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THE FITS AND STARTS MAY NOT BE OVER, BUT WE’RE LOOKING FORWARD TO A MORE

SUSTAINABLE RECOVERY BEGINNING IN 2024.

Investors have much to cheer as we near the year’s

end. Following a terrible October, in which most of

the year’s gains were eradicated, global equities have
rallied strongly. Returns through the year have been
unusually concentrated, with the majority of companies
underperforming the key benchmark indices, but large
technology leaders doing well.

We've been cautious through 2023, and remain so, but
can look ahead to 2024 with more confidence. Given a
fundamentally weak profit environment, another one or
two large dips wouldn’t be surprising, but inflation, that
huge source of uncertainty for investors last year, is much
improved. With many attractively priced opportunities
out there, there’s much to look forward to.

Where have we come from?

This time last year we said that what happens in 2023
would be determined by the answer to two questions:

will the world’s major economies fall into recession? And
how far will central banks continue to tighten policy? That
second question was, of course, conditional on a third,
how quickly will inflation recede?

At the start of the year markets were expecting
substantial rate cuts, but our research suggested that
they were unlikely to come that soon and that kept us
cautious on bonds. As the year went on, the market came
around to our way of thinking, and by September longer-
dated (more rate sensitive) bonds were looking attractive,
particularly east of the Atlantic. Indeed, bond markets
have rallied strongly as they look ahead to rate cuts in
2024 following a plunge in key measures of inflation, most
dramatically in the UK and Eurozone.

Resilience underestimated

While we got those second and third deterministic
questions correct, we underestimated the potential for
economic resilience in 2023. In hindsight, we could have

advocated taking more risk. But recessions really matter
because they are invariably accompanied by sizeable
equity market falls. There is a very strong correlation
between global GDP and global profits and in 2023 global
profits stagnated. The US was an outlier, but even there
profits weakened.

Where are we going from here?

The various ‘goldilocks’ scenarios, to which many
investors subscribe, could be summed up as “it’s different
this time.” Statistically, it's important to acknowledge that
it could be different this time. But tying it all together, the
long leading indicators from bond yields, changes in rates
and bank lending conditions have continued to

signal recession.

Investingin 2024

Valuations in many areas of the market are looking
attractive, particularly among smaller and mid-market
companies. We're taking a close look at investments that
would tend to do well when the economic environment
becomes a little more certain. Inflation uncertainty is
much reduced compared to last year. We just need a surer
outlook for corporate profits.

One risk that we that expect will get over exaggerated
next year is the general election. Our analysis suggests
that elections rarely change pre-existing market trends,
which are typically determined by factors outside

a government’s direct control, unless they bring in

a radically different economic model, which is not
something we see happening in major economies

next year.

To sum up, after taking a sober look at the challenges that
still lie ahead, we believe investors do have good reasons
toring in the New Year with a toast to the opportunities
it will bring.
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Important information. This document is published by Rathbones Investment Management Limited and does not constitute a solicitation, nor a personal
recommendation for the purchase or sale of any investment; investments or investment services referred to may not be suitable for all investors. No
consideration has been given to the particular investment objectives, financial situations or particular needs of any recipient and you should take appropriate
professional advice before acting. The price or value of investments, and the income derived from them, can go down as well as up and an investor may get
back less than the amount invested. Rathbones Investment Management Limited will not, by virtue of distribution of this document, be responsible to any
other person for providing the protections afforded to customers or for advising on any investment. Rathbones Investment Management International is

the registered business name of Rathbones Investment Management International Limited which is regulated by the Jersey Financial Services Commission.
Registered office: 26 Esplanade, St Helier, Jersey JE1 2RB. Company Registration No. 50503.

Rathbones Group Plc is independently owned, is the sole shareholder in each of its subsidiary businesses and is listed on the London Stock Exchange.
Rathbones is the trading name of Rathbones Investment Management Limited, which is authorised by the Prudential Regulation Authority and regulated by
the Financial Regulation Authority and the Prudential Regulation Authority. Registered office: Port of Liverpool Building, Pier Head, Liverpool L3 INW. The
information and opinions expressed herein are considered valid at publication, but are subject to change without notice and their accuracy and completeness
cannot be guaranteed. No part of this document may be reproduced in any manner without prior permission.

Any views and opinions are those of the author, and coverage of any assets in no way reflects an investment recommendation. Past performance
should not be seen as an indication of future performance. The value of investments and the income from them may go down as well as up and you
may not get back your original investment. Fluctuations in exchange rates may increase or decrease the return on investments denominated in a
foreign currency.




