
 

 

 

 

 

8 October 2021 
 

Dear Equity Client  
  

GLOBAL EQUITIES – 3rd Quarter 2021 
 

World equity markets experienced a lacklustre third quarter, with September being the weakest 
month of the year, true to historical trends. The MSCI World Index (including Emerging Markets and 
dividends) decreased -1.1% (US$ terms, +1.4% UK£ terms) over the quarter, bringing the return for the 
nine months to a still attractive +10.6% (US$ terms, +12.7% UK£ terms).  
 
Investors had to contend with material uncertainties in both of the two largest economies over the 
quarter. Following decades of focus on economic and infrastructure developments, the Chinese 
government initiated a new strategic economic programme of rebalancing their economy towards 
‘common prosperity’ and social responsibility to uplift the large portion of their population with low 
income. Regulation has not remotely kept pace with said developments, with the government now 
having huge catch-up work to do on this front. Aggressive new regulatory steps have been introduced, 
with the Education, Health Care, Property and Technology sectors particularly vulnerable in this 
context. The Evergrande Property/Debt debacle has elevated the debt issues in the property sector 
with needs for bailouts and material risk of debt defaults.  
 
US Investors have been climbing a wall of worry on several fronts over the quarter. The US  government 
has been struggling to lift its debt ceiling in time with risk of running out of funds to settle their normal 
operational costs. Central Bank tapering suddenly seems to be closer than previously thought. Political 
forces on the left are seeking to replace Powell as the Federal Reserve Chair. Continuing major supply 
chain issues deter economic growth and may extend the transitory phase of high inflation. Views of 
potential stagflation are therefore also gaining some traction.  
 
The risk of investing in China has now been fully exposed, and also further elevated. There is little 
communication with foreign investors, with the result that they perceive the chances for further 
negative surprises being greater than the chances for positive surprises. Whilst many Chinese share 
prices have dropped materially and seem to trade at attractive valuation levels, we fear that some 
structural damage to investor confidence has occurred. We remain, though, optimistic about their 
consumer market and continue to invest indirectly in China through global operators rather than 
directly through Chinese franchises. 
 
Against this, we do not believe a major portion of the issues negatively affecting US investor sentiment 
are structural in nature. Longer than expected supply chain effects from the pandemic are the 
dominant cause for the disruptions that cause both weaker economic growth and higher costs. These 
issues will pass over time – as already apparent in some of the commodity prices. It is now also 
becoming clear how effective the vaccines are in containing the virus’s negative health effects and that 
the world can live with it. Business life is quickly adapting to the new normal. 
 
We thank you for all your support. 
 

With best wishes 

 
Gerrit Smit 
Partner – Head of Equity Management 



  

 

RISK DISCLOSURE 
 

1. This communication has been prepared for information only and is not intended for onward 
distribution. It is neither an offer to sell, nor a solicitation to buy, any investments or services. 
This communication does not constitute a personal recommendation and does not take into 
account the individual financial circumstances, needs or objectives of the recipients.  
 

2. All investments risk the loss of capital.  No guarantee or representation is made that the funds 
will achieve their investment objective. 
 

3. The value of investments may go down as well as up and, for products designed to return 
income, the distributions can also go down or up and you may not receive back the full value 
of your initial investment. 
 

4. Past performance should not be used as a guide to future performance. 
 

5. The advice we provide will be based on and take into account a majority of product types and 
not every single equivalent product within a given product category.  As such, our advice is 
restricted (as opposed to independent) as defined by the Financial Conduct Authority (“FCA”). 
 

6. Changes in the rates of exchange between currencies may cause the value of investments to 
go up or down in the reporting currency. Returns may increase or decrease as a result of 
currency fluctuations. Values may also be affected by developments relating to controls and 
restrictions on foreign currency remittance of proceeds of investments in a non-sterling 
jurisdiction. 
 

7. Whilst every effort is made to ensure that the information provided to clients is accurate and 
up to date, some of the information may be rendered inaccurate by changes in applicable laws 
and regulations. For example, the levels and bases of taxation may change. 
 

8. The material contained in this document is not to be regarded as an offer to buy or sell or the 
solicitation of any offer to buy or sell securities in any jurisdiction where such an offer or 
solicitation is against the law, or to anyone to whom it is unlawful to make such an offer or 
solicitation, or if the person making the offer or solicitation is not qualified to do so. The 
information on this document does not constitute legal, tax, or investment advice. You must 
not, therefore, rely on the content of this document when making any investment decisions. 

 
In addition to the information provided by Stonehage Fleming Investment Management Limited you 
may wish to consult an independent professional. 
 
This communication has been approved for distribution in South Africa and those countries of the EEA 
where distribution is permitted by: 
 
Stonehage Fleming Investment Management Limited  
15 Suffolk Street 
London SW1Y 4HG                                                                                    
 
Stonehage Fleming Investment Management Limited is authorised and regulated by the Financial 
Conduct Authority and registered with the Financial Sector Conduct Authority (South Africa) as a 
Financial Services Provider (“FSP”) FSP No: 46194.   Approval: 2021_088 


