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M&G wealth

Welcome to our weekly market update. Our focus is on providing clear, concise insights
into stock and bond market movements and the broader economic landscape.

The views expressed here are subject to change without notice and we can’t accept
any liability for any loss arising directly or indirectly from any use of it. This is for your
information only. It is not a recommendation or advice, if you’re unsure about anything

please speak to your financial adviser.

This week’s highlights

Equities surged: supported by strong
earnings in the US and Europe.

Trade tensions remain elevated:
Switzerland and India face steep tariffs.

Bank of England cut rates: see
our chart of the week.

Market review

Equities performed well, boosted by a positive investor
narrative as technology stocks lead the charge - the
‘Magnificent 7’ reached new all-time highs. This
momentum was supported by strong earnings results,
particularly across the US and Europe.

Investor optimism around potential interest rate cuts in
the US has grown, following economic indicators and
commentary from Federal Reserve (The Fed) officials.
This shift came after the latest Non-Farm Payroll figures
raised concerns about the health of the labour market.
Bond markets responded swiftly, now pricing in a 97%
likelihood of a rate cut at the Fed’s next meeting - up
from just 40% prior to the data release.

The resignation of Fed Governor Kugler has opened
the door for President Donald Trump to nominate

a new board member. His temporary appointee,
Stephen Miran, is an economic advisor who recently
co-authored a proposal to reform the Fed. Trump has
been vocal in his desire for faster rate cuts and appears
keen to shape the Fed’s future direction through
strategic appointments.

On the trade front, the deadline for new deals with the
US has passed, but negotiations continue as countries
seek relief from existing tariffs. Switzerland has so far
been unsuccessful and remains subject to 39% tariffs,
while India faces the threat of further increases due to
its continued oil imports from Russia. Western pressure
is mounting on nations to distance themselves from
Russia as the conflict in Ukraine persists.

Tariff discussions have now expanded to include
pharmaceuticals and semiconductors, with proposals
for 100% tariffs on these sectors. However, there was
some positive news for investors: major firms such

as Apple and Taiwan Semiconductor Manufacturing
Company (TSMC), which are building manufacturing
capacity in the US, are expected to be exempt.

Outlook

The global economy has remained remarkably resilient,
despite challenges surrounding tariff implementation
and ongoing geopolitical tensions. Solid earnings
reports have supported markets as investor attention
remains focused on central bank interest rates, inflation
and job market data.



Chart of the week

Bank of England (BoE) cut interest rates again

The BoE cut interest rates by 0.25% on Thursday, continuing their gradual and careful path of
reductions. The BoE were fully expected to cut interest rates at this meeting, with the pace of
cutting guided previously by Governor Andrew Bailey and supported by a labour market that
appears to be faltering, while growth remains subdued. However, for the first time in its 28 years
of meetings, the Monetary Policy Committee members had to go through a second round of
voting, with four members voting to hold rates, four members voting to cut by 0.25% and one
member voting for a 0.50% cut. The central bank described its latest decision as “finely balanced”
pointing to a revised inflation forecast, that now anticipates a peak of 4.0% in September.

The backdrop of low growth, rising unemployment and high inflation presents a difficult dilemma
for policymakers, who will no doubt have some tough choices to make if the UK is to avoid falling
into a “stagflationary” environment - where the economy experiences stagnant growth alongside

high inflation.
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What this means for you

Varying inflation levels, trade tariff uncertainty and
tensions in the Middle East and Europe continue

to influence market performance across the globe.
This strengthens the importance of maintaining a
well-diversified long-term investment approach, rather
than reacting to short-term market swings. By staying
committed to carefully considered plans, investors can
navigate through periods of volatility and uncertainty.

Need help?

If you have any questions in relation to this document,
please discuss them with your financial adviser.
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