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A review of markets in November when the identification of a new Covid-19 variant sent shares 
lower. 

− Global equities fell in November, with fears over the new “Omicron” variant of Covid-19 weighing 
on sentiment. 

− In bond markets, weaker risk appetite led government bond yields lower (meaning prices rose). 

− Commodities fell with oil prices lower amid worries the new variant could result in reduced 
demand.    

Please note any past performance mentioned is not a guide to future performance and may not be 
repeated. The sectors, securities, regions and countries shown are for illustrative purposes only and are 
not to be considered a recommendation to buy or sell. 

US 

US stocks traded slightly lower in November. Investors grappled with both a hawkish tilt to commentary 
from the Federal Reserve (Fed) and the emergence of a new coronavirus variant. Chair of the Fed, 
Jerome Powell, noted that the strength of the US economy combined with the threat of persistently higher 
inflation meant a swifter tapering of asset purchases – currently under way at a rate of $15 billion a month 
– is under consideration. At the same time, the emergence of the Omicron variant of Covid-19 has cause 
some to question the sustainability of the economic strength and advocate for more patience. 

As it stands, unemployment in the US is low, having fallen to 4.6% in the latest (October) release from 
4.8% in September. Retail sales have been growing for several months and industrial activity, as 
measured by composite PMI data, is robust. But pent-up demand continues to vie with supply constraints, 
adding to other contributing factors in higher inflation such as stimulus measures. Consumer price index 
inflation (CPI) rose 0.9% last month after gaining 0.4% in September, significantly higher than 
expectations. 

The S&P500 declined slightly over the month, as investor sentiment stabilised towards month end. The 
financials, communication services and energy sectors were amongst the weakest areas of the market. 
The technology and consumer discretionary sectors held up better, eking out small gains. In particular, US 
chipmakers gained strongly on expectations that despite current supply constraints, robust demand should 
ultimately be reflected in future earnings. 

Eurozone 

Eurozone shares fell in November as rising Covid-19 cases saw some countries re-introduce some 
restrictions on activity. At the end of the month, the discovery of a new “variant of concern” added to 
investors’ worries that more restrictions may be needed, potentially damaging business activity. 

The weakest sectors for the month were energy and financials. Sectors that are sensitive to the economic 
reopening and recovery fell on fears the new Omicron coronavirus variant could result in lower demand. 
The best performing sector was communication services amid merger & acquisition activity. Private equity 
group KKR launched a €33 billion takeover offer for Telecom Italia. 

The flash November estimate put eurozone annual inflation at 4.9%, up from 4.1% in October and well 
above the European Central Bank’s 2% target. It is the highest inflation level in the single currency era. 
However, the European Central Bank (ECB) remained reluctant to tighten monetary policy. Christine 
Lagarde, president of the ECB, said that the current price pressures would fade by the time tightening 
measures took effect. 
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Germany’s coalition talks reached a conclusion. Olaf Scholz of the Social Democrats (SPD) will succeed 
Angela Merkel as chancellor with his party in a coalition government with the Greens and Free Democrats 
(FDP). Climate targets are expected to be a key focus for the new government. Meanwhile, the EU 
released its first ever estimates of quarterly greenhouse gas emissions. This showed emissions for Q2 
2021 were up 18% on the previous year, when activity was hit hard by Covid-19 lockdowns. 

UK 

UK equities fell over November. In line with many other markets, economically sensitive areas 
underperformed, including the energy (sharp decline in oil prices) and financial sectors. Areas reliant on 
reopening, such as the travel and leisure sector (airlines, hotels) performed particularly poorly. This 
occurred as international travel restrictions as well as domestic measures were reintroduced in response to 
Omicron. 

Financials lagged due to a combination of factors related to the news that the Covid variant was of concern 
to world health authorities. These related factors included fresh uncertainty as to when developed market 
central banks might raise interest rates. Additionally, the expectation that China would maintain a zero 
tolerance approach to the virus added to fears the variant would have a severe impact on business activity, 
and on UK quoted companies exposed to the country. 

At the beginning of November the Bank of England (BoE) refrained from increasing base lending costs, 
confounding expectations it would become the first major developed market central bank to do so. Some 
domestically focused areas of the market proceeded to bounce back on this news, reversing 
underperformance of recent months, when it was thought the BoE would be forced to cool economic 
activity to get a handle on consumer price inflation. 

