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Tactical Positioning 
Market volatility remains high, as investors worry about how far central banks will raise interest rates in response to 
inflation. Although we are optimistic that the end of covid restrictions will be good for economic growth, we see growing 
risk that if interest rates rise too rapidly this may trigger an economic slowdown. In the short term there is the additional 
risk that a war in Ukraine could lead to further increases in oil and gas prices which in turn could push headline inflation 
higher whilst reducing demand for other goods and services, as a larger share of company and consumer expenditure 
is directed towards energy costs. Within portfolios we maintain exposure to quality growth equities, which should be 
less vulnerable to the economic cycle, whilst having exposure to sectors such as banks, which are beneficiaries of higher 
interest rates.  
 
Market Moves 

 
Note: 1Europe excluding UK; 2Bloomberg Commodity Index; 3US Treasury 10 Year Yield shows absolute, not percentage, change in yield; Source: Bloomberg 

 
Equity markets generally fell over the fortnight, although the UK equity market which is dominated by banks and 
resource companies was a beneficiary of higher oil prices and interest rate expectations. 
 
Inflation - Is it just transitory? 
The headline news of the fortnight was the release of the January Consumer Price Index (“CPI”) figures from the US 
Bureau of Labour Statistics. The 7.5% annual increase, which managed to exceed consensus estimates of 7.3%, is the 
largest increase in consumer goods prices for 40 years. The primary contributors to the large inflation figure were 
energy, namely gasoline, and used vehicles, owing to the ongoing semiconductor supply chain bottleneck impacting the 
production of new cars. Those remaining in the transitory camp argue that these supply pressures, which drove the 
surge in inflation over 2021/22, are already reducing.  Others argue that the shift to sustainable assets and net-zero 
targets will continue to drive inflationary pressures for years. 
 

12-month average percent change in US CP 

Source: U.S. Bureau of Labour Statistics 
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Interest rates on the increase 
Following the January CPI release in the US, investors have been bracing themselves for how aggressively the Federal 
Reserve (“Fed”) will act to try to curb inflationary pressures. Markets have already priced in a 50 basis point rate increase 
in March, with St Louis Federal Reserve Bank President James Bullard stating his support for a full percentage point rise 
in rates over the next few Fed policy meetings. Poised for further rate hikes, the yield on the US 10-year Treasury bond 
rose 27 basis points month-to-date to reach 2.00% for the first time since August 2019.  This is three times the low level 
they reached early in the pandemic. Although interest rates are set to rise, we believe that they will settle at a relatively 
low peak and are likely to be below average inflation levels for the next couple of years. This will leave real, inflation 
adjusted, interest rates at historical lows and should support the price of risk assets. 
 
Still time for diplomacy  
As tensions continue to rise at the Russo-Ukrainian border, with Russian troops deployed en-masse to conduct “combat 
training exercises”, US President Joe Biden and British Prime Minister Boris Johnson insist that there is still time for a 
diplomatic conclusion to the affair. At the same time, both nations continue to advise their citizens to leave Ukraine 
whilst they can, by any commercial means available. German Chancellor Olaf Scholz visited Ukraine at the start of the 
week and then travelled to Moscow shortly after, following in the footsteps of French President Emmanuel Macron. 
Russia’s Defence Ministry announced on the morning of the 15th that “some troops will be returning to their bases from 
the Ukrainian border after completing drills”. Even though the announcement has not been formally verified by satellite 
imagery, the release in pressure was enough to prompt a snap rally in markets, with US equity futures rising as much as 
1.80%, amid hopes for continually reduced geopolitical tensions. 
 
‘You’ve got a friend in me’ 
Russia’s emerging ally, China, supported the anti-NATO rhetoric, claiming that “Western powers are using the NATO 
defence alliance to undermine Russia”. Relations between Russia and China appear to have bloomed into a renaissance 
in 2022, with China lifting restrictions on Russian wheat and barley imports and Vladimir Putin attending as the guest of 
honour at the opening ceremony of the Beijing Winter Olympics. An announcement that state-owned energy company 
Gazprom will sell an additional 10 billion cubic metres of gas to the China National Petroleum Corporation, as part of a 
30-year agreement worth approximately US$118 billion helped to solidify relations between the global superpowers. 
 
A light at the end of the tunnel… 
Covid restrictions continue to ease. In the UK, for example, Boris Johnson announced that he is considering ending all 
COVID related restrictions, including the self-isolation requirement, by the end of February, one-month earlier than his 
previously stated date. He pointed to the continually dropping case numbers and hospitalisations as well as the antibody 
wall developed by fully vaccinating over 65% of the eligible population.  
 
 
Economic Updates 

The University of Michigan’s Consumer Sentiment Index reached its lowest level in a decade, falling from 67.2 to 61.7 
for February, driven by an inflation-linked weakening in personal financial prospects and lower confidence in the US 
government’s economic policies. 
 
