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Markets began to consolidate in January and returns ended the month in a more mixed fashion,
compared to the ‘(almost) everything rally’ seen in Q4 2023. Global developed and US equities both
continued their momentum to reach all-time highs, returning 1.2% and 1.7% respectively. Equity
markets in Asia continued to show limited signs of agreement, with Japan posting a 7.8% return,
while further challenges in China impacted Emerging Asia, falling 5.2%. UK equities ended the month
down 1% after some varied data prints, while European equities outperformed, returning 1.9%. After
the bond market rally in December, markets took a step back with global bonds declining 1.3%,
following a re-assessment of 2024 interest rate projections. Despite a shaky start, credit markets
ended the month undisturbed with a slight 0.2% decline in investment grade. In commodities, a
tumultuous month geopolitically, led to a 6.1% rise in oil.

After initial trepidation, some positive economic data and growing optimism for a soft-landing

led US equities to make further progress, particularly during the middle of January. Gains were
again somewhat concentrated among mega-cap tech stocks, with the Magnificent 7 rising 6.4%,
before paring back some of the gains at the end of the month, finishing up 2.3%. In contrast, the
equally weighted US equity index ended the month in negative territory (-0.8%). US growth stocks
continued to outperform returning 2.6% compared to value, which returned 0.5%.

Following the highest two-month return since 1990 in November and December, bond markets
experienced a mild setback, marked by a 1.7% decline in global government bonds. A concerted
effort by the Fed to push back on markets’ seemingly excessive rate cut projections, pushed the US
30-year treasury yield 14 bps higher, while the 10-year yield increased 3 bps to 3.91% after some
volatility. On the short end of the curve 2-year yields fell 4 bps to 4.21%. Alongside the more hawkish
tone, some hotter than expected economic data prompted markets to make a significant revaluation
of future interest rates. By month end futures markets had moved to price in 35% chance of a rate
cut in March, as opposed to 84% at the turn of the year - an implicit tightening.
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Implicit market probability of a rate cut/hike in March -

Rate cut expectations dialled back
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Source: Bloomberg Finance L.P. as at 31 January 2024.
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“Fears of escalation in the Middle east conflict were
raised as Houthi rebels targeted Red Sea shipping and
the US and UK retaliated. Although shipping costs have
risen sharply as a result, oil and energy prices avoided
any dramatic price swings"

A similar narrative played out in the UK and Europe, with central bank members attempting to
persuade markets that despite good progress, declaring victory over inflation would be premature.
The upside surprise in UK inflation figures served as a timely reminder of this, with consumer prices
rising 4% year-on-year in December, breaking the 10-month disinflationary trend. As a result, gilt
yields rose across the maturity curve and UK government bonds returned -2.3% over the month.
The ECB is still looking for further evidence of disinflationary momentum, however muted growth
prospects may provide cause for an earlier move, after the Eurozone narrowly avoided a technical
recession in Q4.

Fears of escalation in the Middle East conflict were raised as Houthi rebels targeted Red Sea shipping
and the US and UK retaliated. Although shipping costs have risen sharply as a result, with cargoes
redirected around the Cape, oil and energy prices avoided any dramatic price swings, in the face of
ample supplies, with US production at or near record levels, high levels of gas in storage in Europe
and concerns about weak global demand (especially China). The bigger risk is that Iran and the US
are drawn into direct conflict, an outcome neither side wishes, but which cannot be dismissed.

WCI composite freight rate -
Red Sea attacks cause sharp rise in shipping costs
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Source: Bloomberg Finance L.P. as at 25 January 2024.

China’s economic woes continued. GDP unsurprisingly met the government's target for 2023,
growing 5.2% for the year, but there were notable signs of weakness with retail sales decelerating
and housing activity remaining soft. Dangers of a deflationary trap persist as year-on-year CPI
(Consumer Price Index) figures came in negative territory for the third consecutive month. China’s
property travails also continued with the Hong Kong high court imposing a liquidation order on
Evergrande, two years after the property giant first defaulted on its debt and exposed frailties in
an overly leveraged industry. Authorities responded with the PBOC announcing a 50bps cut in the
reserve requirement ratio from early February, which should inject RMB1tn (USD139bn) of liquidity
into markets. Furthermore, authorities proposed plans to mobilise state owned enterprises (SOEs)
by using their offshore accounts to prop up stock markets with up to RMB2tn (USD278m) potentially
available. However, optimism was short-lived with equities selling off again and concluding the
month a dismal 10.6% down. The prevailing market distress indicates that authorities will need a
more sustained and assertive approach to reverse the rapidly deteriorating sentiment.

