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As legendary investor Sir John Templeton said, “Bull markets are born on pessimism, grow on skepticism, mature 

on optimism and die on euphoria.” 
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As we enter the final stretch of 2022, it is worth 

reflecting on what has been a very disruptive period 

for financial markets in recent times. Financial 

assets have performed extremely poorly in 

2022.The total return from global stocks is -25% 

through three quarters of the year. Global sovereign 

(Government)bonds and credit have not fared 

much better either, each with total returns of -21% 

over this same period. 

If we cast your minds back to Q2 2020, the COVID 

pandemic led to a $2 trillion collapse in U.S. real 

GDP from $20 trillion to $18 trillion. The response 

by the Federal Reserve was equally dramatic. 

 

 

The Fed intervened and printed $4 trillion in bank 

reserves to support the U.S. economy. (Other G7 

central banks followed similar courses of action, 

varying by degree, and achieved similar, though less 

dramatic, results.) Printing $4 trillion to boost 

economic growth by $2 trillion is not a sustainable 

growth model. However, the policy worked in the 

short-term and U.S. real GDP recovered to $20 

trillion by December 2021. The stimulus effects are 

now wearing off and growth has slowed in 2022, 

while the unintended inflationary consequences still 

linger. 

 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Welcome to our ‘November 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. 

 

 

 

 

 

 

 

 

Policy Choices and Unintended Consequences 

 
 

 

November 2022 

Market Review 

 

 Q1 2021 Q2 2021 Q3 2021 Q4 2021 Q1 2022 Q2 2022 Q3 2022 

U.S. Real GDP $19.2T $19.5T $19.7T $20.0T $19.9T $19.9T $20.0T 

Yr./Yr. % Ch. 1.2% 12.5% 5.0% 5.7% 3.7% 1.8% 1.8% 

Qtr./Qtr. Δ 2.7% 11.3% -7.5% 0.8% -2.0% -1.9% 0.0% 
        

U.S. CPI        

Yr./Yr. % Ch. 2.6% 5.4% 5.4% 7.0% 8.5% 9.0% 8.5% 

Qtr./Qtr. Δ 1.3% 2.8% 0.0% 1.6% 1.5% 0.5% -0.5% 
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In past reports, we discussed how our focus on quarterly trends in real GDP growth and inflation is an important 

contributor to our overall investment framework and process. As long as real GDP growth is rising and inflation is 

either rising or falling on a quarter-by-quarter basis, risk assets tend to perform quite well. However, when GDP 

growth decelerates on a quarterly basis, as is the case today, the outlook becomes more challenging. When inflation 

is rising during these periods, energy, commodities, defensive equities, and inflation-linked bonds tend to perform 

well while fixed interest government bonds underperform, sometimes sharply. When inflation and real GDP growth 

are both in sequential decline, then government bonds, precious metals and the US dollar tend to be the only safe 

haven assets that protect capital during these risk-off periods. 

 

Today, U.S. real economic growth is moderating while U.S. inflation remains stubbornly high. As a result, financial 

markets have been volatile, with few places for conservative investors to hide. U.S. equities, traditionally one of 

the strongest asset class performers, have declined -18% year-to-date in USD terms, while U.S. 10-year Treasury 

bonds have performed as badly, falling -15%. The U.S. dollar has rallied +12% versus the Euro this year, which 

has cushioned the blow for unhedged investors in U.S. assets. Investors in European markets have fared less well 

in 2022. Euro equities have declined -16% year-to-date, while 5+ Year Euro government bonds have plunged -

22%, with no currency offsetting.  

 

The global growth slowdown can be attributed in large part to a sharp policy reversal by the Federal Reserve as 

they attempt to bring uncomfortably high levels of U.S. inflation back under control by raising interest rates. The 

keenly awaited October CPI released on the 10th of this month, brought much needed evidence that peak inflation 

may very well have passed. Too early yet to breath a much-needed sigh of relief, but early signs are encouraging, 

hence the dramatic rise in Equity markets last week.  

 

Equity and bond markets are adjusting to the monetary tightening actions of global central banks. When U.S. 

Treasury yields re-rate from 0% to 4%, the present value of a future stream of earnings must fall, which naturally 

leads to lower stock prices. The key question today is whether this adjustment is sufficient and whether corporate 

earnings now reflect this new interest rate environment. With this framework in mind, let’s turn our attention next 

to a review of financial markets to assess their recent performance and provide some insights into what may lie 

ahead for investors for the remainder of the year. 

