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The month of December saw strong returns in many equity markets in relief that the latest wave of 
the coronavirus pandemic should ease and in the expectation that central banks would be able to 
manage a smooth transition to higher interest rates. This capped a year when shares in most 
developed countries did well while emerging markets overall, the majority of fixed interest holdings 
and defensive assets such as gold struggled.   
 
Omicron as a variant of Covid-19 has certainly presented a challenge although there was reassurance 
from a lower reported incidence of mortality and the accelerated booster campaigns, in richer 
countries for now. While the initial reaction had been to limit travel and to favour new restrictions, 
governments and individuals have looked to balance the need to maintain economic progress and to 
maintain a wider level of healthcare to minimise the number of excess deaths – The Economist has 
calculated a toll of over 17m deaths in total from the virus since end 2019 as against official numbers 
in the order of 5m.  
  
While any restrictions will have impacted the economy and dented the Christmas parties (of many), 
the sharp fall in energy prices proved short-lived and the increased rate of inflation has been striking. 
In the UK the Consumer Prices Index was 5.1% higher in November than the year previously, the 
highest rate for a decade and yet set to move higher, while in the US the annual increase in prices of 
6.8% was the highest for forty years. The Bank of England raised its short-term interest rates for the 
first time in three years, after a vote of 8:1 in favour on the Monetary Policy Committee, if only from 
0.1% to 0.25% for now, while citing a very tight labour market: unemployment has fallen (to 4.2% as 
of end October) even as the furlough schemes came to an end. The US Federal Reserve has brought 
forward the ending of its programme of asset purchases to March 2022, reducing the amount by 
$30bn a month from January, and it expects now to raise interest rates three times over the course of 
2022. While energy and food prices will be key, there are factors that would lower the rate of 
inflation, for which the comparatives will change this year, although as the US Treasury Secretary 
Janet Yellen has stated the coronavirus is still likely to prolong disruption in global supply chains and 
any lock-down will see renewed demand for products rather than services such as travel, as well as 
for the transport to shift them.  
 
As often central banks will be mindful of trying to avoid volatility, such as in 2013 or 2018, and so are 
likely to raise interest rates modestly and to flag any such increases, if perhaps better than the Bank of 
England did in November when it failed to act. In the US in particular retail ownership of the stock 
market is at record levels, which increases the potential sensitivity especially if many have borrowed 
to invest, or to speculate as stalwarts in the world of finance would maintain. The cultish appetite for  
meme stocks does have a basis in the search for the next transformative technology and the type of 
new idea that venture capital has worked proverbially for many years to make an overnight success.  
 
Companies have continued to benefit from improved demand, sales and profits while the recovery in 
dividend payments has been quicker than expected. The level of corporate activity has been at record-
setting highs, with global mergers and acquisitions nearing $6trn (the highest level since 2007, which 
may not be ominous) while companies have raised over $12trn over the course of 2021, in part given a 
continuing process of re-financing expensive debt. A powerful wave of corporate activity has been a 
factor for favoured sectors, notably in technology. 
 
Global economic growth has been relatively robust in spite of the latest variant and a slowing rate of 
expansion in China, where there are structural issues at play. The new year holds the prospect of a 
good degree of further progress if with a typical array of challenges, while much will depend on the 
extent that market ratings have already reflected those prospects: there is scope for disappointment if 
shares are priced for perfection. Politics may play a role, if limited to the presidential elections in 
France in April and to the mid-term elections in the US later in the year (when the Democrats are 
likely to lose control of at least one house) as long as Russia shows self-control over Ukraine and 
China over Taiwan, in what is a key year for President Xi Jinping.  
 
 



 
 
The FTSE 100 index rose by 4.6% over the month to close at a level of 7385, making for a gain over the 
course of 2021 of 14.3%. The FTSE 250 index of mid-sized companies made 4.3% and the FTSE 
SmallCap 4% to give returns for the year of 14.6% and 20% respectively. The FTSE AIM All-Share 
made 2.5% in the month and a modest 5.2% in 2021, given the impact of its largest constituents. The 
total return for the FTSE All-Share including income was 4.7% for the month and 18.3% for the year. 
 
In the US, the S&P 500 index rose by 4.4% in the month and its return for the year was a striking  
26.9%. While the Dow Jones Industrials index made 5.4% in December its return for the year lagged at 
18.7%, while the technology-oriented NASDAQ only managed a small gain of 0.7% if 21.4% for the 
year. For smaller companies in the Russell 2000 index the gains were a more modest 2.1% and 13.7%.  
 
In Europe the FTSE Eurofirst 300 rose by 5.5% over the month to make 23% for the year, with the 
French and Italian markets outpacing those in German and Spain over the year. As in the US the 
Euromoney index of smaller companies lagged with gains of 2.5% in the month and 13.2% for the 
year. In Japan the Nikkei 225 index made 3.5% in the month if only 4.9% for the year, although the 
broader TOPIX was up by 10.4% over 2021. 
 
The MSCI Emerging Markets index in US$ terms was 1.6% higher over the month but down by 4.6% 
in the year, with Brazil doing worst of the main markets. The Shanghai index saw a gain of 2.1% and 
so 4.8% for 2021 although the difficult year for the Hang Seng index in Hong Kong saw it 14% lower. 
The MSCI Frontier Markets index rose by 1.4% in the month and 16.5% for the year, while the market 
in Vietnam saw gains of 1.3% and 35.7% respectively. 
 
In bond markets, the UK 10-year gilt yield rose from 0.81% to 0.97% in December and the total return 
for the FTSE Gilts All Stocks index was -2.7% to make -5.2% for 2021 as a whole, when the yield had 
started at 0.2%. The yield on ten-year US Treasuries rose from 1.44% to 1.51% and in Germany the 10-
year bund yield moved from -0.35% to -0.18%. Over the year there were positive returns from index-
linked stocks while emerging market bonds were notably weaker in US$ terms.    
 
Sterling rose by 1.8% over the month against the US$ to close at a rate of $1.35:£, just 1% weaker over 
the year, while against the euro it ended December up 1.4% at €1.19:£, so 6.3% stronger for the year. 
The price of gold managed a gain of 3.1% over the month to close at $1829 per troy ounce but ended 
the year down 3.6%. The price of Brent oil recovered by 11% to end the month at $78 per barrel, up by 
over a half on the start of the year. The prices of metals were higher for the month if mixed for 2021, 
while the major agricultural commodities were sharply higher in the year. The Vix index of expected 
volatility in the US market fell back by over a third and so was a quarter lower for the year. 

 
Julian Cooke – Director                                                                                                        4th January 2022 
 
Vintage Asset Management  
7a Wyndham Place, London W1H 1PN 
Tel.: 020 7989 3110  
Email: info@vintageassetmanagement.co.uk             Web: www.vintageassetmanagement.co.uk 
 
Vintage Asset Management Limited is authorised and regulated by the Financial Conduct Authority, 
No. 489408.  
 
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. Please note 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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