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Discipline may be the best form of  defence in a falling market

Market Commentary 

The Russian invasion of Ukraine continues 
to dominate international news and form the 
backdrop to the financial picture, with the resulting 
global energy crises forcing governments around 
the world to respond with a range of support 
packages and initiatives.

Inflation is still dominating global financial markets 
with the UK suffering the additional problems 
associated with a falling pound. These falls have 
been exacerbated by the scale of the Government’s 
recent support package which is designed to 
cap energy prices and reset the economy, but to 
date has been perceived by the market as being 
thin on funding details and high on borrowing 
requirements.  

The EU is also looking to help consumers suffering 
from soaring energy prices outlining plans for a 
€140bn windfall tax on energy companies with 
the slowing economic effect of the energy crises 
already affecting their broader economy.

An ability to be more energy self-sufficient is 
fuelling a strong dollar, and while the US looks less 
likely to fall into a full blown recession, it also saw 
inflation running at 8.3% in August with markets 
reacting and producing one of the worst trading 
days since the pandemic.

The theme of central banks tightening monetary 
policy and looking to ease inflation by raising 
interest rates looks likely to have set in for the 
winter. 
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The temptation to do something when markets fall can be quite strong, but the evidence 
of past experience suggests that often doing nothing may well be the best option. 

In a year of negative markets year to date, it is worth reflecting on these broad trends 
and also taking a look at how markets are impacting the Pier Portfolio range.

While investing in stock markets has typically been a sensible choice for investors seeking 
long term growth, it is easy to forget that market falls, some of them severe, are an implicit 
feature of the investment experience 



Bulls outrunning the Bears
Since 1945 there have been over 64 years of bull markets, or positive markets, and on average they 
have lasted 5-6 years. There have been approximately 12 years of bear markets and on average these 
have lasted just over a year each. The bulls definitely outrun the bears, as the diagram below illustrates, 
although this does not make bear markets any easier to endure. 

The diagram below shows that dipping in and out of the market by trying to avoid the bad times, runs 
the risk of missing out on the best-performing days, as they are often close to the worst performing 
days. By tracking the market over time, Pier Portfolios can provide a way of capturing the full value of 
long term return. 

Source: Vanguard calculations, based on data from Refinitiv using the FTSE All Share Index. Data between 1 January 1985 
and 19 January 2022. All returns denominated in GBP.

Timing the market is futile 
Trying to time the market runs the risk of missing the best-performing days. The best and worst trading days often happen 
close together and occur irrespective of the overall market performance for the year.

Source: Vanguard calculations, based on data from Refinitiv using the FTSE All Share Index. Data between 1 January 1985  
and 19 January 2022. All returns denominated in GBP.



Pier Investment Committee Report 

As we reported in the previous newsletter, at 
Pier we have been steadily reducing the duration 
of fixed income holdings: ie date to maturity, 
to limit the effects of inflation. We have also 
increased the debt quality so that the portfolios 
are predominantly government or international 
sovereign debt, a further defensive move to avoid 
the possible consequences of corporate debt 
failure in the event of a recession. 

An example of this is that we have increased 
our short term US Treasury exposure and a 
combination of a strong dollar and some inflation 
proofing is continuing to help support our fixed 
income returns and reduce exposure to sterling.

With regard to the equity allocation, the 
monitoring of how dominant the mega caps are 
relative to their respective index still forms an 

important part of the ongoing monitoring process 
helping to prevent too much emphasis on too 
few companies to reduce concentration risk. The 
deployment of an equal weighted tracker in the US 
together with some mid cap exposure has served 
us well in this respect.  

More generally the equity allocation continues to 
reflect the broad weight of the global economy 
offering important diversity from a particularly 
unsettled time for the UK. 

The combined effect of these strategies is seeing 
the movement of the risk rated range still following 
the trends of their respective benchmarks but 
with all portfolios showing better than average 
performance over 3 and 5 years against many 
similar model portfolio services.* 

*As measured via MPI which compares the model portfolio performance of approx 50 discretionary fund managers. Data available on request.

The graph shows performance of the Pier 100% equity growth 
portfolio over the past 5 years together with the more cautious 
Pier Multi Asset Portfolio with the growth portfolio offering 
greater returns but greater volatility and the lower risk portfolio 
lower growth but for a smoother ride.
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Data Source: Morningstar
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