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Merry Christmas, Chancellor!

Key takeaways

Falling UK inflation delivered an early Christmas present
for the Chancellor last week, as well as boosting the odds
of one more UK interest rate cut this year. Across the
Atlantic, hopes for another rate cut were also rising...

UK inflation softened in October

The latest UK inflation reading showed that pricing pressures had eased
off in October, measured by consumer price inflation (CPI). The reading

fell from 3.8% in September to 3.6% in October — as a reminder, this
highlights that prices for goods and services are still rising, but the pace of
those increases has slowed a little. This slowdown in overall inflation was
influenced by lower energy prices and lower than expected inflation in the
services sector.

Welcome news for the Chancellor and for UK interest rates

This lower inflation reading was welcome news for UK Chancellor Reeves,
just days ahead of her Budget announcement later this week. As well

as delivering a politically helpful message (falling inflation), it also lowers
the cost of servicing government debt. The interest payments on around
25% of UK government debt are linked to inflation (via inflation-linked
government bonds), and lower inflation therefore lowers the cost of these
payments for the government. The lower inflation reading also boosts the
case for a Christmas rate cut from the Bank of England, whose governor
has repeatedly flagged the need for sustained lower inflation in order for
rate cuts to continue.

Could the US enjoy a festive rate cut too?

US economists are still grappling with patchy data following the recent,
lengthy US government shutdown. However, despite mixed messages
from available information sources, last week financial markets chose to
focus on the higher US unemployment rate, which remains well below its
historic average. Coupled with a conciliatory tone from some recent US
central bank speakers, investors now think there is about a 60% chance
that interest rates will be cut again in December.
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Market moves

Stock markets had a less confident
week, despite strong profit news
from tech giant Nvidia. While this
would ordinarily have calmed investor
nerves, market sentiment appeared
slightly fragile.

In keeping with this low-risk market
mood, the dominant cryptocurrency,
Bitcoin, fell further last week.
Ironically, prices peaked the day after
the UK financial services regulator
finally loosened regulations around
cryptocurrency investments.

What to look out for
this week

Economic data due for release this
week includes US retail sales for
September and an update on the
German business climate.

But for the UK, there’s only one

big event on the calendar: the

latest Budget announcement from
No.11 Downing Street. We will be
watching closely on Wednesday, and
considering the implications of any
announced changes.




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 |earn 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 objectives, which vary depending on the strategy’s
risk profile.

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.

This document has been issued by Handelsbanken Wealth & Asset Management Limited. For Handelsbanken Multi Asset Funds,
the Authorised Corporate Director is Handelsbanken ACD Limited, which is a wholly-owned subsidiary of Handelsbanken Wealth
& Asset Management, and is authorised and regulated by the Financial Conduct Authority (FCA). The Registrar and Depositary is
The Bank of New York Mellon (International) Limited, which is authorised by the Prudential Regulation Authority and regulated by
the FCA. The Investment Manager is Handelsbanken Wealth & Asset Management Limited, which is authorised and regulated by
the FCA.

Before investing in a Handelsbanken Multi Asset Fund you should read the Key Investor Information Document (KIID) as it contains
important information regarding the fund including charges and specific risk warnings. The Prospectus, Key Investor Information
Document, current prices and latest report and accounts are available from the following website: wealthandasset.handelsbanken.
co.uk/fund-information/fund-information/, or you can request these from Handelsbanken Wealth & Asset Management Limited or
Handelsbanken ACD Limited: 25 Basinghall Street, London EC2V 5HA or by telephone on +44 01892 7018083.
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