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 Equities rallied in October around most of the globe, with a sizeable gain for developed-market shares and 
a loss for emerging markets.  

 Fixed-income asset classes remained under pressure during the month as interest rates continued to rise 
(yields and prices have an inverse relationship). 

 A global recession is on the horizon, with Europe and the U.K. more vulnerable to a downturn than the U.S. 
or Canada in the months immediately ahead. 

 

Economic Backdrop 
 
Equities around most of the globe moved higher in October after hitting a fresh bear-market bottom in the first 
half of the month on a selloff that began in August. The rally was uneven, with a sizeable gain for developed-
market shares and a loss for emerging markets due to an abysmal performance by mainland Chinese equities. 
 
Eastern European stocks outpaced other regions for the month, while Latin American equities also performed 
well. U.S. equities edged out Europe as a whole with a large advance; Europe, in turn, was followed by the 
U.K. and then Japan at a distance. Hong Kong shares tumbled by double digits, but not as deeply as they did in 
mainland China. 
 
U.S. Treasury yields climbed across the entire curve, most markedly at the short end, lengthening an inversion. 
Gilt yields declined sharply at shorter maturities and were slightly higher at the long end during October, 
flattening what had become an inverted curve. Eurozone government-bond rates increased across all maturities 
through about 25 years and declined thereafter. 
 
Fixed-income asset classes remained under pressure in the month as rates continued to rise (yields and prices 
have an inverse relationship). U.S. high-yield bonds benefited as risk assets rallied, while the most rate-
sensitive areas of the market—mortgage-backed securities, U.S. Treasurys, and investment-grade corporates—
delivered sizeable losses. 
 
Commodity prices were mixed during October. Brent and West-Texas Intermediate crude oil spot prices 
climbed by 9.01% and 8.86%, respectively, while natural gas prices slid by 2.36%. Wheat prices finished only 
4.26% lower for the full month despite having plummeted by more than 10% late in the period; the recovery—
driven by Russia’s threat to back out of a Ukrainian grain-shipping deal—proved brief as prices tumbled back 
again at the beginning of November. 
 
Liz Truss resigned as U.K. prime minister in late October after the disastrous reception of her fiscal program 
sent gilt and sterling markets reeling, collapsing her support within the Conservative Party. Her departure 
cleared the way for Rishi Sunak, who ascended as Conservative leader and prime minister near the end of the 
month. 
 
In China, Xi Jinping began his third five-year term as general secretary of the Communist Party in late 
October—breaking precedent for 10-year term limits and neglecting to name a clear successor to the Politburo 
Standing Committee. Xi’s retention of the Party leadership ensures he will continue to serve as president of the 
People’s Republic of China for another five years. 
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Russia resumed mass bombardment of Ukraine with missiles and drones in October as gains from Ukraine’s 
counteroffensive mounted along its southern and eastern fronts. Ukraine claimed that the attacks, which 
appeared to target electricity infrastructure, took out roughly one-third of the country’s power stations and 
led to rolling blackouts. 

 
Central Banks 
 

 The Bank of Canada (BoC) raised the policy interest rate by a smaller-than-expected 0.50%, to 3.75%, on 
October 26. This was the sixth consecutive rate hike, bringing the cumulative increase for 2022 to 3.50%. 
The BoC’s Governing Council noted that headline inflation remained robust due to a number of issues 
including continued recovery from the pandemic, high commodity prices (especially for energy), war in 
Ukraine, tight labour markets, and a strong U.S. dollar. Still, the council noted that some of the more 
interest-rate-sensitive areas of the economy, such as housing, household spending, and business spending, 
were easing. 
 

 The Federal Open Market Committee (FOMC) increased the federal-funds rate by 0.75% at the beginning of 
November—the fourth consecutive increase of its size—making the target range 3.75% to 4.00%. The central 
bank also settled into an accelerated pace of balance-sheet reduction starting in September, allowing 
Treasury and mortgage holdings to mature without being replaced at maximum respective monthly paces of 
$60 billion and $35 billion. 
 

