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• The Federal Reserve (Fed) surprised the markets 

with an out-of-consensus rate cut of 50bps. This 

larger-than-expected reduction came despite 

inflation remaining above target, indicating that the 

Fed prioritised concerns about the weakening labour 

market over inflationary pressures. Jay Powell did 

not provide clear guidance for the next moves but 

emphasised that they will remain data dependent.

• The Bank of England (BoE) held its benchmark rate of 

5%, following its August cut of 25bps. With services 

inflation still elevated, the BoE is taking a cautious 

approach. 

• The US labour market showed unexpected strength, 

with the economy adding 254,000 jobs in September.

Market Spotlight
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In Q3, a broader 

selection of companies 
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Eurozone inflation falls 

below ECB target for the 

first time in over three 

years.
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Exchequer, Rachel 

Reeves, will deliver the 

Autumn Budget.Around the world

• The Eurozone's automotive sector continues to 

struggle in the face of significant Chinese 

competition. Europe’s largest carmakers including 

Volkswagen, Stellantis, and Renault, have all 

reported double-digit year-on-year falls in sales. 

Citing the challenging market environment, 

Volkswagen has further lowered its annual 

guidance in response to weaker sales. 

• The AI investment boom continues among tech 

giants. Microsoft has partnered with BlackRock to 

launch a substantial AI investment fund, 

exceeding $30billion. This fund aims to finance 

the construction of data centres and energy 

projects to meet the needs of AI advancements. 
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Markets experienced a robust rally in September, 

driven by two key factors: the long-awaited Fed rate 

cut and the announcement of new stimulus measures 

in China. Asian stocks emerged as the top performer in 

September driven by the Chinese stimulus. In contrast, 

European equities remained subdued throughout the 

month, reflecting the region's weaker economic data. 

The United Kingdom saw a decline in its equity 

markets as consumer confidence waned following 

downward revisions to GDP growth projections.

Meanwhile, fixed income markets delivered solid 

returns, benefiting from the prospect of lower interest 

rates on the horizon.  

Market snapshot Performance of global asset classes 

Source: Bloomberg, Returns are in local 

currency, as at 30th September 2024.
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Manufacturing PMIs fell across all major 

regions in September. EU manufacturing data 

continued its slump, with business confidence 

in Germany falling. Manufacturing strength in 

China has turned, prompting PBOC to take 

stimulus action. As the Budget looms, UK PMIs 

fell, driven by business and consumer fears on 

the looming UK budget.

The services sector of the global economy is 

still strong, despite a slight contraction. The 

US has been the key source of strength as the 

labour market remains healthy, boosting the 

consumer and services.

Chart of the month

Chinese growth has disappointed in recent years, 

primarily due to a sharp property market downturn. 

Chinese 2-year bond yields are a good proxy for 

Chinese growth and because of the poorer economic 

backdrop, Chinese bond yields have fallen.

Weak consumer demand in China has significantly 

impacted major sectors in European markets, 

particularly the luxury goods industry. However, the 

most recent stimulus package had a positive effect on 

the Chinese market and the impact was not limited 

within its borders, with European names - particularly 

in the luxury sector - seeing gains, as investors 

anticipate increased consumer spending in China.

Looking ahead

Global growth has lost momentum recently, which is evident through a slowing US labour market and a 

struggling global manufacturing sector. Recently, both the US and China have taken steps to temper the 

slowdown. China’s latest stimulus, if followed by further aggressive action, could provide a boost to global 

growth, with downstream benefits for emerging markets, Europe, and commodities. Similarly, the Fed’s rate 

cuts, by easing financial conditions, may offer timely support before the labour market weakens significantly. 

The next few US labour market reports will be a key data point to keep an eye on.

One of the main concerns on the horizon is how recent stimulus packages, in the form of central bank easing 

and Chinese growth measures, may lead to growing upside pressures on inflation. If we see growth pick up, 

when labour markets are already tight, inflation may become a concern. From this junction, with most of the 

gains from disinflation already materialising, higher growth may lead to greater inflationary pressures. 
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Source: JP Morgan, ISM Institute, HCOB, S&P Global/CIPS, Caixin, 

au Jibun Bank, from 1 September 2023 to 30th August 2024.

10 11 12 1 2 3 4 5 6 7 8 9

Global 48.8 49.3 49 50 50.3 50.6 50.3 51 50.9 49.7 49.5 48.8

US 46.7 46.7 47.4 49.1 47.8 50.3 49.2 48.7 48.5 46.8 47.2 47.2

EU 43.1 44.2 44.4 46.6 46.5 46.1 45.7 47.3 45.8 45.8 45.8 45

UK 44.8 47.2 46.2 47 47.5 50.3 49.1 51.2 50.9 52.1 52.5 51.5

China 49.5 50.7 50.8 50.8 50.9 51.1 51.4 51.7 51.8 49.8 50.4 49.3

Japan 48.7 48.3 47.7 48 47.2 48.2 49.6 50.4 50 49.1 49.8 49.7

10 11 12 1 2 3 4 5 6 7 8 9

Global 50.4 50.6 51.6 52.3 52.4 52.4 52.7 54 53.1 53.3 53.8 52.9

US 51.8 52.7 50.6 53.4 52.6 51.4 49.4 53.8 48.8 51.4 51.5 54.9

EU 47.8 48.7 48.8 48.4 50.2 51.5 53.3 53.2 52.8 51.9 52.9 51.4

UK 49.5 50.9 53.4 54.3 53.8 53.1 55 52.9 52.1 52.5 53.7 52.4

China 50.4 51.5 52.9 52.7 52.5 52.7 52.5 54 51.2 52.1 51.6 50.3

Japan 51.6 50.8 51.5 53.1 52.9 54.1 54.3 53.8 49.4 53.7 53.7 53.1

2023

2023 2024

2024

Manufacturing 

Service

Source: Bloomberg as at 30th September 2024

What is the data telling us? Purchasing Managers Index
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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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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

Did you find this useful?
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