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“What we know is a drop, what we don’t know is an ocean.”

Isaac Newton
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2022 – First Move
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Source: coastaldigest.com
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• Policy risk might now be not taking enough 
action on inflation

• COVID continues to disrupt markets

• Threat to growth increased as companies 
reposition in a rising cost environment

• Some inflation will be transitory, but some 
won’t

• Geopolitics driving deglobalisation as 
economies backshore

2022 – HALT! ABOUT TURN!
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Zero COVID Policy
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But COVID Hasn’t Gone Anywhere
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Source: Our World In Date as at 25th April 2022, BMO Global Asset Management.



Market Jitters
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Inflation
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Inflation – Nowhere immune
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• The US should be affected to a lesser 
degree

• Self sufficient for fuel

• Positive trade balance in agriculture, but still 
major importer of coffee, cocoa, fresh and 
processed vegetables, grains and feeds

• But…



US Excess Savings Remain High
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Source: Bloomberg as at 23rd March 2022. Savings as % of disposable income



US Full Employment, Rising Wages
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Source: Goldman Sachs estimates as at February 2022. Supply = 
Size of Labour Force, Demand = Employment + Job Openings.

Source: Atlanta Federal Reserve as at 25th April 2022. Atlanta Fed 
wage tracker, hourly weighted, 3 month moving average.



Source: Bloomberg as at 25th April 2022. Consensus expectations for Q4 2022 consumer prices % change a year ago.

Inflation Forecasts Revised Upwards
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• This inversion only predicts downturns with a 
significant delay – 18-24 months

• Monetary conditions will remain loose even as 
central banks tighten

• Real rates are still negative accounting for inflation

• Unprecedented levels of QE has distorted signals 
from the yield curve

• The short end of the curve is not signalling 
recession

• In the US and most developed economies, the 
dynamic remains healthy and fiscal policy is 
reactive

Inverted Yield Curve – Recession Ahead?
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Source: Bloomberg as at March 2022



Valuations Remain Attractive
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Source: Datastream as at March 2022



Equity Preference, But Be Selective
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Source: Bloomberg as at March 2022

Source: Bloomberg as at April 2022

• Profit share remains very high in the US, but…

… real yields are more supportive of value versus 
growth



Return Diversifiers More Relevant
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Asset Class Returns
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World Stock Market Returns



• US economy looks stronger than Europe in 2022

• US inflation close to a peak, but still above Fed’s target

• UK inflation likely to rise further without additional government intervention

• Risk of recession has risen, greater chance in UK and Europe, but unlikely any 
time soon

• Equities face significant headwinds, but should still outperform bonds – TINA 
(there is no alternative)… for now

Conclusions
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• Tightening monetary conditions create more risk, uncertainty and inequality

• Risk of policy error has increased

• Avoid big style bets and focus on balance within portfolios

• Sustainable trends and awareness continue to accelerate

• Avoid complacency, change is ahead

• Elevated tail risks due to heightened geopolitical instability

Outlook
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“Let not any one pacify his conscience by the delusion that he can do no 
harm if he takes no part, and forms no opinion. Bad men need nothing 

more to compass their ends, than that good men should look on and do 
nothing.”

John Stuart Mill, 1867
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Appendix



US Housing Market Unaffected by Rising Rates
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Source: Columbia Threadneedle and Bloomberg as at 25th April 2022.
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Global Fixed Income Spreads and Returns
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Opinions constitute our judgment as of this date and are subject to change without warning.  The value of investments, and 
the income from them, can go down as well as up, and you may not recover the amount of your original investment. Past 
performance is not a reliable indicator of future results and forecasts are not a reliable indicator of future performance.  Where 
an investment involves exposure to a foreign currency, changes in rates of exchange may cause the value of the investment, 
and the income from it, to go up or down.  The information in this document is not intended as an offer or solicitation to buy 
or sell securities or any other investment, nor does it constitute a personal recommendation.  
 
 
 
MM Wealth is authorised and regulated by the Financial Conduct Authority. Registration Number: 148496.  
MM Wealth Ltd  Wellbrook Court, Girton, Cambridge CB3 0NA   01223 233331   info@mmwealth.co.uk 

We hope you found this presentation of interest and useful.  
If you have any questions, please do not hesitate to contact us.

Disclaimer


