Wealth MFS
Management




In October, we saw the Federal Reserve (Fed), Bank of England (BoE) and European
Central Bank (ECB) pause their rate hikes once again; this is two successive meetings
where central banks have chosen to maintain interest rate levels.

Later in the quarter, we also saw the Fed Chair, Jerome Powell, surprise
markets with “ " comments on the outlook for interest rates
indicating that we are not only nearing the end of the rate hiking cycle, but
cuts may be on the horizon for 2024. Inflation data in both the US and UK
came in lower-than-expected, adding to the prospect of any change to
interest rate levels being a cut, rather than a hike.

Markets on their renewed confidence in the ability of central
banks to control inflation, which sent bond lower. This was
beneficial for not only and long assets, but
equities too.

kicked off in October with the
reporting mixed results. Microsoft experienced strong earnings driven
from cloud subscriptions, whilst Alphabet disappointed as its cloud
computing fell below revenue expectations. Meta reported strong
revenues but shares later declined as the CEO warned of softer future
advertising revenue. Finally, Amazon had strong results beating
revenue and earnings estimates.

There is increasing optimism that central banks can achieve the

markets have been contesting all year: bringing inflation down
whilst maintaining growth. We believe the balancing act between growth
and inflation will be more prevalent in 2024, highlighting our preference
for companies who can compound earnings over the cycle and
withstand economic shocks.

Turning to China, additional fiscal support was announced over the quarter. President
Xi issued billions in sovereign debt raising the region’s fiscal deficit to 3.8%, well above
the 3% target. Encouraging data also emerged; industrial output grew, and retail sales
accelerated. President Xi also met with US President, Joe Biden, in December ahead of
the Asia-Pacific Economic Cooperation where “constructive and productive discussions”
were had. Lingering tension remains but there is cautious optimism among market
participants.



Q4 2023 performance
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Vanguard Long Duration Gilt:

In Q4 2023, the fund returned 14.28% marking a
spectacular recovery of steady losses throughout
2023 and culminating in a +1.50% gain for the
calendar year. This was largely driven by the
significant downwards pressure on longer

government yields in December,
amidst growing expectations that central banks
will start cutting rates in early 2024.

Morgan Stanley Asia Opportunities:

The MS Asia fund fell 4.49% over the quarter,
largely driven by a nearly 50% allocation to China.
Large holdings such as Tencent, Meituan and
Haidilao were hit by the stricter regulations
proposed by Chinese authorities on the online
gaming industry which signalled that Xi Jinping
may prioritise ideological politics over economic
growth. This hit investors' already fragile
confidence in the region.

T. Rowe US Smaller Companies:

The T. Rowe fund gained 13.35% over the quarter.
The fund has a notable allocation to smaller
companies which struggled through 2023 but rallied
in the final quarter as markets began to respond to
the notion that inflation may be under control in the
US and that we may see reductions in interest rates
as soon as Q1 2024. This particularly benefits smaller
companies who are more cash constrained and
reliant on cheaper borrowing costs.

BlackRock Liquidity Cash:

Though still in positive territory, the BlackRock
Liquidity Cash Fund rose by only 1.35% over the
quarter and proved to be one of the weakest
performers in the portfolio. Though cash funds saw
a strong year overall, in a quarter where broadly all
asset classes saw strong returns, investors prioritised
allocating to equity and bond markets instead to
achieve higher returns.

Model portfolio performance as at 31 December 2023

. Since

Portfolio 3 months 6 months 1 year 3 years . .
inception

MFS Disc Cautious 4.56 4.35 5.98 5.60 20.92
MFS Disc Balanced 5.03 4.45 6.21 5.24 24.03
MFS Disc Adventurous 4.95 4.05 7.40 5.12 29.92
MFS Disc Speculative 4.87 3.32 7.02 0.66 27.32
MFS Disc Cautious Income 4.45 4.75 6.89 11.01 27.12
MFS Disc Balanced Income 4.62 5.02 7.08 12.82 28.63

MFS Disc Adventurous Income 492 5.23 8.92 16.52 31.69



Portfolio changes and rationale

The UK will likely need to keep interest rates higher for longer in order to bring down inflation in
comparison to other developed economies such as the US. Higher rates affect both aggregate
demand, as consumers face squeezes in disposable incomes, and also companies, who face an
increased cost of capital. This disproportionately affects smaller firms over larger corporations, who
are better able to pass on or tolerate higher costs. As a result, we have reduced exposure to smaller
companies in the UK and instead added further to global quality equities.

Elsewhere, we have redistributed profits and added further to funds that focus on purchasing
quality companies at reasonable valuations. This provides a cushion to investments should
economic conditions deteriorate, and stocks fall and also seeks to avoid unreasonably expensive
stocks.

Within bonds, we have simplified your exposures held, moving from more expensive active and
strategic bond funds to more passive, cheaper alternatives. Active bond managers were included
to provide excess returns in a low interest rate environment, however, in a new era of higher interest
rates, the necessity for highly active management diminishes somewhat, as attractive yields become
more readily available through index exposures.

Overall equity exposure has been broadly maintained this quarter, however, we have removed
hedged equity exposure. Currency movements between sterling and the US dollar have made this
a very profitable trade, hence our decision to move into an unhedged share class at this time.