 

 

 

 

 

 

 

Equities 

Annualised performance data in euros at 31st October 2022 

 

 YTD 1 Year 3 Years 5 Years 10 Years 15 Years 

Global  -11.5% -8.4% +8.0% +8.1% +13.9% +7.2% 
U.S.  -6.6% -1.6% +14.6% +15.4% +25.9% +17.6% 
Europe (ex U.K.) -17.5% -15.5% +1.7% +1.3% +6.9% +1.0% 
U.K. -6.6% -4.2% -0.8% -0.7% +1.4% -1.0% 
Emerging Mkts -19.9% -21.9% -3.3% -2.7% +0.8% -0.7% 
Japan -14.3% -14.7% -1.4% +0.0% +8.0% +1.8% 
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Bonds 

 

Despite a near -20% correction in the U.S. stock market in local currency terms this year, an unhedged European 

investor in the S&P 500 is down a more modest -6% due to the robust performance of the US dollar. U.S. equities 

have been a standout performer so far in 2022 and a star performer over all longer time frames too. In fact, over 

the last 15 years, the S&P 500 has returned a mouth-watering +17.6% per annum for an unhedged Euro-based 

investor. This impressive performance is in stark contrast to most other developed markets. For example, over 

the last decade and a half, European equities are barely positive +1.0% p.a., UK equities are underwater, -1.0% 

p.a., while Japanese equities are up just +1.8% p.a. It is a similar story for emerging markets, which have 

delivered a negative return of -0.7% p.a. over the period. The MSCI World (ex U.S.) Equity Index is not much 

higher today than when it peaked over two decades ago, all the way back in 2000. 

 

 YTD 1 Year 3 Years 5 Years 10 Years 

EU Govt +5 Yrs.  -21.6% -22.1% -7.6% -2.1% +2.1% 

EU Govt. +10 Yrs. -28.4% -29.3% -10.3% -2.6% +2.7% 

EU Corporates -15.3% -15.6% -5.3% -2.3% +0.6% 

EU Inflation-linked -7.8% -7.9% +0.5% +1.6% +1.8% 

 
Annualised performance data in euros at 31st October 2022 

 

Inflation has remained elevated and the broader economic environment—most notably the labour market—has 

proved resilient. As a result, Central Banks remain on a hiking path, with policy rates expected to maintain an 

upward trajectory. The risk is that Central Banks go too far too fast, given that monetary policy impacts the 

economy with a lag. Markets will welcome evidence of a peak in inflation, a peak in policy hawkishness and a 

peak in real yields. Such an occurrence will see less frequency and severity of Interest rate increases, most notably 

in the US, before Europe gets to that stage. We saw this last week. 

With 10-year U.S. nominal government bond yields at 3.98% , the U.S. bond market is discounting a long-term 

breakeven inflation rate of 2.5%. The Federal Reserve became concerned last year when the U.S. breakeven 

inflation rate started climbing above their long-term 2% target. The recent increases in real and nominal yields are 

designed to bring breakeven inflation rates back to 2% but it has been slow progress to date. Jerome Powell must 

ensure that higher structural inflation does not become embedded in the domestic economy and so is taking 

decisive action now. However, he must act with care as the United States and much of the developed world is 

heavily in debt. If Powell raises interest rates too far or too fast, he risks causing further damage to an already 

weakening global economy. 

The Fed is paying attention to the impact of its monetary policy decisions on international markets. The recent 

turmoil in the UK government bond market has given the Fed some pause for thought. Although the UK gilt crisis 

was a result of a domestic policy change, the surge in gilt yields did cause U.S. Treasury yields to spike for a time. 

The Powell pivot may not be too much farther away. 
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 YTD 1 Year 3 Years 5 Years 10 Years 

GS Commodities +29.6% +25.9% +25.0% +15.9% +3.0% 

WTI Crude +33.7% +23.2% +27.5% +18.0% +3.3% 

Natural Gas +58.1% +10.6% +39.9% +21.7% +8.2% 

Gold +2.8% +7.1% +7.3% +10.3% +2.5% 

Silver -6.2% -7.1% +6.3% +6.9% -2.3% 

Agriculture +13.4% +18.1% +12.6% +3.6% -1.2% 

Industrial Metals -7.6% -2.3% +10.7% +2.4% +3.1% 

Bitcoin -51.3% -61.1% +48.8% +54.2% N/A 

 

Commodities remain a bright spot for investors in 2022, despite a sharply appreciating U.S. dollar. A strong 

favourable market in energy is underway that will last for years. Oil and gas producers are returning capital to 

shareholders in droves instead of directing capital spending towards finding the next big discovery. President Biden 

has recently drained the U.S. strategic petroleum reserve (SPR) in an effort to cap domestic prices at the pump. The 

SPR will need to be replenished in time. The market is also experiencing severe supply restrictions resulting from the 

ongoing war in Europe. Demand for oil and gas will also increase once China emerges from its self-induced covid 

lockdown. Each of these factors is bullish for energy prices. Combined, they will drive energy prices much higher. 

 

Agricultural commodities continue to perform quite well in a challenging market, up +13% year-to-date in euro terms. 

Precious metals have delivered a mixed performance in 2022 with gold rallying +3% in euro terms while silver prices 

have declined -6%. Cryptocurrency prices have been cut in half in 2022, though longer-term performance remains 

strong. 

