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Overview

You’re probably not saving enough in your pension for retirement. Sorry, | have your
attention now.

Total annual income retirees receive (including Social
Security) relative to their pre-retirement income
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It is commonly suggested that 70% of pre-retirement income is needed to maintain
one's standard of living in retirement. Only 25% of retired respondents say they
have more than 70% of pre-retirement income in post-work life.
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Whilst companies are profitable, those beating expectations is, well, expected to be fewer.
And the same goes for revenues. In a way, it does not matter what the absolute levels are,
but whether expectations are exceeded. That is what moves share prices.

The cause of this is not just slowing spending, but a powering US Dollar. The strong dollar
will continue putting downward pressure on stocks therefore.
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Exhibit 4: A stronger dollar is correlated with fewer revenue beats
as of 3Q 2022
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Source: FactSet, Goldman Sachs Global Investment Research

A Goldman Sachs chart shows a stronger dollar is correlated with fewer revenue beats. FaciSet.
Goldman Sachs

And this stronger Dollar is feeding inflation around the world, because it makes imports
from the US more expensive. We're importing inflation because of a strong US dollar and
the US dollar is strong because it’s a safe haven currency and the world’s reserve currency.
Those thinking it was the Euro or Yuan or Bitcoin, now know when push comes to shove -
it’s the almighty Yankee Dollar.
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The way of all tech
Year-over-year revenue growth %

= Meta = Netflix
Amazon online stores
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Wild Wipeouts

Amazon's wild plunge after lackluster sales outlook set to
erase $240 billion

Rank Company Market cap lost Date

1 Meta B 52518 February 3, 2022
2 Amazon - 240B October 28, 2022
38 Amazon [} 2068 April 29, 2022
4 Apple - 180B September 3,
2020
Microsoft - 178B March 16, 2020
6 Apple - 157B March 16, 2020
Apple B 548 September 13,
2022
Apple i} 1508 May 5, 2022
Tesla B 408 November 9, 2021
10  Apple - 139B September 8,
2020

Source: Bloomberg
Note: Amazon drop on Oct. 28, 2022 based on
aftermarket trading values Bloomberg
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Dollar surge
For man%/ countries, the weakening of their currencies relative
to the US dollar has made the inflation fight harder.

(exchange rates vis-a-vis US dollar, percent change)
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Where is the Hope?

Well, the good news as the year comes to a close is that when you get these types of falls,
the bounce backs are where the returns are to be made.

INDEX MOSTLY BOUNCES BACK

1 WEEK 6 12
a YEAR-TO-DATE 1 MONTH

DATE «~ i LATER X MONTHS MONTHS

PERFORMANCE «~ N LATER « 2 s

v LATER «~ LATER «~

DEC. 5,

-32.90% 1.20% 0.60% -7.30% -34.30%
1973
OCT. 10,

-33.40%
2022
OCT. 7.

-33.80% 1.40% -3.30% -9.40% 20.30%
2008
MEDIAN -36.20% 5.30% 0.80% 13.70% 20.30%
SEPT. 13,

-38.50% 570% 0.80% 34.60% 31.40%
1974
SEPT. 21,

-42.40% 5.30% 12.80% 27.40% -16.70%
2001
OCT. 27,

-43.20% 14.60% 7.40% 13.70% 40.50%
2008

Source: Sundial Capital Research

Drawdowns are opportunities

If you buy those issets now, how much will vou be up by the time they recover from this drawdown?

Return at the exit of this drawdown
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And here is more good news for 2023:

Is there any relationship between the size of a drawdown and the size of the following bull market?

® PBicoin @ Ftherenm @ SP500

Following bull market return

SP500
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UK Market

That we may be in recession is in itself a potential positive for the stockmarket — the market
tends to look ahead 12 months and should start anticipating a recovery by then!

Market Valuation and Performance

Has the U.K. Market valuation changed over the past few years?

