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• S&P500 hits another record
• Heightened volatility in 2022 but stocks still favoured

Equities around the world continued the bull run in 2021 which started amid the pandemic in March 2020.  It turned out to be 
the first year in 16 that the S&P500 outperformed the Dow and the Nasdaq.  The 500 rose 27%, the Nasdaq rose 22% and the 
Dow 18%.  

France’s CAC40 was the surprise star performer in Europe.  It rose 29%.  The Italian MIB also performed well, up 23%.  The 
UK’s FTSE100 rose 14% and the German Dax 15%. 

The best performing market was Sri Lanka’s ASPI which was up 77%.  Argentina’s MERVAL index was the next best 
performer, up 63%.  The IBC Caracas index in Venezuela was one to avoid, down 99.57%. 

Most of the gains in stocks came between January and September.  There was a decline in equity values, most notably in the 
technology sector, during the fourth quarter as the threat of rising interest rates made those companies with thin balance sheets 
and only the promise of returns (notably in the electric vehicle space, battery charging station companies, hydrogen fuel 
propulsion etc) less appealing.  The likes of ITM, PLUG, NIO, NKLA have been particularly hard hit.  So too have ‘reopening’ 
stocks such as ZOOM, DOCU, PTON as the market sees people moving away from wanting to hold ‘remote’ conferences or 
do their fitness training at home.  Instead, it is felt people will resume their gym memberships and convert their peloton 
machines to clothes horses. 

MSFT, NVDA, GOOG were all up over 50% in 2021, and AAPL, which needs a close at or above $182.86 to become the 
world’s first trillion dollar company, was up 35%.  (When AAPL does get to $3tn valuation, it will exceed the market 
capitalisation of the UK, France and India.) 

Chinese stocks, which took a hammering in the second half of the year amid a crackdown by the government on tech 
companies threatening to become monopolistic, were still up modestly (6%) on the year, and last month President Xi offered 
an olive branch to his American counterpart, saying (via his foreign minister Wang-Yi) he is open to dialogue between the two 
countries providing it is on mutual respect basis (https://news.cgtn.com/news/2021-12-20/Wang-Yi-China-to-adhere-to-
fighting-COVID-19-with-solidarity-168KLAFAUa4/index.html).   Clearly, investors feel tech stocks in China have been 
beaten down too severely, as they rallied strongly in the year’s last few days of 2021 trading. 

Shanghai Composite (SHI:SHH), 1 year to 30.12.21 (Source: ft.com) 
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Shenzhen [technology] index, 1 year (Source: marketwatch.com) 

The rate at which central banks begin to taper away bond buying (to inject liquidity into their economies) and then begin to 
tighten monetary policy by raising interest rates is the big question facing investors in 2022.  Covid, Omicron and any other 
viruses which mutate from these could force adjustment but it appears that the Federal Reserve in the US will finish their taper 
by mid year and then begin tightening as early as the third quarter.  This appears to be priced into the dollar index which rose 
6% in 2021, and at 96 with an $85-$100 oil price in the offing for much of 2022 will be about as much as the world economy 
can take without falling into recession. 

US dollar index (DXY) 1 year to 31.12.21 (Source: marketwatch.com) 

GBPUSD 1 year (Source: marketwatch.com) 

EURGBP 1 year (Source: marketwatch.com) - reflecting unlikelihood of any rate rises in the Eurozone in 2022 
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In the face of a rising dollar and rising rates, unsurprisingly gold had a poor year in 2021.  It fell 4%.  Silver fell 12% (its worst 
year since 2014), platinum fell 10% and palladium suffered its worst year since 2015, down 20%. 

The energy sector had a strong year last year, up 50%.  The oil majors all rallied strongly, typically up between 30-50%, and 
analysts again expect a strong first half 2022 at the very least for the sector.  Oil supply is tight due to severe capital 
expenditure cutbacks by all oil producers in the wake of strong climate change initiatives and a wish to turn away from fossil 
fuels.  Paradoxically, there is not the infrastructure nor the technology ready yet to support a full-scale turnaround, hence 
Europe is faced with escalating energy costs and having to go cap-in-hand to Russia for increased natural gas supplies.  
Fundstrat, an independent research house (https://fundstrat.com/), has its top sector picks for 2022 as energy and large-cap 
technology. 

Equities should continue to do well in 2022.  ‘As January goes, so goes the year’ is a commonly quoted dictum.  There is 
nothing to stop January indeed producing healthy returns for stocks, however thereafter it would not be surprising to see 
increased volatility as the market tries to read the pace of tapering, the pace of rate increases, the threat of inflation, ongoing 
virus impact, concern of stagflation/recession, and geopolitical rumblings from China and Russia - in other words, a plentiful 
wall of worry.  As the world exits a fear of deadly viruses, pent-up consumer expenditure should buoy corporate earnings - and 
Europe and the UK have much catching up to do. 

Amid a rate-rising environment bonds will be unattractive. 
 

US-China trade balance (Source: Canaccord Genuity) 

Favoured investment plays: 
Nil risk: 
Cautious risk: Cash  
Balanced risk: Managed / Multi-asset funds  
Market risk: Multi-asset funds, UK equity  
Adventurous risk: Asia, Europe, Japan, US equity 
Speculative risk: Technology, Energy, Emerging Markets 

Disclosure: 
Nicholas Chappell has the following personal investment exposure: Technology (all US, including fintech & green energy) 39%, China 10%, Asia 8%, Global 
Equity 3%, UK Equity 20%, European equity 9%, US Equity 10%, US smaller companies 1% 

Important information: This communication is for informational purposes only.  It is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument or as an official confirmation of any transaction.  The price of shares and the income from them may fall as well as rise.  Past performance is no guarantee of future 
returns and investors may not get back the full amount invested, particularly in the early years.  Exchange rates may also cause the value of underlying overseas investments to go 
down or up. Investments in emerging markets and hedge funds can be more volatile and the risk to capital is greater.  All market prices, data and other information are not warranted 
as to completeness or accuracy and are subject to change without notice.  Some quoted analysis is a resume of data supplied to McLaren Wealth Management by some of the world’s 
leading investment houses and although McLaren Wealth Management has given its opinion as to how the data can be interpreted, investment should not be embarked upon without 
full analysis of the risks involved and a careful study of the sales prospectus, where applicable. 
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