China CPI -
Destination deflation
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The Bank of Japan, as anticipated, maintained its ultra-loose policy, but signalled a somewhat more
hawkish approach to its negative interest rate policy and displayed more confidence about reaching
long-term inflation targets. A rate rise to take the short-term policy rate above zero from the -0.1%
of the past 8 years is now expected within months. The gradual normalisation of policy is a welcome
development, and its stock market remains among the more attractive globally, despite its strong
performance recently.

Asia equities-
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Amidst the escalation in the Middle East, spurred by the involvement of the UK and US retaliating
against Houthi rebels and Iran backed militant groups, geopolitics has taken centre stage, amplifying
the significance of upcoming US elections. Donald Trump has emerged as the clear favourite in

the Republican nominations, and the re-run of Trump v Biden now seems inevitable. While polls
currently show the Republican nominee edging ahead of his opponent, it is too early to assess the
ramifications of such an outcome. What is perhaps easier to predict with some certainty, is an
increase in volatility as events unfold and a decision draws closer.

The US economy remains key to the 2024 global outcome. Growth was surprisingly strong in

2023 despite the headwind of rapidly rising interest rates, and although the growth rate is widely
expected to slow sharply this year, economists continue to be proven wrong. US GDP came in

much higher than expected at 3.3% annualised growth, strong employment data as well as flash
PMIs (Purchasing Managers' Index), usually good indicators of future activity, point to remarkable
continuing resilience in the economy. Headline CPI showed a slight uptick of 3.4% compared to 3.1%
the previous month. Meanwhile the latest core PCE (Personal Core Expenditure) inflation, a key
metric monitored by the Fed, continued to move in the right direction at 2.0% quarter-on-quarter
annualised for the second consecutive quarter.
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Prospects of a soft landing have
therefore continued to increase, and we
remain constructive for risk assets over
the course of the year. The monetary
policy cycle is at a turning point and the
next major move in rates will be down,
underpinning markets. But in the short
term we are concerned that investors
are still pricing in too much policy
loosening this year and are potentially
complacent about the inflationary

risks of the tight labour market, high
fiscal spending and geopolitical risks.

A disconnect is building between the
market's expectations for the pace and
extent of cuts and the resilience of the
economy. We therefore expect a period
of consolidation ahead and will be
cautious in seeking to add to duration
in fixed income and to risk assets.

A disconnect is building between
the market's expectations for

the pace and extent of cuts and
the resilience of the economy.

We therefore expect a period of
consolidation ahead"
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Market performance - Global (local returns) as at 31 January 2024

Asset Class / Region Ccy mo1nth mozths YTD mo1nzths Asset Class / Region Ccy mo1nth moﬁths YTD mo1r$ths
Developed Markets Equities Property