3Y Price to Earnings

Priceﬂto Earnings Ratio (? 1 ng

Mon, 31 Oct 202-

U.K. Market Price to Eamings

3Y Average 26.3x
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Forecasted
Growth

Price to Earnings

GB Market 11.1x
Healthcare 65.1x
Tech 34.7x
Industrials 25.3x
Consumer Discretionary 19.8x
Utilities 19.4x
Telecom 18.1x
Consumer Staples 16.2x
Financials 9.2x
Energy 6.4x
Materials

Real Estate

You can see below the FTSE 350 stocks which have the best VGI scores and their
performance this year and the past fortnight.
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Mo. Mame Alpesh Price® | Price% 2
valuef 322 weeks
growth ago
rating

1 |[dimprint Group PLC g| 4078 -210
2 |IG Group Holdings FLC g 1.54| 1.16
3 |Airtel Africa PLC 8= 9652 151
4  |AJBell PLC &= 3742 005
5 |Ashtead Group PLC 8™ 14342 103
6 |fwiva PLC Bl 10,78 1.91
7 |Baltic Classifieds Group PLC 8 4183w -317
8 |Bunzl PLC gl 6.69 < 385
g |Burberry Group PLC | 16.15( 3.99

10 |Coats Group PLC L -3.18|™  -2056

11 |Coca-Cola HEBC AG g/ 20742 015

12 |Diageo FLC &= -6.19= 347

13 |Diploma PLC 8/ -1624/2> 284

14  |Dizcoverie Group PLC 3¥ 2164 -B11

15  |Dunelm Group PLC 8= 2820 -143

16 |Experian PLC g/ -1888=> 373

17 |Games Workshop Group PLC &lT 2497 040

12 |IMI PLC gl -17587¥ -152

1% |Inchcape PLC 8T 715/ 030

20 |lnvestec PLC gl 2616/~ 6.82

21 [ITV PLC 8/ -3105™ -458

22 [JTCPLC 8= 1441+ -333

23  |London Stock Exchange Group PLC g|= 17432 145

24 |Mitie Group PLC gl 16.59/* -0.66

25 |Mational Grid PLC &= -413|<« 069

26  |Metwork International Holdings PLC gl 15495« 205

27 |PageGroup PLC 8T 2366 -012

28 |Spirax-Sarco Engineering PLC 8™ 2044 471

28  |Spirent Communications PLC B[~ g2« 377

a0 |TBC Bank Group PLC gl 3333+ 0.69

31 |Telecom plus PLC gl 5700/« 983

32  |Unilever FLC Bl 531 304

33 |Vesuvius PLC 8™ -1422/™ 082

3 |Victrex PLC 8l 26272 006

35 |Volution Group PLC &[T -3816/ -6.381

36 |Watches Of Switzerland Group PLC gl -3088* -0.36

37 |abrdn PLC 7™ 14112 098

38  |Anglo American PLC ¥ h22™ 438

39 |Associated British Foods PLC 7T 21542 (086

40 |Auto Trader Group PLC T 22787 -0.35

41 |Babcock International Group PLC Fihd -3.85< 211

42 |BAE Systems PLC Fik 4762 11786

43 |Balfour Beatty PLC Fiss 2351« 758

44  |Berkeley Group Holdings (The) PLC JTo 2086 -0.71

45 |Bridgepoint Group PLC T H5781™ -1426

46 |Bytes Technology Group PLC ¥ 2715/ 350

At least bond yields have dropped, and so have mortgage rates. But of the Bank of England
mistimes the sale of bonds on its books (quantitative tightening) then it will push bond
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prices down and yields up. That they did this to Kwasi did make some economists raise an
eyebrow!

Slump Starting
A fall in GDP in August has raised the possibility the UK is now in recession
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UK downturn may be deeper than previously forecast
Real GDP growth forecast (as of Oct. 27)
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Source: Goldman Sachs Research, Bloomberg SaChS

The UK too therefore may be at a bottom ready for a rising 2023:
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Cheap as (Blue) Chips
e FTSE 100 is not expensive

I
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Outlook 2023

What’s the economic outlook 2023 for the US and UK? Well, the IMF and World Bank have
opposing views and everyone else a view in between.

