has not been uniform worldwide 
and it has brought political complications but it has also underpinned higher expectations of growth. 

The OECD raised its forecast for an increase in global production in 2021 to 5.6%, compared to the 
4.2% it had predicted in December. The easing of restrictions will release demand: data on personal 
saving for twenty-one rich countries indicated that saving amounted to $6trn in the first nine months 
of 2020, twice the normal pattern and equivalent to a tenth of annual consumer spend. Consumers 
have benefitted from furlough schemes although there is a risk from new waves or further variants, 
with renewed challenges on the Continent in particular. 
 
Governments have continued with support for businesses as well as individuals. In the US Congress 
approved the Biden administration’s $1.9tn stimulus package, known as the American Rescue Plan 
but with likely advantage for the country’s trading partners. The measures include a one-off payment 
of $1,400 direct to most individuals and higher unemployment benefits as well as additional funding 
for dealing with the coronavirus, although a proposal to double the minimum wage to $15 an hour 
did not remain. The OECD now expects the US economy to be expanding at a rate over 6% this year 
and to be larger by end 2022 than it had forecast before the pandemic – and the administration still 
has in mind a further $3tn infrastructure package. 
 
Asia has largely recovered from the pandemic more vigorously than other regions and has displayed 
its potential for superior longer-term development. This has been led as often by China, where the 
authorities introduced a fourteenth five-year plan to 2025 that moved away from a target of average 
annual growth to a yearly target, set at a modest 6% in 2021. The plan envisages a further increase in 
research and development spend at 6% pa and forecasts the level of urbanisation in the country to 
rise from 61% to 65%, as well as seeing a reduction of nearly a fifth in the amount of carbon dioxide 
emitted per unit of GDP. The focus on domestic manufacturing, especially in key areas of technology 
such as artificial intelligence and semiconductors, points to the likely loggerheads with the US. There 
is tension over Xinjiang, Hong Kong and Myanmar but Taiwan is perhaps the greatest potential issue. 
 
For the UK the prospects are more subdued although the impressive rate of vaccination has improved 
the position and had contributed to a rally in Sterling. The Office of Budget Responsibility has 
estimated that the pandemic will lead to the economy being 3% smaller than it might have been, 
while the likely impact of Brexit will have reduced its potential by a further 4%. There has been 
disruption to trade, with exports to France down a fifth in January, even as the government plots a 
new role for Britain in the world, on trade and defence. The Chancellor of the Exchequer’s budget 
reflected both a need to provide economic support as well as to use taxes to help to curtail substantial 
deficits, if gradually.  
 
The substantial level of debt around the world remains affordable while interest rates stay low, even 
as inflation moves higher. Much depends on how long the inflation rate stays above the level of 2% 
that central banks typically target; the rate currently compares to a period a year ago when, for 
example, the price of oil was briefly negative. The US Federal Reserve has maintained its approach of 
looking at the average rate of inflation over time and has indicated that it does not expect to raise 
interest rates until 2024, although the pricing in markets suggests rises in 2023. A more fitful rate of 
economic recovery would ease the likely pressure. The impact is less economic and more one of 
sentiment in markets, given that minimal interest rates have underpinned the current economic 
structure and have helped to justify the high valuations of certain assets. The yield on ten-year US 
Treasuries, the usual benchmark, has returned to the same level at 1.8% as in January 2020, which 
compares to a low of 0.5% in August. 
 
The Covid-19 pandemic has wrought considerable damage and brought significant change but the 
fundamentals of investing endure, with our focus on ensuring that portfolios have the right balance 
and the scope to provide returns that meet long-term expectations. 



 
 
 
The FTSE 100 index ended March at 6714, which was 3.6% higher for the month. The FTSE 250 index 
of mid-sized companies gained 2.9% while the FTSE SmallCap index made 4.7%; the FTSE AIM All-
Share rose 1.2%. The total return for the FTSE All-Share including income was 4% for the period. 
 
In the US the S&P 500 index rose by 4.2% in the month, reaching a series of new highs. The advance 
was more broadly-based and not just driven by technology shares: the NASDAQ index again lagged 
with a rise of 0.4% while the Dow Jones Industrial index gained 6.6% in the month. Smaller 
companies, as represented by the Russell 2000 index, also saw a more subdued rise of 0.9%. 
 
In Europe the FTSE Eurofirst 300 gained 6.1% over the month, with the German and Italian markets 
notably strong, while the Euromoney index of smaller companies made a more modest 2.8%. In Japan 
the Nikkei 225 index rose by 0.7% in the month and the TOPIX 4.8%.  
 
The MSCI Emerging Markets index in US$ terms by contrast saw a decline in the month of 1.7%, with 
currency a factor as individual markets made progress. The Shanghai market in China saw a similar 
decline of 1.9%. The MSCI Frontier Markets index was down 0.1%, with the Vietnam market up 2%. 
 
In bond markets the UK 10-year gilt yield was slightly higher at 0.85% compared to 0.82% at the start 
of the month and the total return for the FTSE Gilts All Stocks index was a minimal 0.01%. In Europe 
the German 10-year bund yield was similarly little changed at -0.29% as against -0.26%. In the US the 
10-year yield moved up from 1.4% to 1.7% and there was a negative return from 7-10 year US 
Treasuries as for emerging market debt, although high yield bond returns were positive.  
 
Sterling’s previous rally against the US$ ended and the currency was 1.1% weaker over the month to 
close at a rate of $1.38:£, although against the euro Sterling gained a further 1.8% at €1.18:£. 
 
The price of gold fell again in the month and closed 1.5% lower at $1708 per troy ounce. The price of 
Brent oil also fell and was 3.2% lower over the month to end at $62 per barrel. The prices of the main 
metals were mixed, with palladium again strong, as were those for major agricultural commodities.  
The Vix index, a gauge of expected volatility in the US market, fell sharply and was 31% lower over 
the month. 
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IMPORTANT NOTICE: Any forecasts, figures, opinions or investment techniques and strategies set 
out, unless otherwise stated, are Vintage Asset Management’s own. They are considered to be 
accurate at the time of writing, but no warranty of accuracy is given and no liability in respect of any 
error or omission is accepted. They may be subject to change without reference or notification to you. 
The views contained herein are not to be taken as an advice or recommendation to buy or sell any 
investment and the material should not be relied upon as containing sufficient information to support 
an investment decision. It should be noted that the value of investments and the income from them 
may fluctuate and investors may not get back the full amount invested.  
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