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We saw more volatility in financial markets during the third quarter; nevertheless, returns for
investors in the third quarter of 2024 have been good. August began with some heavy market falls
as investors became fearful, driven by concerns over a US recession which were based on
disappointing US jobs data. The dip in investor confidence was short-lived, however, and shortly
thereafter investors were back to believing that there would be a soft landing for the US economy,
and the rally in risk assets resumed.

US inflation appears to be under control, with figures recently released showing the US Personal
Consumption Expenditure price index (the Federal Reserve’s favoured measure of inflation)
showing a reading of 2.2%. Over the summer, at the annual Jackson Hole Central Banker
conference, Jerome Powell, the Fed Chair, confirmed that the time had come for interest rate
cuts. The first of these expected rate cuts came in mid-September, with a 0.50%
reduction. Analyst expectations are for two further cuts of 0.25% before year-end.

While the leading index of US equities, the S&P 500, rose approximately 5% over the quarter,
investors’ fascination in technology and in particular Al has moderated. The two best performing
sectors were real estate and energy — both are perceived as benefiting from lower interest rates.

Possibly in light of the heightened Middle East tensions, Saudi Arabia recently announced that
they may increase oil production, signalling their desire to regain market share and abandon the
$100 oil price target. This has moderated inflation pressures from elevated oil prices.

Facing lower domestic inflation data and a lacklustre growth environment, both the Bank of
England and the European Central Bank cut interest rates over the summer.

In early July, at the UK General Election, Labour secured a clear majority, but any feelgood factor
from a change of government has not lasted long, and diminishing belief in their ability to secure
growth in the economy has led to a sharp pullback in business confidence. There is currently
considerable uncertainty surrounding the expected tax increases that will be announced at the
upcoming Budget.

Towards the end of the third quarter, Chinese and Asian stocks rallied sharply after Chinese
authorities announced a raft of pro-growth measures which include interest rate cuts, a looser
fiscal policy, and extra capital for banks and other measures to free up the stagnant property
market. This action has led to good performance from emerging market equities.

Politics, and the US presidential election in November, with Democrat and Republican candidates
making promises to the electorate, will continue to exert influence over US monetary and fiscal
policy. The wusual result of this is that both consumer and investor confidence is
boosted. Historically, presidential election years are positive years for the stock market.
According to the polls it is, at present, too close to call who will be successful in the election.
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Although there are still many uncertainties, especially concerning resolution to the Russian
invasion of Ukraine and the heightened geo-political conflict in the Middle East, risk assets
continue to offer attractive opportunities for the longer-term investor, as do certain fixed income
assets which provide useful diversification to investor portfolios.
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Opinions constitute our judgement as at the date of publication and are subject to change without warning.
The value of investments and the income from them can go down as well as up and you may not recover
the amount of your original investment. Past performance is not a reliable indicator of future results and
forecasts are not a reliable indicator of future performance. Where an investment involves exposure to
foreign currency, changes in the rates of exchange may cause the value of the investment and the income
from it to go up or down. In the case of some investments, you should be aware that there is no recognised
market for them, and that it may, therefore, be difficult for you to deal in them or for you to obtain reliable
information about the value or the extent of the risks to which they are exposed. Certain investments carry
a higher degree of risk than others and are, therefore, unsuitable for some investors. It may be possible to
lose all of your initial capital in certain types of investments. Before contemplating any transaction you
should consider whether you require financial advice. Nothing in this document should be construed a
solicitation, offer or recommendation to buy or sell securities or any other investment or banking product,
nor to provide any investment advice or service. Nothing contained in this document constitutes
investment, legal, tax or other advice, nor should it be relied upon when making an investment or other
decision. The information in this document is believed to be correct but LAM cannot guarantee its accuracy,
timeliness or completeness of any such information.
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