United States S&P 500 NR usD 1.7% 15.9% 1.7% 20.2% US Property Securities MSCI US REIT NR usD -4.2% 15.9% -4.2% -2.7%
United Kingdom MSCI UK NR GBP  -1.0% 5.1% -1.0% 2.4% Australian Property Securities S&P/ASX 200 A-REIT Index TR AUD 1.3% 23.8% 1.3% 5.6%
Continental Europe MSCI Europe ex UK NR EUR 1.9% 13.7% 1.9% 11.5% Asia Property Securities S&P Asia Property 40 Index NR usD -5.7% 4.8% -5.7% -12.1%
Japan Topix TR JPY 7.8% 13.4% 7.8% 32.4% Global Property Securities S&P Global Property USD TR Usb -3.8% 15.7% -3.8% -1.9%
Asia Pacific (ex Japan) MSCI AC Asia Pacific ex Japan NR UsbD -4.8% 7.0% -4.8% -5.9%
Global MSCI World NR usD 1.2% 16.1% 1.2% 17.0% Euro usD -2.0% 2.3% -2.0% -0.4%
Emerging Europe MSCI EM Europe NR usD 2.3% 13.8% 2.3% 28.4% Japanese Yen usD -4.0% 3.2% -4.0% -11.5%
Emerging Asia MSCI EM Asia NR USD -5.2% 5.3% -5.2% -6.0% Australian Dollar usbD -3.6% 3.6% -3.6% -6.9%
Emerging Latin America MSCI EM Latin America NR Usb -48% 17.5% -4.8% 15.0% South African Rand usD -1.7% -0.2% -1.7% -6.8%
BRICs MSCI BRIC NR USsD -10.6% -10.6% -10.6% -29.0% Commodities RICITR usD 1.6% -2.7% 1.6% -3.3%
Global emerging markets MSCI Emerging Markets NR UsbD -46% 70% -4.6% -2.9% Agricultural Commodities RICI Agriculture TR usD 1.5% 11% 1.5% -0.4%
US Treasuries JP Morgan United States Government Bond TR USD  -03%  6.6% -0.3% 1.4% Gold Gold Spot usD -11% 2.8% -11% 5.8%
US Treasuries (inflation protected) BBgBarc US Government Inflation Linked TR usbD 0.2% 5.8% 0.2% 2.0%
US Corporate (investment grade) BBgBarc US Corporate Investment Grade TR Usb -02% 104% -0.2% 4.2% United States 5.50%

US High Yield BBgBarc US High Yield 2% Issuer Cap TR Usb 0.0% 8.4% 0.0% 9.3% United Kingdom 5.25%

UK Gilts JP Morgan UK Government Bond TR GBP -2.3% 6.3% -2.3% -1.3% Eurozone 4.50%

UK Corporate (investment grade)  ICE BofAML Sterling Non-Gilt TR GBP  -1.0% 6.4% -1.0% 3.8% Japan -0.10%

Euro Government Bonds ICE BofAML Euro Government TR EUR -05% 6.2% -0.5% 4.0% Australia 4.35%

Euro Corporate (investment grade) BBgBarc Euro Aggregate Corporate TR EUR 01% 5.2% 0.1% 6.0% South Africa 8.25%

Euro High Yield BBgBarc European HY 3% Constrained TR EUR 0.7% 6.6% 0.7% 9.5%

Japanese Government JP Morgan Japan Government Bond TR JPY  -08% 18%  -08%  -01% Source: Bloomberg Finance L.P., Momentum Global Investment Management. Past performance is not indicative
Australian Government JP Morgan Australia GBI TR AUD 01% 6.2% 0.1% 1.6% of future returns.

Global Government Bonds JP Morgan Global GBI usb  -1.7% 7.4% 1.7% -0.5%

Global Bonds ICE BofAML Global Broad Market Usb  -1.3% 82% -1.3% 11%

Global Convertible Bonds ICE BofAML Global Convertibles UsD  -1.4% 9.0% -1.4% 3.8%

Emerging Market Bonds JP Morgan EMBI+ (Hard currency) Uusb -13% 10.8% -1.3% 51%
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Market performance - Uk (all returns GBP) as at 31 January 2024

Asset Class / Region

Local

Ccy

1

month months

UK - All Cap MSCI UK NR GBP -1.0% 51% -1.0% 2.4%
UK - Large Cap MSCI UK Large Cap NR GBP -11% 3.2% -11% 0.9%
UK - Mid Cap MSCI UK Mid Cap NR GBP -20% 12.8% -2.0% 51%

UK - Small Cap MSCI Small Cap NR GBP -1.9% 14.1% -1.9% 1.3%

United States S&P 500 NR usD 2.0% 10.7% 2.0% 16.5%
Continental Europe MSCI Europe ex UK NR EUR 0.3% 1M.4% 0.3% 8.0%
Japan Topix TR JPY 41% 121% 41% 14.2%
Asia Pacific (ex Japan) MSCI AC Asia Pacific ex Japan NR UsD -44% 23% -44%  -8.8%
Global developed markets MSCI World NR usb 1.6% 10.9% 1.6% 13.4%
Global emerging markets MSCI Emerging Markets NR Usb -43% 2.2% -43%  -59%

