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What this chart shows

This chart supports what we know: that equities like
interest rate cutting cycles. Looking back at the past

50 years of the Fed funds rate and the S&P 500 Index,

we find that calendar years during which interest
rates drifted down by up to 1% were positive for the
market. During these moderate cutting cycles, the
chance of a negative year for the index fell from 1in
4 yearsto 1in7,and the average return of the index
(excluding dividends) increased by roughly 4% to
14.3% per annum. This idea is reinforced by looking
at the alternative scenario: during moderate hiking
cycles, chances of a negative year increaseto 1in 3
and average returns drop by close to 2%.

Why this is important

Inflation, while less talked about of late, remains
critical to the outlook for markets from here. If
inflation remains under control, then there’s every
chance that fairly orthodox monetary policy - i.e.

a moderate cutting cycle - can be used to steer a
smooth path for economies, and in that environment
the majority of investments should do well.

We should remember that the prospect of a
continued moderate cutting cycle provides a
powerful underpin to equities, outside of the most
extended parts of markets today. But we should also
keep in mind that, like any rule, this one is not perfect
-in 1990 for example, the Fed fund rate was cut by
apercent and yet the S&P still fell -7%. One should
therefore continue to look at a range of inputs when
deciding how to position portfolios today.
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The rest of the world is feeling the ripple effects of developed-market policy and geopolitical shifts;

in effect, markets are beginning to price in structural rather than purely cyclical risks, making broad
diversification and macro-hedges more relevant.
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The continued US federal government shutdown
continues to delay and disrupt key economic data
releases (inflation, retail sales, producer prices), adding
uncertainty to economic-policy signals.

The dollar extended four straight sessions of decline
amid credit concerns, Fed policy uncertainty and
political risk, the EUR/USD rose about 1 % this week.

The recently announced threat of 100 % tariffs by Donald
Trump on Chinese goods, alongside Chinese rare-earth
export curbs, rattled markets and raised fears of a
renewed US-China trade escalation, though Trump said
the US will “be fine” with China, as the two sides prepare
to resume talks this week before a trade truce expires on
Nov. 10.

Despite the data uncertainties, the US economy
continues to show resilience, with insights into
manufacturing, housing and regional surveys gaining
deeper attention given the data gaps.

Europe

European shares (e.g., the STOXX 600) recovered
modestly on 13 October after earlier tariff fears (US-
China) triggered sharp falls; technology stocks led the
rebound.

The political crisis in France continued to deepen, with
the newly assembled cabinet collapsing within hours
and no-confidence motions piling up, raising questions
about France’s ability to deliver on EU defence/security
and fiscal goals. The S&P downgraded the nation’s credit
rating in an unscheduled move.

A senior German central banker (Joachim Nagel) urged
Europe to adopt a tougher stance in trade with China,
warning that Europe risks being undercut in critical
supply-chains.

Market commentary by private capital heads (e.g.,

from Apollo Global Management) suggested Europe

is “at war with itself” over financial regulation and that
regulatory fragmentation is inhibiting investment flows.
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UK

The government announced tweaks to its planning-
system overhaul to boost growth and accelerate house-
building, signalling a pro-growth agenda amid fiscal
pressures.

The International Monetary Fund (IMF) warned that UK
inflation risks becoming entrenched, projecting the
highest inflation among G7 countries in 2025-26 and
suggesting that rate cuts may be some way off.

Borrowing costs for UK government debt fell to their
lowest in three months (10-year yields below ~4.5%) as
global risk-off flows favoured safer assets and the UK
signalled fiscal discipline ahead of its November budget.

The labour market showed signs of softness:
employment estimates fell slightly, unemployment rose
to ~4.8% and vacancies continued to decline, raising
questions about the resilience of household incomes.

China’s September export growth surprised to the
upside (+8.3% y/y), driven by non-US markets, but the
data was overshadowed by renewed US threats of
extreme tariffs and China’s own rare-earth export curbs.

A Reuters survey indicated Chinaiis likely to keep
benchmark lending rates (1-year & 5-year LPR)
unchanged this month, implying policymakers are
holding fire despite weak domestic demand and global
headwinds.

Shares in Japan fell sharply (e.g., the Nikkei 225 down
~2.6 % on 14 October) amid heightened political
uncertainty after the ruling coalition’s junior partner
exited and the next prime minister’s path became
unclear.