 The Bank of England’s (BOE) Monetary Policy Committee did not meet in October after hiking its 
benchmark rate by 0.50% in both August and September, bringing the bank rate to 2.25%. In late 
September, the BOE announced a temporary bond-buying program to help ease concerns about financial 
stability as long-term rates skyrocketed in response to the new government’s mini-budget. 
 

 The European Central Bank (ECB) increased all three of its benchmark rates by 0.75% each at its late-
October meeting, its second straight hike of that magnitude. The central bank also announced in late 
October that the applicable rates for its third targeted longer-term refinancing operation, or TLTRO III, 
would align with its deposit facility rate beginning November 23. The lending facility was originally 
established to foster credit availability but has essentially enabled bank subsidies as interest rates have 
risen, prompting the ECB’s action. 

 

 The Bank of Japan’s (BOJ) short-term interest rate remained -0.1%, and the 10-year Japanese government-
bond (JGB) yield target held near 0% at the central bank’s late-October meeting. The BOJ continued to 
offer purchases of 10-year JGBs at 0.25% in order to keep yields within its acceptable range. In September, 
the central bank was compelled to intervene in currency markets for the first time since 1998 to limit the 
yen’s slide. 

 
Economic Data (unless otherwise noted, data sourced to Bloomberg) 
 

 According to Statistics Canada, the rate of inflation decelerated (as measured by the change in the 
Consumer Price Index (CPI)) to 0.1% for September, and 6.9% for the one-year period. Gasoline prices 
continued to fall, although inflation otherwise remained relatively broad based and above the BoC’s target 
range. Producer prices continued to ease in September, but were still notably elevated from a year ago. 
The Industrial Product Price Index (IPPI) was up 0.1% in September, while the Raw Materials Price Index 
(RMPI) fell 3.2%. On a year-over-year basis, the IPPI climbed 9.0% and the RMPI rose 11.0%. Prices for 
petroleum and crude energy product were generally lower. The labour market added 108,000 jobs in 
October, while the unemployment rate was unchanged at 5.2%. 
 

  



© 2022 SEI 3 

 The U.S. Commerce Department’s personal-consumption expenditures price index (PCE), which is the 
Federal Reserve’s (Fed) preferred inflation measure, held at 0.3% in September and 6.2% year over year. 
Manufacturing growth in the U.S. held near a standstill during October as a slowdown in new orders eased 
while headcount reduction came to a halt. U.S. services activity remained volatile, contracting in October 
after recovering to a near-breakeven pace in the prior month. Job openings rose from 10.28 million in 
August to 10.72 million in September. The number of unemployed Americans measured 5.75 million in 
September, meaning there were about 1.9 jobs available for every jobseeker. The overall U.S. economy 
grew at a 2.6% annualized rate during the third quarter after contracting by an annualized 0.6% in the 
second quarter. 

 

 Consumer prices in the U.K. increased by 0.5% during September and 10.1% over the prior year—setting a 
new 40-year high for the year-over-year inflation rate. U.K. manufacturing activity contracted for a third 
straight month in October after growth began to slow in May. Activity in the U.K. services sector began to 
contract in October after expanding at a modest-but-healthy pace through the summer and levelling off in 
September. The UK’s claimant count (which calculates the number of people claiming Jobseeker’s 
Allowance) increased in September—by about 25,500—after breaking a 17-month streak of declines in 
August. Total claimants held firm at 3.9% of the population. 

 

 Eurozone consumer prices increased by 1.5% in October and 10.7% over the prior year—the highest year-
over-year inflation figure since Eurostat began tracking data in 1997. A contraction in eurozone 
manufacturing activity that began in July deepened in October. Eurozone services activity declined further 
in October after entering contraction territory in the prior month. Eurozone economic growth slowed in the 
third quarter to 0.2% from 0.7% in the second quarter and to 2.4% from 4.3% in the year over year. 

 
Market Impact (Referenced Index Returns are in CAD) 
 
Global developed equity markets were led higher by the U.S., Europe, and Canada. Domestic gains were 
strong, as energy and information technology set the pace, while utilities and materials lagged. Canadian large 
companies performed notably better than smaller companies. Meanwhile, emerging markets fell sharply as 
China staggered to significant losses. 
 