Consumer-facing domestic sectors, such as housebuilders and retailers, and domestically focused travel 
and leisure stocks, such as pub companies, helped small and mid-cap (SMID) equities recoup some of the 
ground lost since the summer –  up until the point of the Omicron news. Many of these companies then 
experienced very sharp sell-offs as some Covid restrictions were reintroduced, including the wearing of 
face masks, which contributed to UK SMIDs underperforming over the month as a whole. 

Japan 

The Japanese stock market declined by 3.6% in November as initial optimism over the reopening of 
Japan’s domestic economy was reversed sharply in the final week on news of the Omicron variant. 
Currency markets also changed direction, with yen weakness in the early part of the month quickly 
reversed as investors sought safe-haven assets during a period of greater uncertainty. 

Renewed short-term uncertainty over the new Covid variant has temporarily obscured an increasingly 
positive outlook for Japan. Prior to this, a stable political situation had emerged as Prime Minister Kishida 
formed his new cabinet after the general election at the end of October. Details also gradually emerged in 
November of a substantial fiscal stimulus package, which is slightly larger than previous expectations and 
could have a significant impact on GDP in 2022. 

The government is making a significant effort to reinforce the recovery in the domestic economy following 
the lifting of the state of emergency at the end of September. Within the stimulus package, there is a 
particular focus on boosting consumption, by giving direct cash handouts. Although the timing of the 
package was not a surprise, the actual content has been influenced somewhat by the change in prime 
minister and the strength of the LDP’s victory in the general election. 

Economic data released in November provided few surprises as higher commodity prices and supply-chain 
constraints continue to impact the economy. Industrial production numbers are also influenced by the 
production cuts announced by Japanese auto makers as a result of the global semiconductor shortage. 
Historic data for Q3 GDP, released in mid-November, showed a contraction in the overall economy, 
primarily due to the state of emergency that remained in place throughout the quarter, but this result had 
no major influence on sentiment. Meanwhile, inflation crept back into positive territory as several one-off 
factors begin to drop out, but there is still little chance of Japan experiencing a short-term inflation spike as 
seen elsewhere. 
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Asia (ex Japan) 

Asia ex Japan equities declined in November amid a broad market sell-off following the emergence of the 
Omicron variant of Covid-19. Investors feared the new variant could derail the nascent global economic 
recovery. The news comes amid a surge in new Covid-19 cases in some parts of the world. 

Singapore was the worst-performing index market in November as investors continued to track 
developments surrounding the new Covid-19 variant and whether existing vaccines would prove to be less 
effective. There were fears that the city-state’s government may have to scale back some recently relaxed 
curbs. Chinese stocks were also sharply lower in November, along with neighbouring Hong Kong, on fears 
that new lockdown measures would be instigated following the rapid spread of a new Covid-19 variant. 

Share prices in Thailand, South Korea and Malaysia recorded significant declines in November. Share 
prices were also weaker in Indonesia and India in the month, although the declines were less pronounced 
than in some index markets. Taiwan and the Philippines were the only index markets to achieve a positive 
return during November, although the gains in both markets were modest. 

Emerging markets 

Emerging market equities were down in November as early month gains were more than erased. Market 
expectations for earlier Fed policy tightening, together with uncertainty over the outlook for growth and 
inflation created by the Omicron variant, weighed on risk appetite. 

Turkey, where the lira depreciated by more than 27%, was among the weakest markets in the MSCI EM 
index. During the month the central bank continued to cut its policy rate, despite ongoing above target 
inflation. Hungary and Poland underperformed amid concern that more rapid interest rate hikes could be 
required. Net energy exporters, notably Russia but also Saudi Arabia and Colombia, lagged as crude oil 
prices fell. China underperformed the index, while markets which were set to benefit from ongoing 
economic reopening, such as Thailand and Greece, also finished behind the index. 

Conversely, the UAE was the best performing market in the MSCI EM index, supported by strong 
performance from telecoms company Etisalat Group. Chile, where first round presidential election results 
were well received by markets, the Philippines and Taiwan all posted positive returns and outperformed. 
Taiwanese equities were led higher by semiconductor related names which benefitted from rising 
expectations for metaverse, or augmented reality, demand growth.    

Global bonds 

The emergence of the Omicron Covid-19 variant punctured risk sentiment in November. Government 
yields fell and the US dollar rallied, while stocks and high yield credit sold off. The oil price fell sharply due 
to concern over global demand. 

Yields were buffeted through the month, as inflation indices in the US, Europe and UK remained elevated. 
The US consumer price index rose 6.2% year over year in October, the highest level since 1990. 

