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Recent Volatility in Investment Markets 

 

There has been a high level of volatility in investment markets over the last few weeks and months and 
you will have seen some indicators such as the FTSE100 Index fall sharply on some days. 

This does look likely to continue for the foreseeable future and the purpose of this additional investment 
bulletin is to add some further background and comment to reassure you. 

 

What has caused this? 

 

An unprecedented combination of factors has been the cause: 

 Global Economic slowdown 

 China  

 Low oil price 

 Collapse in commodity prices 

 Uncertainty on interest rate rises 

 Possible exit of the UK from the EU 

 Consumers not spending in the US 

 

All these factors in isolation have some bearing on investment markets but when combined the overall 
effect is magnified. 

What is volatility?  This is when somebody needs to trade a stock/bond or investment and is not 
concerned about the price they will get for their asset.  This can lead to a herding instinct or indeed panic 
and when people are uncertain they make poor decisions. 

Generally experienced managers sit tight as they look longer term and they have experienced periods of 
volatility before. 

Most commentators pick up on the Stock Market Indices (FTSE100, Dow Jones) when they quote record 
falls etc., but what you must remember is that we do not manage funds in that way and portfolios are not 
made up of just Index stocks.  The Indexes tend to represent only a small number of sectors namely 
financials, energy telecoms and pharmaceuticals, as these are normally the top 100 companies by market 
capitalisation. 

Our portfolios consist primarily of multi-assets so we do not invest in just one asset class.  This gives 
diversification and the opportunity to obtain returns from negatively correlated assets, which means when 
one asset class is depressed others are doing well, for example, equities versus fixed income (bonds).  

When we have conducted recent reviews of clients’ portfolios they have clearly indicated to us that, 
although many have suffered some short term losses, they are nowhere near as bad as the market 
averages quoted by the Press and the commentators.  When measured over the longer term, these are 
still showing positive returns. 



 
 

Market timing is also crucial in investing.  Nobody can guess the markets with any degree of consistency 
so when some difficulties arise, it is not as straightforward as selling out because you could miss the 
upturn which can occur quite quickly once sentiment has changed. Volatility can create opportunities to 
buy stocks at depressed prices and by being out of the market these opportunities can be missed. 

The low oil price is good for the consumer as it means more money to spend in the economy and 
therefore, increased growth.  Prices have stopped falling at the pumps in the UK as production has fallen 
to stem the over-supply.  It is possible the bottom has been reached but any dramatic rise over the short 
term is very unlikely. 

Our view remains unchanged. Invest for the long term and ride out the storms. Short term panic measures 
are not the answer. 

We have a robust research process which identifies the best funds in each sector and by carefully 
constructing portfolios in a risk managed way, we are confident that our clients will receive returns in 
excess of inflation and Building Society rates over the medium to long term. 

The outlook for UK interest rates remains low with the Governor of the Bank of England recently saying 
that any rate increase this year is now looking unlikely.  So if investors are looking for positive returns 
then deposits would not seem to be the answer for the foreseeable future.  

If you are feeling unsure about your investments and would like some reassurance or wish to discuss the 
situation in more detail, then please do not hesitate to contact us. 
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