
 
 

January 2022 – A roller coaster start to the year: 
Update from the RTFP Investment Committee 

 
Over the recent weeks we have started to receive enquiries from our clients questioning the recent 
downturn in the performance of their investments.  This is quite understandable as the last number 
of years (outside the impact from the start of the pandemic) have generally been positive for 
investors with many investments posting some of the highest returns in their history. 
 
It is important to remember that whilst shorter term market movements are somewhat 
disconcerting, markets do exhibit volatility and periods of negative returns, which can cause 
concern when looking at shorter term timescales for investment values.  However, in the longer 
term (by which we mean more than five years) these shorter-term periods of falling markets do 
not become so significant. 
 
What we would like to set out below are some of the reasons for the current uncertainty and to 
look a little deeper into the difference in the performance of some of the major stock market main 
indices, such as the FTSE 100 and S&P 500, which have posted positive returns over the recent 
period versus the underlying investments which many of our clients hold.   
 
One of the reasons we are seeing an underperformance of some of the funds we hold for investors 
versus the main market indices, is that there has been a rebound in some of the companies more 
exposed to the impact of the pandemic which have been hit extremely hard since the start of 
2021.  Companies in industries such as travel, retail and hospitality as we all know have had their 
share prices fall by as much as 75% during the height of the pandemic.  However, as we start to 
emerge from the pandemic somewhat and things start to ease, we have seen a sharp rebound in 
some of these sectors.   
 
We generally refer to these kind of companies as ‘value’ stocks.  Value stocks can exhibit periods 
of significant volatility due to the structure and make up of their industries and that they are very 
much influenced by discretionary expenditure of their customers, something which is the first to 
stop in periods of uncertainty.  These kinds of firms also are quite cyclical and are influenced more 
by economic cycles than other kinds of industries and companies, such as service industries like 
banking and financial services, which are far less impacted by economic cycles. 
 
To demonstrate this in more detail, we assess the impact of the easing of the situation which the 
Omicron virus has had on some of these value stocks. The share price of EasyJet has risen 26% 
in the past month, as has British Airways (International Consolidated Airlines). Jet2 has risen 
32%. For the record, Ryanair is the laggard of the pack, with only a 16% gain to its name. The 
message is that Omicron is the beginning of the end of lockdowns. Country after country is seen 
to be taking the view that Covid-19 is morphing into a disease that can become a manageable 
part of routine. Yes there are huge caveats to this, but there is no doubt that the mood is 
considerably brighter, which has led to a rebound in these ‘value’ stocks. 
 



Another area of the market seeing falls in share prices has been the US tech sector, being one 
the best performing areas of the market over the last 5 years.  Some of the impact we have 
witnessed over the last few months is down to the market’s views on rising interest rates/yields 
and the high valuations for many of these firms. 
 
It is true that the size of the technology sector means it is always in the spotlight, most recently in 
another round of debate about its sensitivity to interest rates. Our short answer is that rising yields 
don’t help tech stocks – unless yields move so much that they temporarily become the dominant 
driver of equity markets in general – but other fundamentals like earnings should be more 
important and many of these tech names are posting some of the best company earnings data in 
their history.  We conclude that, in a rising yield environment, fundamentals generally remain 
more important. On that front, we remain optimistic. 
 
Many of the types of investment we hold base their investment thesis on the longer-term picture 
for companies and hold stead in being able to accurately forecast future earnings, something 
which is almost impossible in industries hard hit by the pandemic.  As such many managers have 
righty stayed away from ‘value’ stocks and have not benefited from the recent rebound in these 
companies. This does go some way to explain the difference in the increase in the value of some 
of the underlying market indices at a time when many funds have not been posting the same 
positive returns. 
 
Please rest assured we continue to review and research investments held for clients as part of 
our ongoing processes and will not hesitate to make changes should our research and the data 
suggest this is sensible.  We remain comfortable with the underlying investments we hold for our 
clients and we are not proposing the need to make any major changes to our strategies or 
investments used at this point.   
 