The US Federal Reserve rhetoric turned increasingly hawkish over the course of the month. Chair Powell 
and other members of the policy committee suggested tapering could be accelerated and that they may 
stop referring to inflation as “transitory”. Nevertheless, the US 10-year Treasury yield fell from 1.56% to 
1.46% over the month, with an intra-month high of 1.69%. The yield curve flattened further, as the 2-year 
yield rose from 0.50% to 0.57%. 

The German 10-year yield fell from -0.09% to -0.34%. The Italian 10-year yield from 1.13% to 0.98%. 
European Central Bank (ECB) President Christine Lagarde told the European Parliament that rate rises 
next year are unlikely. Eurozone inflation rose 4.1% year on year in October.   

The UK 10-year yield fell from 1.03% to 0.81%, moving markedly lower as the Bank of England left the 
policy rate unchanged, against market expectations. 

The risk-off move was reflected in corporate bonds. Investment grade credit saw flat total returns (local 
currency), but underperformed government bonds. High yield (HY) declined, with spreads widening sharply 
in the final week of the month. US HY fell -1.0% while the euro market declined -0.6%. Investment grade 
bonds are the highest quality bonds as determined by a credit rating agency; high yield bonds are more 
speculative, with a credit rating below investment grade. 
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There was mixed performance across both hard and local currency emerging market (EM) debt. EM 
currencies declined. The Turkish lira fell sharply as the central bank cut rates despite a double digit rate of 
inflation. 

Convertible bonds were dragged down by equity market headwinds and shed -2.6% for November. 
Primary markets were strong and $17 billion of new convertibles were launched. The combination of falling 
equity markets and strong primary market supply resulted in a general cheapening of convertible bonds. 
Valuations of European convertibles were hit the most. 

Commodities 

The S&P GSCI Index recorded a negative performance in November, driven lower by sharp declines in the 
price of oil following a broad market sell-off triggered by the emergence of the Omicron variant of Covid-19. 

Energy was the worst performing component of the index in November. The industrial metals component 
also recorded a negative performance in November, with lower prices for zinc, lead, aluminium and 
copper. The precious metals component also declined in November, with lower prices for both silver and 
gold. The agriculture component was negative overall, with a sharp decline in the price of cocoa. 
Conversely, the price of coffee was significantly higher in November. Livestock was the only component of 
the index to record a positive performance in November. 

The value of investments and the income from them may go down as well as up and investors may not get 
back the amounts originally invested. 
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Important Information 

This document is marketing material. This document is provided by the author and may not necessarily represent views expressed in other 
Aspect8 communications, strategies or funds. The material is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument. The material is not intended to provide and should not be relied on for accounting, legal or tax advice, or investment 
recommendations. Reliance should not be placed on the views and information in this document when taking individual investment and/or 
strategic decisions. Past performance is not a guide to future performance and may not be repeated. The value of investments and the 
income from them may go down as well as up and investors may not get back the amounts originally invested. Exchange rate changes may 
cause the value of any overseas investments to rise or fall. The sectors, securities, regions and countries shown above are for illustrative 
purposes only and are not to be considered a recommendation to buy or sell. All investments involve risks including the risk of possible loss 
of principal. Information herein is believed to be reliable but Aspect8 does not warrant its completeness or accuracy. Reliance should not be 
placed on the views and information in this document when taking individual investment and/or strategic decisions. Some information 
quoted was obtained from external sources we consider to be reliable. No responsibility can be accepted for errors of fact obtained from 
third parties, and this data may change with market conditions. This does not exclude any duty or liability that Aspect8 has to its customers 
under any regulatory system. MSCI: Third party data is owned or licensed by the data provider and may not be reproduced or extracted and 
used for any other purposes without the data provider’s consent. Third party data is provided without any warranties of any k ind. The data 
provider and issuer of the document shall have no liability in connection with the third party data. FTSE: FTSE International Limited (‘FTSE’) 
© FTSE 2019. ‘FTSE®’ is a trade mark of London Stock Exchange Plc and The Financial Times Limited and is used by FTSE International 
Limited under licence. All rights in the FTSE indices and or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and or FTSE ratings or underlying data. No further distribution of FTSE 
Data is permitted without FTSE’s express written consent. Regions/sectors shown for illustrative purposes only and should not be viewed as 
a recommendation to buy/sell. This content is issued by Aspect8 Limited, Holmwood House, Broadlands Business Campus, Langhurstwood 
Road, Horsham, West Sussex, RH12 4QP. Registered No. 07572431. Authorised and regulated by the Financial Conduct Authority. 
 


