ARBUTHNOT LATHAM

Bankers since 1833

May 2024

Market Spotlight

Around the world

* UK CPI eased less than expected, rising by 2.3% .

YoY, ahead of BoE’s expectation, while core CPI
barely dropped. Services inflation, remains the
main issue for the BoE.

* Q1 earnings season is in its final stages, and so y

far, earnings surprised to the upside. US earnings
grew at +5% YoY while European earnings
declined by 8% YoY, but ahead of expectations.
Nevertheless, earnings reported by S&P 500 firms
excluding the Magnificent 7 came in below
expectations at -2.0%.

* Gold prices rose to an all-time high supported by
an increase in demand. A combination of factors
such as Central Bank purchases and geopolitical
tensions are keeping the price of gold elevated.

Market snapshot

US tech resumed market leadership with the earnings
season confirming the strength of US tech coupled with
heightened investor interest regarding advancements
in Al. In summary, equities performed well across
regions except for Japanese and Chinese equities
which remained contained for the month, with data in
both regions continued to be mixed. Government bonds
recovered some of the losses of previous month but
still negative year-to-date as the future of

inflation remains uncertain.
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Surprise announcement from

4 July

UK’s General
Election

UK’s Prime Minister of a snap
General Election in May.

Nvidia surged 9% after
earnings release adding
$218 billion to its market
cap.

$218 bn

Nvidia’s market
cap increase

6.4%

Eurozone
unemployment

Eurozone unemployment falls
to lowest level since 1999.

ECB’s indicator of negotiated wages accelerated to
4.7% YoY in Q4. The ECB is unconcerned by the
elevated figure as they expect wage pressures to
ease later in 2024.

The Chinese Government announced further
measures to shore up its property market. The PBoC
will be easing mortgage rules and encouraging local
governments to buy unsold homes from developers.
The Shanghai Stock Exchange Property Index surged
following the announcement.

Argentina posted first-quarter primary fiscal surplus
in May, after 16 years, driven by a restrained
package under President Javier Milei. Milei’s goal is
to restrict government spending in order to stem
the country’s hyperinflation.

Performance of global asset classes

1 Month  YTD

US Tech 10.1%

US Equities 5.0% 11.3%

Precious Metals 4.1% 13.4%

World Equities 4.1% 8.9%

European Equities 2.9% 10.8%

UK Equities 2.1% 9.0%

Global Corporate Bonds 1.9% -1.2%

Global High Yield Bonds 1.5% 2.8%
Global Government Bonds 1.3% -

Commodities 1.3% 4.4%

Emerging Market Equities 0.6% 3.4%

Japanese Equities

0.2%
Chinese Equities 4.3%

Source: Bloomberg, Returns are in local
currency, as at 31 May 2024.
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		Bloomberg Formula Table (use this)		[Copy this in separate worksheet)



						1 Month		YTD

		US Tech				6.2%		10.1%

		US Equities				5.0%		11.3%

		Precious Metals				4.1%		13.4%

		World Equities				4.1%		8.9%

		European Equities				2.9%		10.8%

		UK Equities				2.1%		9.0%

		Global Corporate Bonds				1.9%		-1.2%

		Global High Yield Bonds				1.5%		2.8%

		Global Government Bonds				1.3%		-3.3%

		Commodities				1.3%		4.4%

		Emerging Market Equities				0.6%		3.4%

		Japanese Equities				0.2%		15.9%

		Chinese Equities				-0.7%		4.3%
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What iS the data telling us? Purchasing Managers Index

Manufacturing

Manufacturing PMIs across the board continued
their trend upwards except for US manufacturing
which declined further. Euro Area manufacturing
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shows signs of a rebound but from a low base

compared to the rest of the regions, such as

Service

Japan, China, and the UK which continue in the s 7202-’; o 0 i 202“2 o
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Source: JP Morgan, ISM Institute, HCOB, S&P Global/CIPS, Caixin,
au Jibun Bank, from 1 May 2023 to 31 May 2024.
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Chart of the month

Goldman Sach’s MAP surprise indices quantify the extent to

Goldman Sachs MAP Economic which key economic indicators across the globe have diverged
Surprise Index from consensus economic forecasts. The US has gathered
2 significant attention due to a sustained period of economic
’ 2 data surprising to the upside. However, in the past couple of

months we have witnessed a deterioration in US economic

data releases relative to expectations. This deterioration

-1 -2 suggests the relative growth outperformance of the US
compared to the rest of the world may have peaked.

2022 2023 2024

On the other hand, European economic releases have
us Euro Area

surpassed expectations. The growth in European data coupled
Source: Bloomberg. Data as at 31 May 2024. . . . .
with expectations of interest rate cuts has established a more

favourable environment for Europe.

