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2022 started with rising interest rates, high inflation, Covid’s lingering impact and unthinkable violence and 

human tragedy in Europe. Russia’s invasion of Ukraine raised a new concern for markets already dealing with a 

variety of issues. In Markets of this nature,” we don’t have to be smarter than the rest, we need to be more 

disciplined “-Warren Buffett 

Norman Barry 
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Global Equities have fallen -6.4% year-to-date in 

2022 whilst still showing a positive return over the 

last twelve months. Markets are adjusting to tighter 

monetary conditions and a potential slowdown in 

economic growth. In the US, the Federal Reserve has 

talked & delivered tough on fighting inflation, they 

have raised interest rates by 0.75% over the past two 

meetings. They have more work to do to bring 

inflation under control. We therefore advise our 

readers to expect continued volatility in stock markets 

in the months ahead and maintain patience through  

diversified and balanced Portfolios. 

 
 
 

 
 
 
 
 

 
 
 
 
 
 
 
 
 

 

Welcome to our ‘May 2022 Insights’ report where we hope to provide you with the means to keep informed 

of the latest economic and investment market conditions. In this report we set out our views on the current 

environment and the challenges and opportunities that lie ahead for investors over the next twelve months. 

Our aim is to keep you updated on such matters leading to better investment decisions and by extension 

more acceptable returns on employed capital. 

 

 

 

 

 

 Two months can be a long time in investment 

markets, and we have certainly witnessed quite a lot 

happening over this period. Since our March 

newsletter, markets have had to digest rising interest 

rates, accelerating inflation, a global pandemic and 

more recently, the largest conflict in Europe since the 

Second World War. Markets have had to deal with  

tough talk from Central Banks, multi-decade highs 

in inflation and supply chain disruptions emanating 

from China. However, more recently, market 

volatility has picked up as they adjust to such an 

uncertain climate. The graph hereunder reflects such 

conditions, as it pertains to the Dow Jones Index. 

Risk Assets Adjusting 

 

May 2022 

Market Review 

 



2 | P a g e  

 

The US dollar is the world’s reserve currency. When 

the US central bank raises interest rates, it does so 

not just for all Americans but also for all 

international users of US dollars, and there are many. 

The Eurodollar market is tens of trillions of USD in 

size and is the market for all corporate borrowing and 

lending in USD outside the United States. When 

interest rates go up, USD borrowers have to adjust to 

higher repayment rates on their loans. This tends to 

slow down borrowing and lending activity and acts 

as a natural brake on global economic growth. We 

are starting to see the effects of this take hold now. 

The IMF just last week lowered its forecast for global 

economic growth from 4.4% to 3.6% for 2022 and 

from 3.8% to 3.6% for 2023.  

 

However, there is good news as Fund Managers 

with a global scope can benefit from higher interest 

rates on all classes of US government securities. 

Higher rates are welcome news for Global Fixed 

Interest Funds looking to generate a stable, low risk 

return on capital. US 2-year government bond 

yields have risen from zero to 2.6% in recent 

months and this trend is likely to continue as the 

Federal Reserve attempts to bring inflation under 

control. Other major central banks will follow the 

lead of the United States, in time. Until then, euro-

based Managers can buy short-dated US treasury 

securities to capture an almost 3% annual yield and 

potentially benefit from an appreciating US dollar 

too. 

 

 

Understanding the importance of Treasury bond yield goes beyond just understanding the return on investment in 

such a security. Whilst the above reflects the 2 Yr. Treasury, the 10-year Bond is used as a proxy for many other 

important financial matters, such as mortgage rates. Yields tend to signal investor confidence. The U.S Treasury 

sells bonds via auction and yields are set through a bidding process. When confidence is high, prices for the 10-

year drop and yields rise. This is because investors feel they can find higher-returning investments elsewhere and 

do not feel they need to play it safe. When confidence is low, bond prices rise and yields fall, as there is more 

demand for this safe investment. This confidence factor is also felt outside of the U.S. The geopolitical situations 

of other countries can affect U.S. government bond prices, as the U.S. is seen as safe haven for capital. This can 

push up prices of U.S. government bonds as demand increases, thus lowering yields. 

