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Financial markets have continued to be volatile during the third quarter of this year. 
Following relative calm in July, markets were especially volatile in September. We have seen falls 
in global equities of 26% to the end of September, and the US technology sector has fallen 32.40% 
over the same time period. 
 
The hawkish Jackson Hole Symposium update in late August confirmed that restoring price 
stability remains the core priority of the US central bank (the Federal Reserve), despite the 
inherent risks to growth. The Fed Funds Rate now sits between 3% and 3.25%, a level last seen in 
2008, and Fed officials are projecting a rise of at least 1.25% over the final two meetings of this 
year. The Bank of England has also raised interest rates recently and projections are for base rates 
to peak at 4.75% in this current cycle. 
 
This tightening of interest rates, together with macroeconomic and geopolitical uncertainty, along 
with many countries experiencing currency weakness, has contributed to a rapidly strengthening 
US dollar. This is another headwind for US companies who have foreign profits that now translate 
back into fewer dollars. And the rest of the world must now pay higher prices for energy and raw 
materials, most of which are still priced in dollars. A result of the strong dollar could be an increase 
in US company bids for foreign corporates as well as an increase in US tourists travelling 
overseas.     
 
A more positive outcome of the continuing high energy prices and resultant elevated inflation 
numbers is President Joe Biden’s introduction of the Inflation Reduction Act which will result in 
$369bn investment in clean energy and climate change mitigation initiatives.  
 
The bond markets were the key focus in September due to the concerns over rising interest rates. 
The US Treasury started September with a yield of 3.19% and ended the month yielding 3.83%. For 
the first time in over seventy years, global bonds are in bear market territory, having seen a 
decline of more than 20% from their peak. Historically it is unusual to see both equity and bond 
markets in bear market territory at the same time.  To a number of analysts the price moves for 
fixed income during the third quarter seemed very extreme, and some believe that for the first 
time in many years certain bonds are now looking more attractive as investments.  
 
Since the end of the third quarter, we have also experienced disorderly markets, especially in the 
UK, where changed in fiscal policy outlined in the mini budget led to a run on the pound and 
unprecedented levels of volatility within the UK gilt market.  Significant intervention by the Bank 
of England was required to stabilise the situation and, as we write, most proposed fiscal changed 
have been reversed; the severe market reaction clearly demonstrates how acutely sensitive it is 
to change.  It is, however, the reversal of past decades’ global monetary policy, rather than fiscal 
policies, that is having the most impact.   
 



   

 

We firmly believe that asset prices will eventually recover, as they have done historically, and that 
staying invested and maintaining exposure provides the best route to extract the benefits of 
compounding to enable portfolios to generate good returns over the longer term.  
 
Many assets are now much more attractive than they were at the beginning of the year. Bear 
market periods are often short-lived when compared to bull market periods, and historically some 
of the financial markets’ best trading days take place both during a bear market and in the first 
two months of a bull market – catching the timing of these is of course very difficult.   
 
The balance of the year has a number of key international events, including COP 28 (which is being 
held in Egypt), the November US mid-term elections, and the G20 group of world leaders meeting 
in Bali in mid-November. 
 
There of course remains the possibility of bouts of extreme volatility in financial markets, and bear 
market rallies are often very sharp.  We will remain vigilant to news-flow. 
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Opinions constitute our judgement as at the date of publication 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 
foreign currency, changes in the rates of exchange may cause the value of the investment and the income 
from it to go up or down. In the case of some investments, you should be aware that there is no recognised 
market for them, and that it may, therefore, be difficult for you to deal in them or for you to obtain reliable 
information about the value or the extent of the risks to which they are exposed.  Certain investments carry 
a higher degree of risk than others and are, therefore, unsuitable for some investors.  It may be possible to 
lose all of your initial capital in certain types of investments.  Before contemplating any transaction you 
should consider whether you require financial advice.  Nothing in this document should be construed a 
solicitation, offer or recommendation to buy or sell securities or any other investment or banking product, 
nor to provide any investment advice or service.  Nothing contained in this document constitutes 
investment, legal, tax or other advice, nor should it be relied upon when making an investment or other 
decision. The information in this document is believed to be correct but LAM cannot guarantee its accuracy, 
timeliness or completeness of any such information.    
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