
 

INVESTMENT REVIEW – September 2021   
 
Over the month of August markets mostly made decent progress in spite of concerns that new 
variants of the coronavirus would contribute to a more moderate rate of economic growth, in part as 
a more subdued prospective rate of inflation would also help central banks to achieve a gradual 
easing of their support.  
 
The Delta variant is proving more transmissible and vaccines seem to lose their effectiveness against 
it. Iran is on a fifth wave, New Zealand has gone into lock-down after one case and hospitals in many 
of the southern states in America are struggling to cope. While an increasing number of countries 
have seen an impressive rate of vaccination, the concern now is on the need to give booster doses, to 
counter the opposition from those opposed to the jab and to ensure that there is a fairer distribution 
around the world, if only of vaccines that would otherwise be past their usable date.  
 
The economic pressure comes from the dent to consumer sentiment, as in the US, and from the 
disruption to the production of goods and to trade in China and south-east Asia. China is dealing 
with a further outbreak of the virus, which started in July in Nanjing. Its rigorous approach to 
quarantine (with efficient use of big data) has led to a sharp drop in the flow of traffic and in airport 
capacity utilisation, as well as other examples of high-frequency data. There was a lower rate of 
growth than expected in July in industrial production, in investment and in retail sales (at 8.5% as 
against 12.1% in June), and property sales saw a small decline - in part due to the authorities’ move to 
limit speculation. There was also disruption from the weather, a pattern across much of the globe.  
 
The challenge in supply chains was evident in the decision by Toyota, the world’s largest carmaker, 
to cut production by 40% to 540,000 units in September given the shortage of computer chips – with 
one factor being the increased incidence of the virus in Malaysia, a principal source of these goods. 
 
For now the rate of inflation has yet to moderate, although in the UK it did dip from 2.4% to 2.1% in 
July in the latest figures. In the US consumer price inflation remained high at 5.4% and in the 
eurozone it has now reached a rate of 3% for the first time in a decade. At the US Federal Reserve a 
majority on the key committee favoured starting to reduce its $120bn asset purchase programme later 
in 2021 and the expectation is that interest rates may rise by early 2022. The Bank of England is edging 
towards modest tightening too, with a possible rate rise now likely in the first half of 2022, if only 
back up to 0.25% before the last cut; the UK economy expanded at 4.8% in the second quarter 
although overall production remained down by 4.4% on the fourth quarter of 2019. Conversely the 
Chinese authorities have been easing monetary conditions to counter the slow-down in growth.   
 
President Xi Jinping has proposed regulation and income re-distribution as part of a plan for shared 
prosperity in China. There is an ideological motivation behind the increased regulatory pressure on 
businesses, evident in this approach to equalise prosperity as well as a push to achieve greater self-
sufficiency in technology and to increase productivity in industry. China has seen substantial funding 
of new technology ventures and there are some 160 Chinese ‘unicorns’ (start-up businesses valued at 
$1bn or more, if no longer mythical nor even that rare), over seventy of which are worth more than 
$10bn (depending on the latest government moves).  
 
Governments have been keen to spend even at the cost of rising deficits. The US Senate approved a 
$1trn infrastructure act and the House of Representatives approved a $3.5trn budget for the Biden 
administration’s spending plans, although there is limited bipartisan support and much of the 
attention was on the ignominious withdrawal from Afghanistan, the latest in a sequence of powerful 
nations pulling out of that country. Geopolitical risks will persist, and there may be a heightened 
level of political insecurity as the pandemic plays out. The outcome of the election in Germany on 26th 
September will bring a new chancellor after Angela Merkel’s sixteen years in office; it is not clear who 
will take over, given that her successor at the CDU/CSU, Armin Laschet, has failed to impress. 
 
Corporate profits have remained robust in many areas, including for Chinese technology firms, while 
the high level of takeover activity has continued.  
 



 
 
 
The FTSE 100 index gained 1.2% over the month to close at a level of 7120. The FTSE 250 index of 
mid-sized companies fared better again with a gain of 5%, while the FTSE SmallCap index made 3.6% 
and the FTSE AIM All-Share index 3.4%. The total return for the FTSE All-Share including income 
was 2.7% for the month. 
 
In the US, the S&P 500 index rose by 2.9% in the month, while the Dow Jones Industrials index was 
up 1.2% and the technology-oriented NASDAQ index 4% higher. The Russell 2000 index of smaller 
companies recovered from the weakness in July with a rise of 2.1%.  
 
In Europe the FTSE Eurofirst 300 gained 1.9% over the month, with the Italian market stronger than 
most, and the Euromoney index of smaller companies rose 3.6% in the period. In Japan the Nikkei 225 
index was up 3% in the month, although it has lagged other markets in 2021; the TOPIX gained 3.1%. 
 
The MSCI Emerging Markets index in US$ terms was 2.4% higher over the month, helped by a strong 
Indian market, while the Hang Seng index in Hong Kong was off 0.3% after its 10% fall in July. The 
MSCI Frontier Markets index was 2.3% higher, with the Vietnamese market rising 1.6% even as the 
country faced a challenge from a surge in coronavirus cases. 
 
In bond markets, the UK 10-year gilt yield rose from 0.57% to 0.71%, reversing the move in the 
previous month and the total return for the FTSE Gilts All Stocks index was -0.8%. The German 10-
year bund yield moved from -0.46% to -0.38% while the yield on ten-year US Treasuries also rose, 
from 1.22% to 1.31%. There were modest gains for index-linked gilts and high yield debt in the 
month.  
 
Sterling slipped by 1.1% against the US$ over the month to close at a rate of $1.38:£, while against the 
euro Sterling was 0.6% lower at a rate of €1.16:£. The price of gold was barely changed at $1814 per 
troy ounce at the end of the month. The price of Brent oil fell by 5.5% to $71 per barrel in a month that 
saw the US ask the OPEC consortium to boost production.  

The prices of a number of metals reflected the reduced level of demand in China, with copper down 
by 1.8% and iron ore by nearly a quarter. The agricultural commodities were mixed. The Vix index of 
expected volatility in the US market fell by a tenth. 
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