 

 
 
 
 
 
 
 
 
 
 
 

Alternatives 

Annualised performance data in euros at 31st October 2022 
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Sector In 

Focus  

 

Estate 

Planning 

Market Outlook 

As the old adage goes, ‘don’t fight the Fed’. Jerome Powell is intent on breaking the back of inflation. He has 

increased interest rates from zero to 4% and has no plans to stop just yet. The markets are pricing in another 150 

basis points of interest rate increases in 2023, which will bring the Federal Funds rate up to 5.5%. It appears that 

the Fed Chairman is intent on getting there unless something breaks in the meantime. Markets are adjusting to 

this new normal of tighter monetary policy despite signs that economic growth is slowing and inflation may be 

peaking. It is a challenging time for policy makers and investors alike. Global markets reflect well-known fears 

and the likelihood of severe economic problems above and beyond what is already priced in seems low. 

Meanwhile, positive economic factors continue to be largely ignored. The S&P 500 found a low at 3,637 in June 

2022 after which it rallied strongly, adding +19% before topping out in mid-August. The equity market rolled 

over and made a new low at 3,492 in October. That low may be challenged or broken before the year is out. 

There remain plenty of reasons for caution. However, markets are anticipatory in nature and generally do a good 

job discounting the news. An inverted yield curve is a clear sign that this interest rate rising cycle should be 

over in the next 3-6 months. While equities and bonds have had a difficult year and the global reserve currency 

has been rallying sharply, we are on the lookout for and expect a reversal in each of these trends as we head into 

2023. We look forward to providing you with our updated views on markets in our next report in January 2023.  

 

Capital Acquisitions Tax (C.A.T.)  covers liabilities associated with the passing of Assets/Wealth on Death and on Gift, 

prior to Death. The Gift Tax element of this Tax has become a very impactful negative, over the past number of years. 

CAT has been an easy target for the Revenue from a Tax generation perspective. CAT has increased by 65% from a 

Tax Rate of 20% to 33%, while at the same time the Parent Child Tax free threshold (the Value a Parent can pass to a 

Child, Tax Free) has decreased by almost 40% from €521,208 to €335,000. These changes have significantly lowered 

the entry level for CAT and therefore the incentive to maximizing available reliefs is now much more prevalent. 

 

The recipient of either a Gift or Inheritance is a beneficiary. The relationship of the beneficiary to the Individual 

(Disponer) passing the asset on Death or pre-death, by gift, will determine the element receivable Tax free and what is 

not Tax free. Such allowances are referred to as Thresholds. We detail hereunder the Threshold allowances based upon 

the relationship to the Disponer. There are a number of important exemptions and reliefs which can reduce or in certain 

circumstances eliminate potential CAT liabilities which merit exploring. 

 

Why Estate Planning is so important for all 

of us. 
If you hear the phrase “Estate Planning” and immediately 

tune out, you are not alone. An Estate plan is not only for 

the wealthy who own an actual Estate, complete with 

manicured lawns and a mansion. It is for everyone—

because everything you own counts as your Estate. The 

issue of Estate Planning and the need to explore how it 

affects each of us and our families has become a more 

prevalent issue in recent years, contrary to general 

perceptions.  

 
Everyone, regardless of financial status or age, can benefit from having an estate plan — assuming you have assets to 

leave and people to leave them to. 
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advisor to many Individuals, 
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Should you wish to explore our 

service offering it would be our 

pleasure to discuss your specific 

requirements and we invite you to 

make contact with us. 
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Without a plan in place, settling our affairs before we pass on could have a long-lasting—and costly—impact on your 

loved ones/beneficiaries. With Property value growth, increased Pension Fund participation and more Capital in 

Investment Portfolio’s the above Thresholds are very attainable. However, there are steps that can be taken to both 

quantify potential liabilities and also how to mitigate same. Firstly: 

1. Estate Planning requires an appropriate Will or Power of Attorney drafted, to reflect how such Assets are treated 

on Death or incapacity. 

2. Estate Planning identifies potential liabilities and provides options on mitigating such liabilities. Complete our 

Estate Valuation/Asset Inventory and have an Estate Tax calculation prepared. 

3. Re-calibrate Investment Portfolio’s to make them more Tax efficient. Historically Investors simply applied    

Capital to a particular vehicle/portfolio. Whilst the investment of Capital can still be entertained, structuring 

same with due cognizance to Estate Planning will provide the same returns but with greater Tax efficiency and 

flexibility.  

4. Estate Planning protects the Family. Not only from a Wealth management perspective but also where young 

Children exist where Inheritance or Gifts may be inadvisable due to age or maturity. 

We regularly advise and implement a range of Estate Planning solutions for Clients, including planning lifetime gifts, 

Insuring a liability through Revenue approved vehicles and other structures. We advise Clients in relation to Capital 

Acquisitions Tax, focusing in particular on the availability of certain reliefs and exemptions. While everyone's situation 

and wishes are different, it is important to consult an experienced advisor who will provide solutions upon which 

informed decisions can be taken. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Threshold 

Group 

Relationship of recipient of gift 

or Inheritance to the person 

providing the benefit 

Current 

Threshold 

amounts 

A Son or daughter €335,000 

B Siblings, child of sibling €32,500 

C All other relationships €16,250 
 