Are we in a US recession? If so, shouldn’t we expect the market now to have bottomed, be
cheap?
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Screaming recession

10-year/3-month Treasury yield spread, %

Official recessions shaded below
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And with growth expected globally in 2023 — again we should have an up year.
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Latest World Economic
Outlook Growth Projections

PROJECTIONS
(real GDP, annual percent change) 2021 2022 2023
World Output 6.0 3.2 -t
Advanced Economies 5.2 2.4 1.1
United States 5.7 1.6 1.0
Euro Area 5.2 31 0.5
Germany 2.6 1.5 -0.3
France 6.8 /K 0.7
Italy 6.6 3.2 -0.2
Spain 5.1 4.3 1.2
Japan 1.7 17 1.6
United Kingdom 7.4 3.6 0.3
Canada 4.5 3.3 1.5
Other Advanced Economies S3 2.8 2.3
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BlackRock's Geopolitical Risks for Markets
Likelihood: @ High @ Medium @ Low

Higher
a Russia-NATO
conflict
Global technology
: decoupling
Emergalr)g markets @ US- - China strategic
political crisis European _ ® competition
Market Major Cyberattack(s) — @ fragmentation ™ ®
attention
® North Korea Major Terror
Gulf tensions- @
Climate policy ®
gridlock
Lower Market movement Greater

A lot of Governments are trying a lot of different policy responses to tackle global inflation.
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Responses to high energy and food prices

Countries have taken multiple steps to mitigate the impact of
prices on people, with some more effective than others.
(share of surveyed countries as of July 2022)

Advanced economies

Energy @Food @Both

Consumption taxes
Semicash*
Cash transfers

Price subsidies

Emerging market and
developing economies

i Personal income tax [0
[} Below-the-line measures i
i} Price freezes i1

Customs duties

Corporate income tax 1
I Wage bill

In-kind transfers

Export restrictions

80 60 40 20 0 0 20 40 60 80

Source: IMF staff estimates.

Note: Based on an IMF survey of 174 countries on the measures taken from January to
June 2022 in response to rising food and energy prices. The stacked bars show the
breakdown of total measures in each category. *Vouchers or discounts.

IMF

More about what we can expect in 2023 — well reversion to mean and a positive return in
2023 for the S&P500 | would say.
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Distribution of annualized returns on the SP500
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Personal Note
I’'ve had huge pleasure in helping so many students. One such example below.

Ben Fort » 2nd + Follow =*=-

8 @

A few of the events | had the pleasure to attend across the summer break. The last

few months has seen some unprecedented events and the market's volatility has
boomed, trying to make sense of this has been complex but | am enjoying the
challenge. Particularly a talk from Goldman Sachs made me question the duration
of these circumstances - which | conclude will remain for the foreseeable future. |
was able to draw parallels to many other companies that | was able to speak to
over the summer: including Blackstone ‘s approach to the private equity markets
and Alpesh Patel OBE 's market outlook to the S&P and the bellwether stocks.

Thank you again to these fantastic companies. #events #markets #privateequity
#student

BLACKSTONE:

INSIGHT INTO BLACKSTONE - PRIVATE
EQUITY CAREERS IN THE UK!

25th of May | Wednesday
5:00PM UK
Virtual Event

Great message and a fantastic learning attitude.
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Out of Interest

| share this more out of interest and to put some data to viewpoints you may hold on a
variety if things.

$Trillions

73

Cost of Global Green Deal to eliminate 99.7% of \World GDP

carbon emissions by 2050
STANFORDSTUDY ON HOW 143 NATIONS CAN REACH 100% CLEAN, RENEWABLE

a8 G
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In the Tech capital India this week

- 2

203
UK Government
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What Do The Bond Market Moves
Mean for Stocks?

The bond market had a turbulent week, with yields on the 10-year Treasury
note reaching their highest level since 2014.

Investors are closely watching this volatility as they try to gauge its impact on
the stock market.

Some believe that the sell-off in bonds is a sign that stocks are headed for a
correction, while others argue that it's simply a healthy rotation out of low-
yielding assets and into riskier investments.