Looking ahead

Manufacturing production continues to recover, providing some support to the global economy. While we have
experienced some moderation in US economic data, its growth is still resilient. The narrowing of the gap
between growth in the US and Europe suggests “US exceptionalism” may have peaked. This could provide some
support to European equities and the Euro relative to the US equity market and US dollar, respectively.
Inflation data was mixed this month, with US inflation moderating and UK/EU inflation data slightly

higher than expected. However, our thesis of EU and UK inflation undershooting US inflation in 2024 remains
unchanged. If this is the case, we would expect European and UK bonds to outperform US bonds. Into next
month we strongly expect the ECB and Bank of Canada to cut rates. This will be an important milestone for
the developed market rate cycle as countries with more contained inflation and weaker growth are cutting
ahead of the Fed. The central bank divergence may also see regional fixed income performance diverge.
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				Manufacturing 

				2022		2023																						2024

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

		Global		48.7		49.1		49.9		49.6		49.6		48.8		48.7		49		49.1		48.8		49.3		49		50		50.3		50.6		50.3		50.9

		US		48.4		47.4		47.7		46.3		46.9		46		46.4		47.6		49		46.7		46.7		47.4		49.1		47.8		50.3		49.2		48.7

		EU		47.8		48.8		48.5		47.3		44.8		43.4		42.7		43.5		43.4		43.1		44.2		44.4		46.6		46.5		46.1		45.7		47.3

		UK		45.3		47		49.3		47.9		47.1		46.5		45.3		43		44.3		44.8		47.2		46.2		47		47.5		50.3		49.1		51.2

		China		49		49.2		51.6		50		50.9		50.5		49.2		51		50.6		49.5		50.7		50.8		50.8		50.9		51.1		51.4		51.7

		Japan		48.9		48.9		47.7		49.2		50.6		49.8		49.6		49.6		48.5		48.7		48.3		47.7		48		47.2		48.2		49.6		50.4



				Service

				2022		2023																						2024

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

		Global		48.1		50.1		52.6		54.4		55.5		53.9		52.7		51.1		50.8		50.4		50.6		51.6		52.3		52.4		52.4		52.7		*

		US		49.2		55.2		55.1		51.2		50.3		53.9		52.7		54.5		53.6		51.8		52.7		50.6		53.4		52.6		51.4		49.4		*

		EU		49.8		50.8		52.7		55		55.1		52		50.9		47.9		48.7		47.8		48.7		48.8		48.4		50.2		51.5		53.3		53.3

		UK		49.9		48.7		53.5		52.9		55.2		53.7		51.5		49.5		49.3		49.5		50.9		53.4		54.3		53.8		53.1		55		52.9

		China		48		52.9		55		57.8		57.1		53.9		54.1		51.8		50.2		50.4		51.5		52.9		52.7		52.5		52.7		52.5		*

		Japan		51.1		52.3		54		55		55.9		54		53.8		54.3		53.8		51.6		50.8		51.5		53.1		52.9		54.1		54.3		54.8
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								Date		Last Price										Jan		Feb		Mar		Apr		May		Jun		Jul

								8/31/23		2.6								Global Composite		49.7		52.1		53.4		54.2		54.4		52.7		51.7

								7/31/23		2.3								Global Manufacturing		49.1		49.9		49.6		49.6		49.6		48.8		48.7

								6/30/23		1.9

								5/31/23		3.2								US Composite		46.9		47.3		49.2		50.2		48.4		46.3		49

								4/30/23		4.1								US Manufacturing		55.2		55.1		51.2		51.9		50.3		53.9		52.7

								3/31/23		3.3

								2/28/23		6								EU Composite		50.3		52		53.7		54.1		52.8		49.9		48.6

								1/31/23		5.9								EU Manufacturing		50.8		52.7		55		56.2		55.1		52		50.9

								12/31/22		5.7

								11/30/22		6.8								China Global		51.1		54.2		54.5		53.6		55.6		52.5		51.9

								10/31/22		7.3								China Manufacturing		52.9		55		57.8		56.4		57.1		53.9		54.1

								9/30/22		8.9

								8/31/22		10.5

								7/31/22		10.8

								6/30/22		10.2

								5/31/22		8.7

								4/30/22		8.3

								3/31/22		9.8

								2/28/22		7.6

								1/31/22		6.1

								12/31/21		6.5

								11/30/21		5.5

								10/31/21		5.4

								9/30/21		4

								8/31/21		3.3

								7/31/21		2.9

								6/30/21		2.7

								5/31/21		2.7

								4/30/21		2.2

								3/31/21		1.3

								2/28/21		0

								1/31/21		0.5

								12/31/20		-0.5

								11/30/20		-0.8

								10/31/20		-0.8

								9/30/20		-0.4

								8/31/20		-0.5

								7/31/20		-0.6

								6/30/20		-0.3

								5/31/20		-0.9

								4/30/20		-0.7

								3/31/20		0

								2/29/20		0.7

								1/31/20		1.1

								12/31/19		0.8

								11/30/19		0.4

								10/31/19		0.1

								9/30/19		0.1

								8/31/19		0.3

								7/31/19		0.5

								6/30/19		0.4

								5/31/19		0.8

								4/30/19		1.5

								3/31/19		1.3

								2/28/19		1.1

								1/31/19		1

								12/31/18		1.2

								11/30/18		1.7

								10/31/18		2.3

								9/30/18		2.3

								8/31/18		2.2

								7/31/18		2.2

								6/30/18		2.3

								5/31/18		2.1

								4/30/18		1.1

								3/31/18		1.2

								2/28/18		1.1

								1/31/18		0.6

								12/31/17		1.1

								11/30/17		1.7

								10/31/17		1.6

								9/30/17		1.8






Contacts

David Michael
Senior Investment Manager
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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, 7 Wilson Street, London EC2M 2SN. Registered in England and Wales No. 819519.
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