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Monthly Comment: An aura of positivity across many markets

The global markets experienced a wave of optimism in May, as many key indices concluded the month on a high and the
MSCI AC World Index coming in at a commendable 2.3% increase compared to the previous month.

US equities - particularly those in the tech sector - played their part. Al chip manufacturing leader NVIDIA saw its shares
soar by over 9% following a stellar first-quarter earnings report that revealed a 262% revenue boost and an upcoming
10-for-1 stock split. This announcement highlighted NVIDIA’s robust financial health and its significant contribution to the
earnings-per-share of US large caps.

Earlier in May, the US Consumer Price Index hinted at a potential softening of inflation rates, which led to a surge in US
equities by 1.6%, lifting the year-to-date figures to 11.8%. A historic milestone was achieved when the Industrial Average
surpassed the 40,000 mark for the first time. Following the data, the US market indicators have proven positive, with the
MSCI North America up by 2.9% and US Treasuries increasing by 1.5%.

In the UK, the markets rebounded strongly after a brief recession in the latter half of 2023. The UK economy reported an
impressive 0.6% growth in the first quarter of 2024, outperforming all other G7 economies. The UK market’s performance
was robust, with the MSCI UK index up by 1.9% and UK Gilts yielding positive returns.

Rate cut expectations across the US, UK and EU

While May was a month that showcased cautious optimism in the financial markets, the Federal Reserve and the Bank of
England remain cautiously vigilant regarding potential rate adjustments.

The Federal Reserve

The US Personal Consumption Expenditures (PCE) Price Index for April indicated persistent inflation pressures, yet core
measures suggested a slight easing. The preferred inflation gauge of the Federal Reserve rose by 0.3% during the month,
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in line with forecasts, maintaining the steady inflation rate
seen in the previous month. The core PCE Price Index,
which excludes the volatile food and energy sectors, rose
by a modest 0.2%, slightly below the expected 0.3%,
hinting at a potential softening in underlying inflationary
trends.

The core PCE also saw a year-over-year rise of 2.8%,
aligning with expectations and mirroring the previous
month’s rate. The modest improvement in core PCE offers
a hint of optimism, but the overall persistence of inflation
rates suggests that the Federal Reserve may continue

to be cautious with monetary policy in the near future.
Federal Reserve Chair Jerome Powell indicated that
gaining confidence in inflation progress to begin rate cuts
“will take longer than previously expected,” referencing the
Fed’s earlier projections which included three rate cuts in
2024, while market expectations had already adjusted to
just one cut prior to the latest meeting.

The Bank of England

In the UK, April’'s consumer price growth decelerated to
2.3%, the lowest in nearly three years, and slightly higher
than the 2.1% prediction. This slower-than-expected
decrease led to a recalibration of expectations for a
midyear rate cut by the Bank of England. With core
inflation at 3.9%, financial markets are now considering
the likelihood of a single 25 basis point rate cut this year,
adjusting from the previously anticipated two cuts.

The European Central Bank

The European Central Bank is likely to have announced its
first reduction in interest rates in eight years this Thursday,
with expectations to decrease by 0.25 percentage points
to 4.25%. Should the ECB proceed with the rate cut, it will
be the first among its peers, moving ahead of the Bank

of England and the Federal Reserve, both of which have
meetings scheduled in June.

This anticipated move comes despite a recent uptick

in eurozone consumer prices, which had previously

been hovering around the bank’s 2% target. Contrary to
forecasts, both the headline and core inflation figures for
May exceeded projections, marking the first month-on-
month acceleration of the year. The year-on-year inflation
rate climbed to 2.6% from April’s 2.4%, while core inflation,
excluding energy and food costs, also saw an increase to
2.9% from 2.7%.

Market expectations for EU interest rate cuts in 2024

have been scaled back to less than 0.6%, suggesting

two potential cuts with a third being a possibility. This

is a reduction from April’s forecast of three cuts and a
significant decrease from January, when the markets were
bracing for at least five reductions.
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Election called in the UK

In light of the unexpected announcement of an early general election set for Thursday 4 July, the UK
financial markets have shown a remarkably calm response. Despite the potential for political upheaval,
indicators such as sterling, the 10-year gilt yield, and the large cap markets have all experienced minimal
fluctuations.

This subdued market reaction can be attributed to a combination of factors: the markets’ growing resilience
to political events and the absence of drastic fiscal policy changes proposed by the major political parties,
largely due to inflation’s impact on public spending. Consequently, the markets have maintained a ‘business as
usual’ stance amidst the election news.

Richard Carter
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Quilter Cheviot provides bespoke investment management for private clients, trusts, charities and pension
funds. To provide a truly personal service, we assign every client an investment manager to design and
implement an investment strategy specifically tailored to the client’s needs. A local presence and easy
accessibility to investment managers are key elements of the personal attention we give our clients. Quilter
Cheviot has a network of regional offices located in major cities across the UK, an office in Dubai and two
wholly owned subsidiaries, Quilter Cheviot Europe in Dublin and Quilter Cheviot International in Jersey.
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Investors should remember that the value of investments, and the income from them, can go down as well
as up and that past performance is no guarantee of future returns. You may not recover what you invest.
Any reference to any securities or instruments is not a personal recommendation and it should not be
regarded as a solicitation or an offer to buy or sell any securities or instruments mentioned in it.

Quilter Cheviot and Quilter Cheviot Investment Management are trading names of Quilter Cheviot Limited, Quilter Cheviot
International Limited and Quilter Cheviot Europe Limited.

Quilter Cheviot Limited is registered in England with number 01923571, registered office at Senator House, 85 Queen Victoria Street,
London, EC4V 4AB. Quilter Cheviot Limited is a member of the London Stock Exchange, authorised and regulated by the UK Financial
Conduct Authority and as an approved Financial Services Provider by the Financial Sector Conduct Authority in South Africa.

Quilter Cheviot Limited has established a branch in the Dubai International Financial Centre (DIFC) with number 2084 which is regulated
by the Dubai Financial Services Authority. Promotions of financial information made by Quilter Cheviot DIFC are carried out on behalf of
its group entities. Accordingly, in some respects the regulatory system that applies will be different from that of the United Kingdom.

Quilter Cheviot International Limited is registered in Jersey with number 128676, registered office at 3rd Floor, Windward House,
La Route de la Liberation, St Helier, JE11QJ, Jersey and is regulated by the Jersey Financial Services Commission and as an
approved Financial Services Provider by the Financial Sector Conduct Authority in South Africa.

Quilter Cheviot Europe Limited is regulated by the Central Bank of Ireland, and is registered in Ireland with number 643307,
registered office at Hambleden House, 19-26 Lower Pembroke Street, Dublin DO2 WV96.
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