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Hopes are multiplying for interest rate cuts

Key takeaways

Financial markets enjoyed another buoyant week, as the
Bank of England hinted at interest rate cuts to come, US
employment markets wavered, and global economic data
delivered some upbeat surprises.

The UK economy has been stronger than expected

There was surprising news for the UK last week, as the latest figures on economic
growth were higher than expected. Analysts had estimated growth in the first quarter
of 2024 (January to March) at 0.3%, but according to figures announced last week,
the UK economy actually grew by 0.6%. However, while the news was better than
expected, it did not provoke a significant reaction from financial markets.

The Bank of England points to multiple interest rate cuts

Investors were more preoccupied by updates from the Bank of England. The UK’s
central bank opted to hold interest steady last week — at 5.25% — for the time
being, but it was Governor Bailiey’s accompanying commentary which caught
investor attention. While the head of the central bank was keen to point out that
more evidence was needed for the Bank to begin cutting rates, he did point to
encouraging news, and hinted that markets could see more rate cuts than currently
expected later in 2024.

Cracks are showing in US employment data

Across the Atlantic Ocean, the US jobs market showed signs of cooling down.
So-called ‘jobless claims’ (registrations for unemployment benefits) were higher
than expected, with ‘initial’ (first-time) jobless claims at their highest levels since
last summer. Continuing the trend of softer-than-expected economic data in the
US, the latest consumer confidence figures were also weaker than anticipated.
Responding to this spate of more unsteady economic news, financial markets
began to predict two interest rate cuts in the US in 2024 (having previously lowered
their expectations to just one rate cut).

Upbeat economic data around the globe

Beyond US shores, last week played host to a number of positive economic
updates. Besides the UK’s economic growth news, data released last week also
included better than expected retail sales figures and softening inflation statistics in
Europe, as well as upbeat private sector survey data in Japan, China and the UK.

Market moves

The optimistic mood continued for
financial markets last week, with
most asset types performing well.

Almost all major regional stock
markets (with the exception of Japan)
performed positively in sterling terms.

UK government bond prices were
boosted by news that the Bank of
England was leaning towards multiple
interest rate cuts later in 2024.

What to look out for
this week

In a quieter week for economic news,
the one to watch is the US inflation
update on Wednesday.

Large US-listed businesses will
continue to release their latest
earnings news, which could attract
increased attention from financial
market analysts.




If you have questions about financial markets, or our investment services,
please contact the Marketing team:

marketing.hwam@handelsbanken.co.uk

Important Information

Handelsbanken Wealth & Asset Management Limited is authorised and regulated by the Financial Conduct Authority (FCA) in the
conduct of investment and protection business, and is a wholly-owned subsidiary of Handelsbanken plc. For further information on
our investment services go to wealthandasset.handelsbanken.co.uk/important-information. Tax advice which does not contain any
investment element is not regulated by the FCA. Professional advice should be taken before any course of action is pursued.

¢ Find out more about our services by contacting us on 01892 701803 or visiting our website: wealthandasset.handelsbanken.co.uk

e Read about how our investment services are regulated, and other important information: wealthandasset.handelsbanken.co.uk/
important-information
e Learn more about wealth and investment concepts in our Learning Zone: wealthandasset.handelsbanken.co.uk/learning-zone/

e Understand more about the language and terminology used in the financial services industry and our own publications through
our Glossary of Terms: wealthandasset.handelsbanken.co.uk/glossary-of-terms/

All commentary and data is valid, to the best of our knowledge, at the time of publication. This document is not intended to be a
definitive analysis of financial or other markets and does not constitute any recommendation to buy, sell or otherwise trade in any
of the investments mentioned. The value of any investment and income from it is not guaranteed and can fall as well as rise, so
your capital is at risk.

We manage our investment strategies in accordance with pre-defined risk and reward targets, which vary from strategy to strategy
to suit a range of customer needs. Portfolios may include individual investments in structured products, foreign currencies and
funds (including funds not regulated by the FCA) which may individually have a relatively high risk profile. The portfolios may
specifically include hedge funds, property funds, private equity funds and other funds which may have limited liquidity. Changes in
exchange rates between currencies can cause investments of income to go down or up.
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