Fixed-income markets remained severely hampered by central bank rate hikes and quantitative tightening 
policies. Corporate bonds modestly outperformed government debt. Real-return bonds notched gains, while 
shorter term securities began to see benefits from higher rates. Riskier U.S. high-yield bonds were up with 
other risk assets and energy prices. 
 
Index Data (October 2022) 

 The S&P/TSX Composite Index was up 5.57%. 

 The FTSE Canada Universe Bond Index returned -1.00%. 

 The S&P 500 Index, which measures U.S. equities, gained 7.31%. 

 The MSCI ACWI (Net) Index, used to gauge global equity performance, rose 5.26%. 

 The ICE BofA U.S. High Yield Constrained Index, representing U.S. high-yield bond markets, returned 2.83% 
(currency hedged) and 2.10% (unhedged). 

 The Chicago Board Options Exchange Volatility Index—a measure of implied volatility in the S&P 500 Index 
that is also known as the “fear index”—decreased from 31.62 to 25.88. 

 WTI Cushing crude oil prices—a key indicator of movements in the oil market—moved higher from US$79.49 
to US$86.53 a barrel to end October.  

 The Canadian dollar strengthened slightly to C$1.36 per U.S. dollar. The U.S. dollar was mixed versus the 
world’s other major currencies; it ended October at US$0.98 versus the euro, US$1.15 against sterling and 
at 148.64 yen. 
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SEI Investments Canada Company, a wholly owned subsidiary of SEI Investments Company, is the investment 
fund manager and portfolio manager of the SEI Funds in Canada.  
 
The information contained herein is for general and educational information purposes only and is not intended 
to constitute legal, tax, accounting, securities, research or investment advice regarding the Funds or any 
security in particular, nor an opinion regarding the appropriateness of any investment. This information 
should not be construed as a recommendation to purchase or sell a security, derivative or futures contract. 
You should not act or rely on the information contained herein without obtaining specific legal, tax, 
accounting and investment advice from an investment professional. This material represents an assessment of 
the market environment at a specific point in time and is not intended to be a forecast of future events, or a 
guarantee of future results. There is no assurance as of the date of this material that the securities 
mentioned remain in or out of the SEI Funds. 
  
This material may contain "forward-looking information" ("FLI") as such term is defined under applicable 
Canadian securities laws. FLI is disclosure regarding possible events, conditions or results of operations that is 
based on assumptions about future economic conditions and courses of action. FLI is subject to a variety of 
risks, uncertainties and other factors that could cause actual results to differ materially from expectations as 
expressed or implied in this material. FLI reflects current expectations with respect to current events and is 
not a guarantee of future performance. Any FLI that may be included or incorporated by reference in this 
material is presented solely for the purpose of conveying current anticipated expectations and may not be 
appropriate for any other purposes. 
 
Information contained herein that is based on external sources or other sources is believed to be reliable, but 
is not guaranteed by SEI Investments Canada Company, and the information may be incomplete or may change 
without notice. Sources include Bloomberg, FactSet, MorningStar and BlackRock. 
 
There are risks involved with investing, including loss of principal. Diversification may not protect against 
market risk. There may be other holdings which are not discussed that may have additional specific risks. In 
addition to the normal risks associated with investing, international investments may involve risk of capital 
loss from unfavourable fluctuation in currency values, from differences in generally accepted accounting 
principles or from economic or political instability in other nations. Emerging markets involve heightened 
risks related to the same factors, in addition to those associated with their relatively small size and lesser 
liquidity. Bonds and bond funds will decrease in value as interest rates rise. 
 
Index returns are for illustrative purposes only, and do not represent actual performance of an SEI Fund. Index 
returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one 
cannot invest directly in an index. Past performance does not guarantee future results. 
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund 
investments. Please read the prospectus before investing. Mutual funds are not guaranteed, their values 
change frequently and past performance may not be repeated.  