 
 
 
 
 
 
 
 
 
 
 
 
JONATHAN BELL, IVO COULSON, AMAR KALSI                 15th February 2022  
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Important Information 
 
The information contained herein (the “Information”) has been prepared by the Stanhope Group. The Stanhope Group comprises Stanhope 
Capital (Switzerland) SA and its subsidiaries, including Stanhope Capital LLP and Stanhope Capital SAS. Stanhope Capital (Switzerland) SA is a 
company incorporated in Switzerland and a member of the Swiss Association of Asset Managers (SAAM), a Self-Regulating Body approved 
by the Swiss Financial Market Supervisory Authority (FINMA). Stanhope Capital LLP is a limited liability partnership incorporated in England 
and Wales authorised and regulated by the Financial Conduct Authority (FCA). Stanhope Capital LLP is regulated by the US SEC under firm 
number 162512. Stanhope Capital SAS is a “Société par Actions Simplifiées” incorporated in France and regulated by the Autorité de Marchés 
Financiers (AMF). Acceptance of delivery of any part of this Information constitutes acceptance to the conditions of this legal disclaimer. 
 
The Information attached is being disclosed by the member of the Stanhope Group indicated in the Information and exclusively to the 
intended recipient (the “Recipient”). 
 
The Information does not constitute an offer to sell or a solicitation of an offer to buy any investment fund or other financial products. The 
Information does not constitute investment advice or advice with respect to the suitability of any investment. 
 
Restrictions 
The Information is private and confidential and provided for information purposes only. No part of the Information is to be distributed, copied 
or disseminated directly or indirectly to anyone other than the Recipient and its professional advisers (for the sole purposes of obtaining 
advice). The Information should not be relied upon for tax, auditing or other purposes. The Information is not intended for any person in any 
jurisdiction (by way of nationality, residence, domicile or otherwise) where the publication or availability of it would be in contravention of 
any applicable law or regulation. 
 
Opinions, estimates and statements contained in the Information constitute judgments of the Stanhope Group at the time of their 
preparation and are subject to change without notice. 
The value of investments can fall as well as rise; potential income or profits are accompanied by the possibility of loss. The Recipient may not 
receive back the original amount invested. Past performance is not a reliable indication of future results. Performance figures included in the 
Information are unaudited except where indicated. Please refer to the risk warning notes provided next to any performance figures included 
in the Information. In certain circumstances prices stated may be historic because of the delay in obtaining prices and/or valuations from 
third parties. Valuations are based on either market prices available at the time of the preparation of the Information or on the Stanhope 
Group’s reasonable estimates thereof at the time made. Valuations based upon other models or assumptions or calculated as of another 
date or time may result in different values. The valuation or returns on investments in currencies other than the base currency of a client’s 
account may increase or decrease as a result of currency fluctuations. 
 
The Stanhope Group may recommend or make investments for its clients in illiquid or volatile instruments or funds which may carry a high 
degree of default risk or in funds which utilise leverage/gearing which can exaggerate performance and may lead to large falls in value. 
 
Any description of any investment process or investment management process described in the Information may change from time to time 
at the discretion of the Stanhope Group or otherwise. 
While reasonable skill, care and diligence have been taken to ensure that the Information was accurate as at the date of writing, the Stanhope 
Group has not verified and accepts no legal responsibility for any third-party Information. In addition, the Stanhope Group makes no 
representation, warranty, undertaking or guarantee, express or implied, as to the accuracy or completeness of the Information and opinions 
therein. No members of the Stanhope Group shall be responsible for or have any liability to any Recipient or third party for losses or damages 
(whether consequential, incidental or otherwise) arising (i) out of errors, omissions or changes in market factors, conditions or circumstances 
or (ii) from making any use of the Information. 
The Information does not replace, supplement or amend the contractual documentation entered between the relevant member of the 
Stanhope Group and the Recipient, including but not limited to (i) the required qualifications of the Recipient in order for such Recipient to 
receive the Information and (ii) the disclaimers and limitation of liability contained in such contractual documentation. Further, the 
Information does not replace, supplement or amend the documentation applicable to any investment fund or other financial products 
referred to in the Information. 
 
United Kingdom 
To the extent that the Information is aimed at residents of the United Kingdom, the Information has been approved for issue in the United 
Kingdom by Stanhope Capital LLP. Stanhope Capital LLP’s advice is categorised by the Financial Conduct Authority as “restricted” because it 
advises on investment funds, which are only one type of “retail investment product”. Stanhope Capital LLP does not provide investment 
advice on other retail investment products, such as life insurance, stakeholder pensions or personal pension schemes. 
 
France 
Stanhope Capital SAS does not provide investment advice on retail investment products, such as life insurance, stakeholder pensions or 
personal pension schemes.  
 
United States 
The Information is not intended for residents of the United States or for any U.S. Person. The Information is not an offer to sell any securities 
to or for the benefit of United States persons or the solicitation of any offer to buy securities on the part of or for the benefit of any such 
United States persons. For the avoidance of doubt a U.S. Person does not include a U.S. Citizen resident outside the U.S. 
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