 

We turn our attention next to equities to assess the market’s recent performance, which has remained resilient but 

volatile, despite the many risks the world is facing. Are markets on the cusp of another decline or is sentiment 

sufficiently negative that markets are close to turning higher? 

 

Some Positive Developments for Conservative Investors 
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Equities 

Since 1987, the American Association of Individual Investors (AAII) has conducted a weekly survey asking 

members the same simple question each week: “What direction do AAII members feel the stock market will be 

in the next six months?” The latest survey response is revealing. The percent of individuals describing their six-

month outlook as “negative” surged to 59% in the week ending 27th April 2022, its highest reading since March 

2009. (Pessimism was higher on 5th March 2009 at 70%). Those describing their six-month outlook as “positive” 

declined to just 16% of members, leaving the net positive position at a record minus 43%. The latest “negative” 

sentiment reading ranks among the 10th highest in the history of the survey spanning over 35 years. The 
latest “net positive” position is the sixth most negative reading on record. 
 

Annualised Performance Data at 30th April 2022 

 

 YTD 1 Year 3 Years 5 Years 10 Years 

Global  -6.4% +7.7% +11.6% +10.2% +15.9% 

U.S.  -6.5% +12.9% +16.4% +15.8% +27.1% 

Europe (ex U.K.) -9.2% +1.1% +6.0% +4.0% +9.7% 

U.K. +2.3% +12.3% +1.4% +1.0% +2.8% 

Emerging Mkts -6.4% -10.5% +0.8% +1.9% +2.6% 

Japan -8.8% -4.3% +2.9% +2.6% +8.2% 
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Inflation has played havoc with bond markets this year. We have discussed how 2-year Treasury yields in the 

U.S. have surged from zero to 2.6% as bond market participants try to assess how many more interest rate 

increases will be necessary for the Federal Reserve to tame inflation. Eurozone government bond yields are 

rising too due to inflationary pressures but are still well below U.S. Treasury rates. When bond yields rise, bond 

prices fall, and the decline has been quite severe in 2022. 2-year U.S. yields have risen quickly and have already 

caught up with longer-term 10-year bond yields, causing the U.S. yield curve to flatten (A yield curve is a line 

that plots yields (interest rates) of bonds having equal credit quality but differing maturity dates. The slope of 

the yield curve gives an idea of future interest rate changes and economic activity) , as shown in the next chart. 

But if inflation is surging, shouldn’t long-term bond yields be rising too, in tandem with short-term yields, 

causing the yield curve to steepen? This is the conundrum bond investors are currently facing. Despite sharp 

price increases for all types of goods and services, the bond market is telling us that economic growth may be 

slowing and inflation may be peaking now or in the next few months. 

 

According to the AAII:  

 

“Historically, the S&P 500 index has gone on to realize above-average and above-median returns during the 

six- and 12-month periods following unusually low readings for bullish sentiment and for the bull-bear spread. 

Unusually high bearish sentiment readings historically have also been followed by above-average and above-

median six-month returns in the S&P 500.” 

 

While excessive sentiment readings will never mark the exact top or bottom of the stock market, they can be 

quite informative. If everyone is already bearish (negative), and their portfolios are already positioned with low 

allocations to equities, perhaps the majority have already sold and we are nearing a time to buy. When the 

majority becomes overly pessimistic, this can quite often be used as a contrarian (positive) signal. We may have 

to wait another few months before Jerome Powell is ready to signal a more dovish outlook for markets, but that 

time is approaching. As always preparation and positioning are key to harnessing such returns that will emanate 

from such an environment. 