So, what should investors make of all this? Here's a closer look at what's
happening in the bond market and what it could mean for stocks.

What Is Causing The Bond Market Turbulence?

Former finance Minister Kwasi Kwarteng's "mini-budget" announcement on
Sep. 23 sent shockwaves through the bond market.

The U.K. government's plans to increase spending and borrowing to fund a
post-Brexit economic recovery sent yields on 10-year gilts soaring to their
highest level since June 2016, while the yield on 30-year gilts hit their highest
level since 2014.

The move surprised investors, who had been expecting the government to
stick to its previous plans for fiscal austerity.

The announcements had a disastrous impact on the stock market, with the
FTSE 100 tumbling and 41% of mortgage deals pulled in the wake of the news.
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https://www.ft.com/content/435a5e35-bf30-4518-a4fc-a6d5c2d66076
https://www.forbes.com/sites/rmiller/2022/08/12/why-are-stocks-and-bonds-both-down/?sh=14b831073a31
https://www.cnbc.com/2022/10/11/uk-bond-market-moves-are-dramatic-and-analysts-think-it-may-get-worse.html
https://www.cnbc.com/2022/10/05/european-markets-open-to-close-stocks-data-earnings-and-news.html
https://www.ai-cio.com/news/recessions-market-impact-may-already-be-priced-in-says-vanguard-cio/
https://www.theguardian.com/business/live/2022/sep/29/pound-slides-former-boe-chief-carney-accuses-government-undercutting-bank-business-live

At the end of October, the Bank of England plans to begin its delayed sale of
gilts as part of its quantitative easing program, which is likely to put further
upward pressure on yields.

Over the pond, the bond market volatility is also at its highest since the 2008
financial crisis in the U.S.

With the Fed accelerating the reduction of its S9 trillion balance sheet, this will
likely put upward pressure on yields and further widen the gap between short-
term and long-term rates.

So, What Does This Mean for The Stock Market?

Well, higher bond yields typically mean increased borrowing costs for
companies which can weigh on profits and share prices. It can also make stocks
look relatively less attractive compared to bonds from an income perspective.

That said, it's important to remember that the bond market is just one factor
that can impact stock prices, and there are many other factors at play as well.

So, while bond market moves can be closely watched, it's just one piece of the
puzzle when it comes to analysing the stock market.

The stocks-to-bond correlation is not as simple as some make it out to be.
While a rise in bond yields can put pressure on stocks, it's just one factor
among many that can impact stock prices. So, while bond market moves are
worth watching, don't forget to consider the big picture when making
investment decisions.
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https://www.cnbc.com/2022/10/11/uk-bond-market-moves-are-dramatic-and-analysts-think-it-may-get-worse.html
https://www.bloomberg.com/news/articles/2022-09-14/ray-dalio-doing-the-math-rates-at-4-5-would-sink-stocks-by-20
https://www.businessinsider.in/stock-market/news/bond-market-volatility-is-as-high-as-it-was-in-the-2008-financial-crisis-as-the-fed-accelerates-the-runoff-of-its-9-trillion-balance-sheet/articleshow/94208145.cms
https://www.nytimes.com/2022/05/06/business/markets-federal-reserve-stocks-bonds.html
https://www.barrons.com/articles/federal-reserve-quantitative-tightening-stock-market-51662736146
https://www.bloomberg.com/news/articles/2022-08-01/chaos-in-bond-market-is-dangerous-side-effect-of-inflation-fight
http://a/
http://a/
https://www.morningstar.co.uk/uk/news/221078/bond-markets-the-genie-is-out-the-bottle.aspx
https://anderson-review.ucla.edu/how-bond-and-stock-prices-combine-to-influence-corporate-investment/
https://www.morningstar.co.uk/uk/news/217952/how-does-rising-inflation-affect-bond-values.aspx
https://www.marketwatch.com/story/what-an-inverted-yield-curve-says-about-the-stock-market-and-recessions-11648596049
https://www.seeitmarket.com/the-stocks-to-bonds-correlation-its-not-always-simple/
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