Gilts - All ICE BofAML UK Gilt TR GBP  -24% 65% 24%  -1.5%
Gilts - Under 5 years ICE BofAML UK Gilt TR 0-5 years GBP  -03% 2.3% -0.3% 2.8%
Gilts - 5to 15 years ICE BofAML UK Gilt TR 5-15 years GBP -1.8% 6.4% -1.8% 0.8%
Gilts - Over 15 years ICE BofAML UK Gilt TR 15+ years GBP  -49%  10.1% -49% -71%
Index Linked Gilts - All ICE BofAML UK Gilt Inflation-Linked TR GBP  -50% 5.6% -5.0%  -7.2%
Index Linked Gilts - 5 to 15 years ICE BofAML UK Gilt Inflation-Linked TR 5-15years GBP  -2.2%  4.6% -2.2% 2.2%
Index Linked Gilts - Over 15 years  ICE BofAML UK Gilt Inflation-Linked TR 15+ years GBP  -7.8% 7.3% -7.8%  -16.1%
UK Corporate (investment grade)  ICE BofAML Sterling Non-Gilt TR GBP  -1.0% 6.4% -1.0% 3.8%
US Treasuries JP Morgan US Government Bond TR uUsbD -0.2% 1.6% -0.2% -2.0%
US Corporate (investment grade) BBgBarc US Corporate Investment Grade TR uUusb  -01% 5.2% -0.1% 0.7%
US High Yield BBgBarc US High Yield 2% Issuer Cap TR Usb  0.0% 8.4% 0.0% 9.3%
Euro Government Bonds ICE BofAML Euro Government TR EUR  -0.5% 6.2% -0.5% 4.0%
Euro Corporate (investment grade) BBgBarc Euro Aggregate Corporate TR EUR 0.1% 52% 0.1% 6.0%
Euro High Yield BBgBarc European High Yield 3% Constrained TR EUR 0.7% 6.6% 0.7% 9.5%
Global Government Bonds JP Morgan Global GBI GBP -1.3% 2.6% -1.3% -3.5%
Global Bonds ICE BofAML Global Broad Market GBP  -13%  82% -1.3% 11%

Global Convertible Bonds ICE BofAML Global Convertibles GBP  -14% 9.0% -1.4% 3.8%
Emerging Market Bonds JP Morgan EMBI+ (Hard currency) GBP  -09%  58% -0.9% 1.9%
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Local 1 3 12

Index Ccy month months months

Asset Class / Region

Property

Global Property Securities S&P Global Property TR -35% 105% -35% -4.9%

Currencies

Euro 17%  -20%  -1.7% -3.3%
UsS Dollar GBP 03% -42% 03% -2.9%
Japanese Yen -3.7% -1.1% -37%  -14.0%

Commodities & Alternatives

Commodities Rogers International Commodity (RICI) TR 19%  7.0% 19%  -6.3%
Agricultural Commodities Rogers International Commodity (RICI) Agriculture TR GBP 1.8% -34% 18%  -35%
Oil Brent Crude Qil GBP 64% -107% 6.4% -6.3%
Gold Gold Spot -08% -1.8% -0.8% 25%

Interest Rates Current Rate

United Kingdom 5.25%

Source: Bloomberg Finance L.P., Momentum Global Investment Management. Past performance is not indicative
of future returns.
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December 2023

Asset allocation views

Our Overall View

MAIN ASSET CLASSES v/v/— IR

Equities —
Fixed Income —
Alternatives —

The lack of depth in this year's market rally is a cause for concern with
fears of a recession still high and lead indicators suggesting slower growth
ahead. Our fixed income view remains broadly neutral overall, but in

light of the recent sharp moves higher in treasury yields, we upgrade our
government view. Although the threat of a recession requires an element
of caution with certain fixed income assets, good opportunities can be
found in selective rates and credit markets. Alternative assets remain a

Cash — good diversifier of returns, especially favourable should market volatility
increase. Cash is an attractive lure today but won't preserve real wealth
long term.