 

 

Bonds 

 

 YTD 1 Year 3 Years 5 Years 10 Years 

EU Govt +5 Yrs.  -11.7% -12.5% -1.2% +0.6% +4.1% 

EU Govt. +10 Yrs. -15.3% -16.2% -1.1% +1.1% +5.3% 

EU Corporates -8.0% -8.7% -1.8% -0.4% +1.9% 

EU Inflation-linked +0.1% +5.9% +5.3% +4.0% +3.0% 

 

*Annualised Performance Data at 22nd April 2022 
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Alternatives 

 YTD 1 Year 3 Years 5 Years 10 Years 

GS Commodities +45.4% +70.7% +26.7% +20.8% +3.9% 

WTI Crude +48.9% +87.0% +24.4% +23.6% +2.5% 

Gold +11.8% +22.5% +18.9% +10.9% +4.3% 

Silver +5.2% +0.5% +20.5% +7.3% -0.8% 

Bitcoin -12.4% -20.7% +230.7% N/A N/A 

 

If we are facing into a period of slower economic growth, bonds may offer some value as long-term bond yields 

tend to decline during periods of rising market volatility, as investors bid up the price of bonds in the search for 

safe haven assets to protect their capital. However, this strategy does not work well during periods of rising 

inflation. So, until inflation is brought back under control by central banks, bond investors should be wary. 

 

*Annualised Performance Data at 30th April 2022 
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We have limited our discussion of “Alternatives” 

to commodities in recent investment updates, but 

we plan to expand our analysis to other interesting 

non-traditional investment opportunities in future 

reports. This month for example, we have added 

bitcoin to the performance table and we cover this 

emerging asset class in more detail later in our 

“Sector in Focus.” 

 

But first, a few thoughts on the commodities 

sector. It is not just Treasury securities that are 

impacted when U.S. interest rates rise. 

Commodities are priced in U.S. dollars too so 

changes in U.S. interest rates will also impact the 

commodities sector.  

Russia is also making life difficult for Western countries that rely heavily on Russian oil and natural 

gas. Putin is attempting to break the historical link between commodities and the US dollar by forcing 

his European customers to pay for their Russian energy in rubles. He has had some success. Although 

the Russian currency is not freely traded in Western markets, the ruble has appreciated sharply in recent 

months from 140 to 72 rubles per USD. Putin has also recently linked the ruble to gold at 5,000 rubles 

per gram of gold in an effort to weaponize his currency. Interestingly, 5,000 rubles per gram equates to 

155,000 rubles per ounce of gold. At 72 rubles per USD, the Russian market is pricing gold at 

approximately $2,150 per ounce. Global forces are at play between the Eastern and Western worlds 

and we are in the midst of dramatic shifts in the global macroeconomic landscape. All the way back in 

1971, U.S. Treasury Secretary John Connally at a G-10 meeting in Rome said to his European 

counterparts “the dollar is our currency, but it’s your problem.” Is the exorbitant privilege of the US 

dollar as the world’s reserve currency coming to an end? We are about to find out. 

 

Crude oil for example, is worth approximately 

$105/barrel today. International buyers of crude 

oil first need to buy U.S. dollars and then 

exchange those dollars for oil. When U.S. interest 

rates rise, U.S. dollars tend to become more 

expensive to buy. So, U.S. dollar buyers must pay 

more in local currency or buy less oil. Rising U.S. 

interest rates therefore tend to lower the demand 

for commodities and drive inflation rates lower 

over time. Fed Chair Powell is trying hard to lower 

energy prices using his monetary policy toolkit, 

but he may have his work cut out this time, as 

energy prices are rising more due to war and ESG 

driven supply constraints rather than due to the 

more natural force of excess demand. 
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Market Outlook 

The macroeconomic outlook remains uncertain and prospects for the major asset classes remain very difficult 

to forecast. Equities have already corrected sharply in 2022 and investor sentiment is very negative, suggesting 

equities could turn higher as we progress through the year. However, rising inflation and rising interest rate 

trends continue to be a problem as markets are tested during such periods. Managers expect U.S. GDP growth 

to continue to moderate in 2022 towards a more sustainable long-term trend of 2-3% per annum with Euro levels 

at 2.8%. It is an emerging view that inflation could also start to moderate later this year. The path to lower 

growth and inflation will likely result in continued market uncertainty. Managers continue to  monitor the 

monthly inflation data, which helps with their asset allocation and decision-making process. The shorter-term 

outlook is very much skewed to a cautionary stance, with opportunities within specific sectorial assets, still very 

much evident. As such, we recommend clients continue to hold a well-diversified portfolio with a blend of assets 

within recommended risk tolerance levels.  