Financial contagion fears emanated from the US
regional banking sector (e.g., Zions Bank, Western
Alliance), prompting global bank-sector risk repricing
and a safe-asset bid.
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Asset Class / Region Currency 17 October Month to date YTD 2025 12 months Asset Class / Region Currency 17 October Month to date YTD 2025 12 months
Developed Markets Equities Property
United States usD 17% -0.3% 14.1% 15.1% US Property Securities usD 3.8% 0.2% 4.0% -2.4%
United Kingdom GBP -0.7% 0.3% 17.8% 15.3% Australian Property Securities AUD 17% 2.4% 11.0% 17%
Continental Europe EUR 0.8% 2.0% 14.9% 10.9% Asia Property Securities usD 0.0% 0.0% 18.4% 77%
Japan JPY -0.8% 1.0% 16.5% 209% Global Property Securities UsD 2.4% -0.1% 11.6% 3.8%
Australia AUD 0.4% 1.7% 13.3% 11.2% Euro USD 0.6% -0.7% 12.8% 78%
Global USD 1.4% -0.2% 17.2% 16.5% UK Pound Sterling usD 0.5% -0.3% 7.2% 3.1%
T L ST | X s Japanese Yen USsD 1.0% -1.8% 4.6% -0.1%
Emerging Europe usD -2.2% -1.4% 41.3% 39.2% .

Australian Dollar usb 0.0% -2.0% 49% -3.2%
Emerging Asia uUsD -0.6% 1.6% 28.4% 22.0%

South African Rand uUsD 0.5% -0.7% 87% 1.8%
Emerging Latin America usD 2.5% -2.8% 39.1% 20.4%

Swiss Franc usD 1.2% 0.3% 14.6% 9.3%
BRICs usD -1.5% -2.6% 21.6% 15.7%

Chinese Yuan uUsD 0.1% -0.1% 2.4% 0.0%
China usD -3.9% -6.1% 33.0% 31.7%

Commodities & Alternatives
MENA countries usD 0.7% 1.2% 6.5% 9.4%

Commodities UsD 0.1% -1.6% 2.5% 4.1%
South Africa usD 0.8% 2.4% 59.4% 42.2%

Agricultural Commodities usD 0.7% -0.6% -56% -5.2%
India uUsD 2.6% 5.5% 70% 0.5%

Qil usD -2.3% -8.5% -179% -177%
Global emerging markets usD -0.3% 1.2% 29.1% 22.4%

Gold usb 5.8% 10.5% 62.0% 579%

* Data to 30.09.2025. Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.

US Treasuries usD 0.4% 1.0% 6.5% 4.7%
US Treasuries (inflation protected) usD 0.1% 0.6% 7.5% 5.4%
US Corporate (investment grade) usD 0.5% 0.9% 79% 6.0%
US High Yield usD 0.5% -0.1% 6.9% 73%
UK Gilts GBP 1.1% 1.5% 3.4% 0.4%
UK Corporate (investment grade) GBP 0.7% 1.0% 5.2% 4.2%
Euro Government Bonds EUR 0.6% 1.1% 1.4% 1.3%
Euro Corporate (investment grade) EUR 0.3% 0.6% 3.4% 3.9%
Euro High Yield EUR 0.2% -0.4% 4.1% 5.5%
Global Government Bonds usD 0.8% 0.4% 76% 4.2%
Global Bonds usbD 0.8% 0.5% 89% 59%
Global Convertible Bonds usb 1.1% 1.2% 22.6% 23.3%

Emerging Market Bonds usD 0.5% 0.9% 10.5% 89%
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Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment
Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer or
solicitation to buy or sell. 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.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control
regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding,
transfer, redemption or disposal of any investments herein solicited.

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 in discretionary accounts, and the income derived, may fluctuate and it is possible that an
investor may incur losses, including a loss of the principal invested. Past performance is not generally 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.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds
to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual
investment management fees are payable both to the multi-manager and the manager of the underlying assets at
rates contained in the offering documents of the relevant portfolios (and may involve performance fees where expressly
indicated therein).

MGIM (Company Registration No. 3733094) has its registered office at 3 More London Riverside, London SE1 2AQ. MGIM is
authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration no.232357), 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 9 of 2025 (published 9 January 2025). For complaints relating to MGIM’s financial
services, please contact distributionservices@momentum.co.uk. ©MGIM 2025.
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