Score Change 1 2 3 4 5 6 7 We temper our positive view on Japanese equities, taking some profit

EQUITIES v/v/— IR after the strong year to date performance. Last year's aggressive rate hikes

Developed Equities o cogtiﬂue tp shqvxli S|fgns of [ljushlng Sek\{eIoEe;jde.:conim|es|;to€/vaLrJdSs reci§5|on

UK Equities o | and there is a risk of complacency taking hold in risk markets. US equities

European Equities —

in particular have shown a worrying lack of breadth in this year's rally, but
the opportunity set for active managers is appealing. European equities look

:Jaigcrlizlst:aesquities o reasonab[y attractive, bL!t the most compelling markets remain thg QK and
Emerging Market Equities  — Japan which trade at a discount to global peers and offer healthy dividends.
Score Change 1 2 3 4 6 7 After their rapid move higher over the summer months, treasury yields have
FIXED INCOME vv/— IR I B reached levels we think offer value today, and we upgrade our government
Government . view. Despite offering alluring all in yields, we think the spreads offered
Index-Linked o today on invgstment grade and riskier high yield cprporate bonds do ngt .
Investment Grade Corporate ~ — compens.at.e' investors adeguately fqr the underlying fundamental credit risk.
High Yield Corporate - The pO'SSIb.I|Ity of a recession an(?l rising default rates sugges"t that an e!ement
Emerging Market Debt o of caution is necessary. We continue to prefer shorter duration bonds in both

Convertible Bonds —

developed and emerging markets. Improving real yields and weak growth
expectations have recently improved the appeal of inflation linked bonds.

Score Change 1 2 3 4 5
SPECIALIST ASSETS/ALTERNATIVES — a/v/— |

Commodities —
Property —
Infrastructure —
Liquid Alternatives v
Private Equity —
Specialist Financial —

6 7
B

Commodity prices are likely to be challenged against a slowdown in global
growth. With expectations of a more turbulent period ahead in markets,
alternatives continue to offer diversification benefits at attractive valuations
after a period of poor investor sentiment. Discounts in NAVs in private equity
continue to appear overly pessimistic while secular trends in infrastructure
and specialist financials have boosted our outlook for both asset classes.

Score Change 1 2 3 4 5

CURRENCIES vs. USD vv/— R

GBP —
EUR —
JPY —
Gold —

~N

Against long term valuation metrics, Sterling and Yen continue to remain
cheap relative to the Dollar. The Bank of Japan's ongoing policy of yield curve
control policy holds the Yen back, for now. Recession expectations in the US
and inflation in Europe could mean divergent rate expectations in support

of the Euro, but the Fed's higher for longer narrative keeps the common
currency in check for now. Gold's status as a haven asset means it remains a
useful diversifier, although somewhat expensive versus real rates today.

The asset allocation views are updated at the end of each quarter unless otherwise stated.
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“Improving real yields and
weak growth expectations
have recently improved the

appeal of inflation linked
bonds"
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For more information, please contact:
Our Distribution Services team

E: distributionservices@momentum.co.uk
T +44 (0)207 618 1803

Important Notes

Investment Manager - Momentum Global
Investment Management Limited (MGIM).

This document is not intended for use or
distribution by any person in any jurisdiction

in which it is not authorised or permitted, or to
anyone who would be an unlawful recipient. The
original recipient is solely responsible for any
actions in further distributing this document,
and in doing so should be satisfied that there

is no breach of local legislation or regulation.
This document should not be reproduced or
distributed except via original recipients acting
as professional intermediaries. This document
is not for distribution in the United States. Any
opinions expressed herein are those at the date
this document is issued. Data, models and other
statistics are sourced from our own records,
unless otherwise stated. We believe that the
information contained is from reliable sources,
but we do not guarantee the relevance, accuracy
or completeness thereof. Unless otherwise
provided under UK law, MGIM does not accept
liability for irrelevant, inaccurate or incomplete
information contained, or for the correctness of
opinions expressed. The value of investments
may fluctuate, and it is possible that an investor
may incur losses, including a loss of the principal
invested. Past performance is not indicative of
future performance. Investors whose reference
currency differs from that in which the underlying
assets are invested may be subject to exchange
rate movements that alter the value of their
investments.

MGIM (Company Registration No. 3733094)

has its registered office at The Rex Building, 62
Queen Street, London EC4R 1EB. Momentum
Global Investment Management Limited (MGIM)
is authorised and regulated by the Financial
Conduct Authority in the United Kingdom, and is
exempt from the requirements of section 7(1) of
the Financial Advisory and Intermediary Services
Act 37 of 2002 (FAIS) in South Africa, in terms

of the FSCA FAIS Notice 141 of 2021 (published

15 December 2021). For complaints relating

to MGIM's financial services, please contact

distributionservices@momentum.co.uk ©MGIM
2024.
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