 This month, we focus on the wild and volatile 

world of Cryptocurrencies, an asset class that 

has emerged from the ether a decade ago to be 

worth over $1.8 trillion today. The views on this 

new and exciting asset class vary widely. Some 

consider crypto as nothing more than a giant 

Ponzi scheme. On Sunday May 1st, at his annual 

investment conference in Omaha, Warren 

Buffett said he wouldn’t pay $25 for the entire 

supply of bitcoin. Others believe bitcoin is digital 

gold and will eventually replace the US dollar as 

the world’s reserve currency. The truth 

probably lies somewhere in between. 

It’s hard to write about Bitcoin; by the time you’ve finished the price could be wholly different from when you began. In 

essence, each Bitcoin is basically a computer file which is stored in a 'digital wallet' app on a smartphone or 

computer. Every single transaction is recorded in a public list called the blockchain. This makes it possible to 

trace the history of Bitcoins to stop people from spending coins they do not own, making copies or undo-ing 

transactions. This is a peer-to-peer digital cash system that was created in 2009 following the great financial 

crisis. The blockchain is essentially a collection of almost 14,000 computers (nodes) around the world that run 

bitcoin’s code through a series of blocks and each block contains significant transaction data that can be 

independently verified, so the blockchain is entirely transparent. Bitcoin has a fixed supply of 21 million coins, 

19 million of which have already been mined and are in circulation. The remaining 2 million will be distributed 

to those that solve a proof of work algorithm to mine each remaining block. The mining reward halves every 

four years until all remaining bitcoins have been mined, estimated to be some time in 2140. 
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It is easy to understand the attractiveness of 

bitcoin as an alternative digital currency when 

compared to the current global monetary system. 

Market forces have certainly reinforced this view. 

The price of one bitcoin has rallied from just $200 

in 2015 to reach a high of $70,000 in 2021 before 

correcting to circa $37,000. The cryptocurrency 

market has exploded in popularity on the back of 

bitcoin’s success. Thousands of new ‘coins’ have 

been created by many different entities ranging 

from computer programmers to venture capitalists 

and sold to an eager public looking to cash in on 

the next great bitcoin success story. This has led 

to a frenzied speculation in crypto markets. As an 

unregulated medium, Crypto investors currently 

have little to no protection in the market, as there 

is no regulatory framework in place to ensure 

protection of assets. 

The Irish government has been keen to 

demonstrate its support of the development and 

adoption of new technologies, including 

blockchain, as a way to encourage digitalisation 

and foster innovation.  

In a December 2019 paper entitled “International 

Financial Services Strategy 2025” the government 

committed to developing Ireland as a global leader in 

the financial services sector and announced measures 

aimed at demonstrating Ireland’s credentials as an EU 

center of excellence for Distribution Ledger 

Technology (DLT). However, the Irish government 

has so far been reticent in issuing firm guidance 

concerning its policy towards DLT and the treatment 

of virtual currencies from a legal and regulatory 

perspective. 

Today, bitcoin has a market capitalisation of over $700 

billion and remains the leader in the sector. Ethereum, 

created by the computer programmer Vitalik Buterin, 

is in second place with a market value of $340 billion. 

Ethereum is another in that it allows users to build 

applications on its network, while bitcoin’s main use 

case is only as a digital currency. Together, bitcoin and 

Ethereum are worth over $1 trillion, while the 

remaining altcoins and crypto projects together are 

valued at $800 billion.  

It is plausible that fortunes will continue to be made 

and lost in this sector as the crypto market matures. The 

blockchain is a remarkable creation with many 

practical uses for this technology in the future.  
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