
Investments Matter
Quarter 4 – 2022

 Welcome to Investments Matter, our quarterly round-up of the investment 
markets covering the period from 30 September 2022 to 31 December 2022.
All information correct at time of publication. This update refers to the past. Past performance is not a guide to future 
performance. 

The value of an investment can fall as well as rise, you could get back less than invested. 

Summary
After a challenging time earlier in the year, the final three months of 2022 proved to be a 
more upbeat period for markets and investors.

An end to China’s zero-Covid strategy, and therefore the reopening of the Chinese economy, was a hugely positive factor 
for investors in the closing stages of 2022. Signs that the inflationary pressures in the global economy might be easing also 
helped to boost confidence among investors.

Investors hoped that lower rates of inflation would mean that increases in interest rate rates, and therefore rises in borrowing 
costs might be smaller in 2023. Investors also became more hopeful that central banks would not need to raise interest rates 
for much longer.

Bonds and UK bonds (fixed interest) performed much better in this environment.

Sterling, which is the UK currency, gained in value against the US dollar in the period. This meant that returns from US 
company shares and also US bonds to investors in sterling terms were lower than they were in US dollar terms.

Continues>
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Equities also known as company shares

UK equities

Following the UK’s mini budget in late September, 
sentiment in UK company shares improved. The 
FTSE All-Share Index has a large position in oil & gas 
stocks and mining companies. As a result, the UK 
stock market benefited from gains in industrial metal 
prices on the news of China’s reopening following the 
Covid lockdown. The large financials position (banks 
and insurance providers), which benefited from rises 
in interest rates, also contributed to the positive 
performance of the UK stock market. Signs that inflation 
(price pressures in the economy) was beginning to come 
down, as reported at the Bank of England December 
meeting, also helped.

Japanese equities

Like all markets, the reopening of the Chinese economy 
really helped Japanese company shares. Strong earnings 
from Japanese businesses in the three months to the end 
of September 2022 was also a positive factor. 

European equities

European shares outperformed most other regions in 
Q4 2022. Positive performance was widespread across 
sectors, including energy, financials, industrials and 
consumer discretionary. Falling gas prices due to a milder 
winter played a key part in this performance, after what 
had been a challenging time for the region because of the 
crisis in Ukraine and a strong rise in energy prices.

Asia Pacific ex Japanese equities

Asian equities performed well – and China and Hong 
Kong shares in particular – thanks to the reopening 
of the Chinese economy. It was more challenging for 
Taiwanese company shares however, due to concerns 
about relations with China. Shares in Korean company 
– due to smaller exports and less demand from China – 
underperformed other Asian company shares.

Fixed Interest (government and corporate bonds)
UK government and corporate bonds performed much better in the period following a challenging time in 
September. Holders of UK bonds welcomed the new UK government’s focus on fiscal responsibility, and 
therefore on its focus on reducing the amount of government debt. Returns from overseas bonds and US bonds 
- while positive in US dollar terms - were lower in sterling terms owing to gains in sterling versus the US dollar. 

US equities

The US stock market started October on a strong 
footing. US businesses announced better-than-expected 
earnings, which meant that they were performing well 
despite the concerns about the economy. The positive 
tone among investors continued into November and 
December thanks to data showing that inflation was 
finally starting to come down after four rises in interest 
rates since March 2022. At a sector level, energy and 
healthcare stocks were the better performers in the US 
stock market. 

This update is for information purposes only.
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