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Monetary policy remained in key focus throughout, and defined the backdrop for the market. Hawkish US Federal 
Reserve meetings resulted in US interest rates being raised by 75bps on successive occasions. Fuelled by yield support 
and its safe haven status, the US Dollar strengthened further. It gained 6.95% against the Euro, 9.02% against the GBP, 
and 6.67% against the Yen (despite intervention by the Bank of Japan) for the period. Currency shifts of this magnitude 
e�ectively “exported” the monetary stance of the US into its trading partners. In economies where underlying growth 
and health has not been as robust as the US, this e�ect has been unwelcome and painful (and is likely not yet over, 
unless the US Fed relaxes its stance soon). 

Investors had to brace for rapidly slowing economic growth and possible financial market instability. An example of this 
market stress became apparent late in September in the UK where ill-judged fiscal policy caused UK bonds and UK 
shorter-dated gilts to weaken suddenly. The sharp move in supposedly “risk-free” assets like UK gilts required interven-
tion from the Bank of England to support the yield curve and the Pound and to avoid further systemic stress within the 
UK financial industry.

Coupled with restrictive monetary conditions, the ongoing geopolitical tension around Russia/Ukraine and European 
energy/gas markets reignited fears of a bleak Northern Hemisphere winter ahead and a hard economic landing. There 
was not much good news to factor in, although recession fears did put pressure on the price of crude oil which weak-
ened to below $90 for Brent crude.

Ongoing market volatility is symptomatic of the highly uncertain economic outlook facing investors and policymakers. 
The outlook for overall economic growth and equity earnings remains highly uncertain and is being reflected in elevat-
ed risk premia. The Russian occupation of parts of Ukraine requires positive resolution, as does policy in China which 
remains an important driver for commodity prices. The Northern Hemisphere winter ahead remains a major focus (con-
strained gas supplies from Russia to the EU in particular).

With an uncertain and volatile backdrop in mind, the Laurium Global Active Equity fund remains healthily diversified 
across a range of investment drivers, with strong prospective returns as risk appetite normalizes. 

Performance commentary and Fund actions  

The Laurium Global Active Equity fund lagged the MSCI ACWI return for the quarter. Positive relative performance 
came from holdings of Arca Continental, Next plc, Nordea, Heineken, BAT and Quanta Services. Detractors from 
relative returns for the period were Alibaba, Prosus NV, Samsung Electronics, Deutsche Post and ABInbev. 

In general, outperformance came from the more defensive shares (Arca Continental is our favoured Latam Coke 
bottler). In the case of Next Plc, we fortunately sold the share completely after it rallied in July as we judged that the  

A fraught and messy quarter was brought to a volatile and turbulent close at the end of September with 
further investor discomfort. The MSCI ACWI index returned -5.76% for the quarter, marking a third consecu-
tive weak quarter, and bringing the year-to-date loss to -24.88%.  
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deteriorating consumer backdrop in its home market was ominous. It was. We also cut the fund exposure to Nordea 
believing that the deteriorating risk backdrop would possibly outweigh the positive interest rate endowment benefit. 
While our view on other bank other bank holdings in the portfolio, Lloyds and JP Morgan, was similarly under review, 
we judged that these entities had better prospects. Banks screen as cheap on a valuation basis and retain our 
research interest, but the degree of economic upheaval being experienced makes us increasingly cautious on allocat-
ing more capital to leveraged companies until the impact of possible job losses and consumer stress is more fully 
understood. 

On the detractor side, the ongoing pressure on the Chinese economy from stop-start Covid lockdowns, real estate 
market stress, and regulatory threats maintained downwards pressure on related share prices of Alibaba and Prosus 
(Tencent). While the duration of this “pain trade” has been most unwelcome, the valuation of both entities is at 
distressed levels and we have retained exposure. Many consumer discretionary shares sold o� in the face of the dete-
riorating economic climate. We retained those shares  where a degree of pricing power or cost-cutting ) lend down-
side support to the longer term investment thesis. Shares in this camp include ABInbev and Heineken. Sony and Sam-
sung Electronics su�ered from weaker hardware sales but have other strongly compensating divisions that will assert 
themselves given time.

Conclusion

The period ahead remains uncertain and will challenge many of our longer-term company investment views as the 
Northern Hemisphere winter storm clouds darken the horizon. We have limited excessive fund rotation into defensive 
shares. Such a move may provide some short-term relief from market pain but is unlikely to provide the strong and 
compelling upside that we see in our existing core of growth shares and some cyclical counters with idiosyncratic 
upside. We thank you for your ongoing and patient support until these macroeconomic storms pass and these invest-
ment views play out. 


