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* QOctober saw the first UK Budget in 14 years from a
Labour government. With £40 billion in tax
increases, the measures encompass a wide range
of tax policy changes designed to stabilise public
finances and influence the economic landscape.
Notable adjustments include reforms to the
taxation of pensions at death, hikes in CGT, and a
freeze on income tax thresholds.

» US GDP rose 2.8% in Q3, driven by strong
consumer spending and Al-related investment. The
consumer remains the driving force of the
economy with monthly spending not showing signs
of slowing down.

e The labour market in Europe showed continued
strength with the unemployment rate remaining at
an all-time low of 6.3%.

Market snapshot

Global risk assets experienced a rally in early October but lost
momentum and finished the month lower. The resilient US
economy and uncertainty surrounding the US election drove
yields higher, leading to a sell-off in global government bonds.

In equities, despite sustained growth, global markets ended
October in negative territory as concerns over the US
elections and limited details on China’s stimulus weighed on
investor sentiment. Japanese equities nevertheless emerged
as top performers, despite a political uncertainty after the
Japanese elections.

Gold continues its rally to all-time highs in the wake of
heightened central bank buying.
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GDP in the EU expanded
further in Q3 in comparison
to 0.2% growth in Q2.

0.4%

EU Q3 GDP

US inflation rate

US Inflation continued to
migrate towards the Fed’s
2% target.

2.4%

Global REITs fell due to rising
bond yields.

-4.5%

Global REITs

Over 50% of companies in the US and Europe have
reported Q3 earnings, with results being positive.
Initial readings have shown that earnings growth
has come in stronger than expected, with +9% YoY
in the US and +3% YoY in Europe.

Elections in Japan saw the ruling LDP coalition
lose parliamentary majority for the first time
since 2009. Voters have become concerned with
the cost of living as salary hikes have not matched
inflation.

Al demand continues to drive Emerging Market
Asia growth. The main beneficiaries have been
Taiwan and Singapore. However, broader non-tech
and domestic demand in the region remains weak.
South Korea’s growth has disappointed due to
sluggish exports outside of tech.

Performance of global asset classes

Precious Metals

Japanese Equities 3.1% 18.7%
Global High Yield Bonds -0.6% 8.9%
US Tech -0.9% 18.2%
US Equities -0.9% 21.0%
UK Equities -1.4% 8.3%
Commodities -2.2% _
World Equities -2.2% 16.0%
Global Corporate Bonds -2.7% 2.5%
Chinese Equities -3.2% 13.4%
European Equities -3.3% 7.3%
Global Government Bonds -3.4%
Emerging Market Equities 11.7%

Source: Bloomberg, Returns are in local currency, as at 31 October 2024.
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Purchasing Managers Index

What is the data telling us?
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Chart of the month

Market participants are now expecting a less

aggressive Fed rate cutting cycle In September, the Fed proceeded with its first rate cut of the

cycle, driven by concerns of a weakening labour market which
appeared fragile through August. Following the cut, market
participants anticipated a more aggressive easing approach
from the Fed, expecting 7-8 rate cuts by the end of 2025.
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As we moved into October it became clear that US growth
remained robust and the cooling in labour market signalled
normalisation as opposed to recession. Data showed the US
economy grew a robust 2.8% GDP in the third quarter,
suggesting that inflation pressures are moderating without
harming economic growth.

b g W o A b e

& P @?) P 52 P G P G 9 g 9 g 9 g ¢ Y . .

& ol ol PP 4\’” o g gl gl o A oV g o KOAG Given these developments, the market started to price a less
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inflation continues to move toward the 2% target and the
economy achieves a soft landing, the Fed may opt for a slower
pace of rate cuts, unless economic growth or labour market
conditions deteriorate significantly.

No. of rate cuts priced in 31/10/2024 ==mm=No. of rate cuts priced in 18/09/2024

Source: Bloomberg. Data rebased.
As at 31 October 2024.

Looking ahead

Despite signs of weakness in the US labour market data released in October, we believe these are largely
driven by transitory factors, such as hurricanes and strikes, rather than a fundamental decline in labour
market health. We expect a rebound as the workforce normalises following these one-off disruptions. While
global inflation shows continued signs of easing, yields surged in October due to strong growth expectations.
With solid US economic fundamentals, an aggressive easing cycle seems inconsistent with current
macroeconomic dynamics. Additionally, fiscal policies from President-elect Trump are likely to substantially
boost demand in the US. Given these economic and fiscal conditions, we see increased downside risk for bond
prices, as elevated yields appear poised to persist.

In the UK, the Autumn budget revealed higher-than-forecast borrowing, which pushed up government yields as
markets reacted to potential inflationary pressures. Although the budget aims to stimulate economic growth,
it is too early to assess its impact on UK equities. The success of the fiscal measures in driving growth will play
a critical role in determining any positive effects on earnings growth for UK stocks.
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Did you find this useful?

We create investment inspired content for you, and
it is important to us that we get it right.

We welcome your feedback, please email us at:

adviser_services@arbuthnot.co.uk

ARBUTHNOT LATHAM

Bankers since 1833

Partnership. Expertise. Together.

The value of investments, and the income from them can fall as well as rise, and may be affected by exchange
rate fluctuations. Investors could get back less than they invest. Past performance is not a reliable indicator of
future results. The tax treatment of investments depends upon individual circumstances and may be subject to
change.

This document should be considered a marketing communication. It has not been prepared in accordance with
legal requirements designed to promote the independence of investment research. It is for information purposes
only and does not constitute advice, a solicitation, recommendation or an offer to buy or sell any security or
other investment or banking product or service. This document is correct as at the date of writing and is valid for
a period of one month from the portfolio date stated on the document. This document may not be reproduced,
distributed, or published without prior consent from Arbuthnot Latham & Co., Limited.

Arbuthnot Latham & Co., Limited is authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential. Regulation Authority. Arbuthnot Latham & Co., Limited is on the
Financial Services Register under Firm Reference Number 143336. Registered office:

Arbuthnot House, 20 Finsbury Circus, London EC2M 7EA. Registered in England and Wales No. 819519.
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