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Bullish November for bonds and
equities as inflation continues to fall.

Manufacturing and Services continue to improve
Egypt rallies in Emerging Markets

China/Greater China faces challenges

November was a bullish month for the Balanced portfolio benchmark, which
returned 3.57%, as bonds and equities rallied. The driver behind the latest rally
was better than expected inflation data as concerns about contagion from
conflictin the Middle East continues to dissipate.

Meanwhile, inflation continues to fall across the world as the effects of interest
rate rises continue to be felt.

Inflation and Interest rates
Bank of England

UK inflation currently sits at 4.60% and the central bank is keen to remind
markets that there is further to go in order to normalise rates. Bank of England
Governor Andrew Bailey said getting inflation down to the central bank's 2.00%
target will be "hard work" as most of its recent fall was due to the unwinding of
the jump in energy costs last year. "The rest of it has to be done by policy and
monetary policy" Bailey said in a November interview. "And policy is operating in
what | call a restrictive way at the moment - it is restricting the economy”.

US Federal Reserve

US inflation fell to 3.10% in November, down from 3.20% prior, whilst core
inflation remained steady at 4.00%. It is the level of Core inflation that causes the
Federal Reserve to take a cautious approach to monetary policy, with Chair Jay
Powell recently stating, “It would be premature to conclude with confidence that
we have achieved a sufficiently restrictive stance, or to speculate on when policy
might ease. We are prepared to tighten policy further if it becomes appropriate to
do so”.
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European Central Bank

Eurozone inflation fell by more than expected for a third straight month in
November, challenging the European Central Bank's narrative that price growth
is stubborn. Inflation has dropped quickly towards the ECB's 2.00% target from
levels above 10.00% just a year ago but policymakers have cautioned against
excessive optimism. They warn that the "last mile" of disinflation could be more
difficult and take twice as long as getting back under 3.00%.

Despite this, a series of underwhelming data continues to come from the region,
which is driving traders to bet that the ECB will be the first central bank to cut

interest rates next year.

Economic Indicators

Country/ Manufacturing Services
region PMI PMI
us 49.4 50.8
UK 47.2 50.9
Eurozone 44.2 48.8

Note: Less than 50 PMI = contraction and more than 50 PMI = growth.
Manufacturing

Again, manufacturing confidence remains in contraction, with all three regions
reporting negative growth for the month although the US is the closest to
reporting growth once more.
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The Eurozone figures were revised slightly higher to 44.2 in November 2023, up
from 43.1 in October and the highest since May 2023. However, the most recent
reading still indicated a seventeenth consecutive month of contraction in the
bloc's manufacturing sector, with Austria leading the decline, closely followed by
Germany and France. This gives markets hope that the European Central Bank
will be the first to cut interest rates next year to boost economic growth.

Services

Both the US and UK are reporting growth in services, whilst the EU remains in a
shallow services contraction.

The US reading was the highest in four months, as output and new business
expanded. Customer demand strengthened on the month, as new business from
abroad also ticked up.

In the UK, services expanded as the latest PMI reading indicated an expansion in
sector activity for the first time since July 2023, attributed to increasing demand
and the completion of unfinished projects. Backlogs of work continued to
decrease for the sixth consecutive month, declining at the fastest rate since
August 2023.

Market performance

All bar three Developed Markets were positive this month, with Israel predictably
topping the table as the index begins to recover from its earlier move, caused by
conflict in the region.

The Hong Kong index was the laggard for this month, with Sun Hung Kai
Properties Ltd falling by almost 5.50% as the real estate sector continues to face
major challenges in the China/Greater China region.

The UK index made an appearance in the bottom five with a return of 2.26% as

energy receded for the month on demand issues and caused by slowing global
growth.
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Top and Bottom 5
Developed Markets
MECI Israel I 11.42%
MSCI Sweden I  10.27%
MSCI Spain I 10.26%
MSCI New Zealand I 10.05%
MSCI Metherlands I 3.58%
MSCI United Kingdom . 2.26%
MSCI Ireland N C11%
MSCI Norway -0.16% 1
MS5CI Singapore -2.04%;
M5CI Hong Kong -3.85% I

Egypt pressed ahead in Emerging Markets with a return of over 17.00%. This was
mostly driven by the performance of Commercial International Bank, which
comprises 81.00% of the index, as said in previous market reviews.

Top and Bottom 5
Emerging Markets
17.45%
MSCI Egypt O
MSCI Korea I 11.42%
MSCI Mexico I 10.73%
MSCI Brazil I 9.49%
MSCI Taiwan I 5.4 7%
MSCI Peru -1.05% W
MSCI Malaysia -1.25% W
MSCI China -1.73% .
MSCI Kuwait -2.34%
MSCI Thailand -2.86% NN

Sector performance

Presenting a similar pattern to that seen in markets, all bar two sectors produced
a positive return this month. The sectors were led by Tech, which continues to
outperform for the year.
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European Smaller Companies also fared well whilst China/Greater China was the
only region-specific sector to produce a negative return for the month, on
continued challenges of slower economic growth and shrinking liquidity in the

property sector.

UT Technology & Technology Innovation
UT European Smaller Companies

UT Latin America

UT Property Other

UT Financials and Financial Innovation
UT Global EM Bonds Local Currency

UT Short Term Money Market

UT Standard Money Market

UT UK Direct Property

UT China/Greater China

Top and Bottom 5
Sectors

-0.05%
-2.02% -

— (. 0%
e £.19%
I 7 .7 0%
IS 7.50%
I 6.7 3%

l 1.39%

B 0.43%

B 0.41%

Source: FE Fundinfo, 14/11/23

Summary

Markets did indeed climb the ‘wall of worry’ in November as they quickly
shrugged off the conflict in the Middle East and any signs of contagion.

It was a good month for Balanced portfolio investors, who benefitted from the
dual rally in Bonds and Equity, on growing optimism that central banks will cut
interest rates next year, despite insistence from central banks that we should

prepare for ‘higher rates for longer’.

This month seems like the first one in a while to cap off briefly as markets
performed exactly as we all hoped they would.
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Sources:

Economic indicators information from The Institute for Supply Management - Report on business, IHS Markit and
Trading Economics

The ‘Balanced Portfolio Benchmark’ is the UT Mixed Investment 20-60% Shares Sector.

Market and Sector performance data sourced from FE Fundinfo, 13/11/23

European Central Bank holds interest rates steady after 10 consecutive hikes by Jenni Reid, CNBC, 26/10/23
Pound rises against dollar as Bank of England expected to cut interest rates by May, By LaToya Harding, Yahoo
Finance UK, 13/11/23

BoE's Pill says pay growth is slowing but still too high, by Reuters, 14/11/23

Powell calls Fed policy 'restrictive,' but keeping options open, by Jennifer Schonberger, 09/11/23
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