Further reading material

Take a deeper dive into LGT’s outlook for Q1 2024 with Phoebe
Stone, Head of Intermediary Investment Services and Sustainable

Investing.

Click here



https://www.lgtwm.com/resource/blob/176874/6303ef360421d7c31552aa04645d6249/quarterly-themes-q1-2024-data.pdf
https://www.lgtwm.com/resource/blob/196400/e18b7f0fc523d59506120f2ac8915f34/2024-outlook-key-themes-data.pdf
https://www.lgtwm.com/uk-en/insights/market-views/reflecting-on-q3-cio-summary-174868

Glossary of terms
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Active fund

Diversification

Dovish

Duration

Earnings season

Global index fund

Growth

Index

Magnificent Seven

Maturity

Passive fund

Quality

Rally

A portfolio of investments that is selected by a professional investment manager
and managed on an ongoing basis with the aim of achieving an outperformance
objective.

Bonds are debt securities issued by governments and corporations to raise money.
Similar to an IOU, the investor lends money with the agreement that it will be paid
back by a specific date, and they will receive periodic interest payments along the

way. Bonds come under the umbrella of ‘fixed income’ investments.

Spreading your money across different types of investments, such as equities,
bonds, and property, instead of putting all your money in just one type of
investment. By doing this, you can reduce the overall risk of your investment
portfolio.

A supportive and accommodative approach to monetary policy, favoring measures
like lower interest rates and stimulus to encourage economic growth.

The sensitivity of the price of a bond to changes in interest rates. A bond with a
longer duration will typically be more sensitive to changes in interest rates than a
bond with a shorter duration.

The timeframe when publicly traded companies announce their financial
performance, usually on a quarterly basis, influencing market activity and stock
prices.

A type of fixed income investment issued by the UK government. They are
considered to be among the safest investments available. They have a fixed interest
rate and a specific maturity date, which can range from a few months to several
decades.

Investment fund that aims to replicate the performance of a broad international
market index. This fund typically invests in a diversified portfolio of securities from
various countries.

Investing in companies that are expected to offer future growth prospects that are
above the average in their industry or sector

A fund that aims to track the performance of a market index.

A group of high-performing and influential companies in the U.S. stock market:
Alphabet, Amazon, Apple, Meta, Microsoft, NVIDIA, and Tesla.

The length of time until the bond issuer must repay the original bond value to the
investor.

A fund that aims to track the performance of a market index.

Considered to be financially stable, profitable, and well-managed.

A sustained and widespread increase in the prices of financial assets, driven by
optimistic investor sentiment, positive economic indicators, or favorable corporate
earnings.
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Important information
LGT Wealth Management UK LLP is authorised and regulated by the Financial Conduct Authority Registered in England and Wales:
0C329392. Registered office: 14 Cornhill, London, EC3V 3NR.

LGT Wealth Management Limited is authorised and regulated by the Financial Conduct Authority. Registered in Scotland number
SC317950 at One Lochrin Square, 92 Fountainbridge, Edinburgh, EH3 9QA.

LGT Wealth Management Jersey Limited is incorporated in Jersey and is regulated by the Jersey Financial Services Commission in the conduct
of Investment Business and Funds Service Business. Registered office: 30-32 New Street, St Helier, Jersey, JE2 3TE.

LGT Wealth Management International Limited is registered in Jersey (38918) at 1st Floor, Sir Walter Raleigh House, 48-50 Esplanade, St
Helier, Jersey JE2 3QB, and is regulated by the Jersey Financial Services Commission under the Financial Services (Jersey) Law 1998 (as
amended) for the conduct of investment business and fund services business.

LGT Wealth Management (Cl) Limited is registered in Jersey (hnumber 5769) at 1st Floor, Sir Walter Raleigh House, 48 — 50 Esplanade, St
Helier, Jersey JE2 3QB. LGT Wealth Management (Cl) Limited is regulated by the Jersey Financial Services Commission.

LGT Wealth Management US Limited is authorised and regulated by the Financial Conduct Authority and is a Registered Investment Adviser
with the US Securities & Exchange Commission (“SEC”). Registered in England and Wales: 06455240. Registered Office: 14 Cornhill,
London, EC3V 3NR.

This publication is marketing material. It is for information purposes only. Certain services described herein are not available to retail
clients as defined by the FCA or the JFSC, as applicable; please speak to your investment adviser for further clarification in this regard. All
services are subject to status and where local regulations permit. The wording contained in this document is not to be construed as an
offer, advice, invitation or solicitation to enter into any financial obligation, activity or promotion of any kind. You are recommended to
seek advice concerning suitability from your investment adviser. Any information herein is given in good faith, but is subject to change
without notice and may not be accurate and complete for your purposes. This document is not intended for distribution to, or use by, any
individual or entities in any jurisdiction where such distribution would be contrary to the laws of that jurisdiction or subject any LGT
Wealth Management entity to any registration requirements. When we provide investment advice it is on the basis of a restricted
approach that is to say, whilst we review and advise on retail investment products from the whole of the investment market. Investors
should be aware that past performance is not an indication of future performance, the value of investments and the income derived from
them may fluctuate and you may not receive back the amount you originally invested.



