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Fintax Balanced returned 1.8% in October in US dollar terms and Fintax Growth returned 2.4%. Over 12 months
Balanced has returned 7.8% and Growth has returned 11.9%, and over the past 5 years the funds have delivered
annualised returns of 7.9% and 9.4% respectively.
Markets rebounded sharply following September’s pullback, led by US growth stocks. Tesla added 44% over the
month, after beating analysts’ expectations for earnings and following the announcement from car rental company
Hertz that they have ordered 100,000 Tesla vehicles. Jennison, our global growth manager, are a long-term holder of
Tesla and were therefore our best performing manager over the month, with a return of 8.6%.
Most of our diversifying positions within Fintax Balanced delivered positive returns last month, with loans adding 5%,
Treasury Inflation Protected Securities (TIPS) significantly outperforming nominal Treasuries as inflation expectations
moved higher and property adding approximately 5% in dollars.
Within the equity bucket of the funds, several managers lagged the sharp rally, which therefore held back returns.
The unwind of our S&P 500 index put options was also a detractor last month, after they protected capital well in
September.

Back to the 90s
It is worth bringing readers right up to date with the latest US inflation figures, released post the end of October.
Inflation in the US rose to its highest level since November 1990, at 6.2% year-on-year in October. Stripping out
volatile items like food and energy, core inflation was still at its highest level since August 1991, and with elements
of the basket like rents, which tend to follow a longer cycle, now also moving higher, inflation looks set to remain
stubbornly high as we head into next year.
Even as inflation expectations have moved higher this year, gold has been stuck trading sideways, but prices finally
showed some signs of breaking out of their recent range at the start of November:

Figure 1: The gold price has recently moved above $1,830
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Gold bears point to the fact that gold is heavily correlated to real interest rates: as real interest rates rise, the
opportunity cost of holding gold (in the form of foregone interest) increases. Hence an inflation shock, leading to a
tightening of monetary policy and higher real interest rates, may in fact be bad for gold. While this relationship appears
to have held this year, at least until gold’s move higher in October, it does not capture gold’s status as a recognised
longer term store of value, and it is also worth bearing in mind the challenges posed by global debt. National treasuries
around the world cannot tolerate materially higher real interest rates on their vast outstanding debt. This leaves policy
makers in a difficult situation, trying to hold back inflation without suffocating growth, and in this environment we
expect gold to prosper.

Outlook
Central bank policy remains one of the key drivers behind asset prices in this current cycle. Should the US Federal
Reserve and other major central banks be forced to raise interest rates more quickly than currently forecast and more
quickly than the economy can tolerate, this would quickly stall growth. In this scenario we would expect most asset
classes to struggle, with rising interest rates prompting bond prices to fall while the deteriorating growth outlook
would simultaneously weigh on equities. Areas that we would expect to do better in this scenario include precious
metals, US TIPS and less highly valued areas of the equity market, and hence these asset classes are represented to
differing degrees in the funds today. Equity index puts are the ultimate hedge and hence we continue to make use of
them in both funds.
This bearish outcome does not represent our base case, however, and while supply disruptions pose a challenge to
growth in the short term, incoming data from the global economy remains reasonable and there is still a virtuous
cycle to come as workers who lost their jobs during the pandemic find their way back to the labour market. Data from
the US service sector, which represents the largest part of the world’s largest economy, hit a record high in October,
while jobs growth also surprised to the upside, with the unemployment rate ticking down to 4.6%. As such we remain
constructive about the outlook, while building protection into the portfolios in order to weather short term periods of
volatility.
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