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Portfolio asset allocation

Risk Risk Risk Risk Risk
profile3 profile4 profile5 profile6 profile7

Debt and fixed

interest 59.80 46.97 31.94 17.08 -
International 16.10 17.00 12.89 5.00 =
Government 21.58 13.11 8.20 3.81 =
Corporate 22.11 16.86 10.85 8.28 -
Equities

Emerging Markets 1.00 1.99 1.98 2.70 2.93
Far East 1.01 2.98 4.34 5.75 aS
Japan 1.12 1.09 1.92 2.51 3.04
North America 3.72 7.70 11.48 15.98 18.81
Thematic 5.10 7.76 10.73 15.50 18.91
United Kingdom 5.80 12.60 19.86 25.33 29.68
International 2.68 6.71 10.42 12.50 17.05

Alternative

investments

UCITS funds 12.52 7.71 2.89 = =
Commodities 1.98 1.96 1.95 = =
Cash 5.28 2.53 2.49 2.64 2.43

As at 29 February 2024
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Coreinputs to our asset
allocation framework

The economy

The tale of economic divergence continues. The US is growing
healthily, despite various issues in the manufacturing and housing
sectors (both of which are showing signs of improvement),

while the rest of the world languishes in a ‘dull but not disastrous’
growth pattern. There is no real growth in the UK, Europe, Japan or,
despite official statistics saying otherwise, China. Recent economic
indicators have hinted that there should be an improvement in
other parts of the world as 2024 continues, which will be necessary
as we suspect the US will slow later this year. In simple terms,
economic activity ‘isn't great’ but it also 'isn't terrible’ and there

is no obvious sign of an imminent global recession.

Inflation

The move lower in inflation rates from extremely uncomfortable
levels has been quick and predictable. This is undoubtedly good
news. However, it could be that the ‘last mile’ of inflation and the
move back towards central banks’ targets (c.2% per annum) is
much harder. Central banks will have been perturbed by recent data
hinting at the stickiness of certain indicators. While we recognise
this as an obvious risk, we remain of the view that inflation rates will
continue to subside through 2024. There are arange of factors we
need to consider as the year progresses, but nothing has changed
our minds on this base case in the last few weeks.

Interest rates

The big change in 2024 so far has been the pricing out of the

first rate cut in the US from Q1 to at least the end of Q2, and the
reduction in the number of expected cuts in 2024 from six to
three. This makes sense to us, and we were always of the view
that the market was pricing in too aggressive a move from the
Federal Reserve (Fed). Similar activity is expected from the Bank of
England. This repricing of expectations means that the market is
now in line with both our own and the Fed's views. This is likely to
be a continued source of excitement as the year progresses.



Corporate earnings

We are just coming towards the end of another reporting season,
detailing global corporate earnings from the end of 2023. The
results have been mixed, but mildly positive. Similarly to the
economy itself, there is wide dispersion of success and failure.

US corporate earnings have again been the shining star, with

the tech sector dominating, and anything linked to Artificial
Intelligence (Al) creating a great deal of excitement. The rest of
the world has been far less positive, but still perfectly satisfactory,
justifying the solid start to the year from equity markets. A notable
positive dynamic has been in profit margins, which have started
to expand again, encouraging optimism about a positive earnings
backdrop for equity markets this year. Let's hope that is the case.

Valuation and positioning

We are in danger of becoming repetitive as market sentiment
and valuations continue to paint a similar picture to that which
has been in place for some time. In equity markets, anything
linked to the US, the technology sector, Al, and ‘growth’ themes
continue to be well supported by investors, with higher valuations
and excessive (but understandable) optimism. The Japanese
market is also enjoying a moment in the sun, as some of the long
run themes of corporate self-help and change are now being
rewarded by investors. As for equity markets, scepticism exists
towards Europe, the UK, Emerging Markets, China, value sectors,
energy, commodities, and utilities, with levels of disinterest
reaching truly remarkable levels. This could well be an attractive
medium-term contrarian opportunity, even if current investor
biases are easy to explain.

Key observation of the month:
‘Dead calm. Will it continue?’

¢ The bumpy start to the year many commentators were
expecting has not materialised. Aside from some volatility,
the general consensus around the markets has been calm,
but why is this given the complicated political and geopolitical
backdrop, and the uncertainty over economic activity?

« Some of the sectors that have lagged for the last few years
are showing signs of improvement

¢ It would be a stretch to say that the economy is 'really good;,
but it is perfectly capable of generating enough activity to
encourage corporate profits growth and ward off any major
fears of a global recession

« Certainly, the geopolitical and political fabrics of the world might
become increasingly frayed as 2024 develops but concerns over
the first major election of this year in Taiwan were unrealised

« The relationship between the US and China appears a little
steadier, even if the thawing of relations in reality is only tactical
and temporary
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« Markets have broadly stated that if growth is OK, geopolitical
and political noise can be dealt with

« Corporate profits growth has also been sound enough, and
companies’ forecasts about the future have not been worrying,
helping equities to a positive start

« Theinflationary indicators at the start of the year have been a
little concerning, but this is more a case of delayed gratification
rather than a persistently worrying sign so far

« Interest rate expectations have shifted, but investors still expect
rate cuts to take place and the Fed seems committed to the cuts
that investors want

e Theyearis likely to become more complicated and volatility will
return, but the relatively relaxed start to 2024 makes sense to
us and has helped justify our 'neutral’ allocations across major
asset classes. Long may it continue!

Key asset allocation positioning

We are neutral in all asset classes at a ‘headline level,
reflecting our view that most are offering a fair balance
between risk and reward. This is also influenced by our
view that we need to ‘wait and see’ how certain key factors
progress this year.

In equity markets, we are underweight in the US, large cap
tech, and growth themes, although we have moderated
that underweight stance. Our favoured region is Asia

(inc. Japan), and our top sectors include healthcare

and renewables.

We remain underweight in UK gilts and interest rate
duration in fixed interest investments, but have moderated
our ‘extreme’ position, and are expecting to increase
interest rate sensitivity further. We remain comfortable
taking corporate credit risk and believe ‘compensation’
through yields is fair.

Alternatives can add value in volatile markets, as ‘relative
value' trades help, but we can now find better opportunities
elsewhere in fixed interest and equity markets.

As stated repeatedly over the last few years, our key stance
is to remain balanced, diversified and operating with a
‘flexible mindset".

If you require further explanation on any of the terms used
in this document please contact your usual CGWM adviser or
visit canaccordgenuity.com/wealth-management-uk/glossary.



Discover our
can-do approach

To find out more about how we go above and beyond to
understand your investment needs and aspirations —and
empower you to achieve them —get in touch. We'll be delighted
to answer your questions and provide details of our services.

T:+44207523 4500
E: CGWM_UK®@canaccord.com
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canaccordgenuity.com/wealth-management-uk

Important information

Investment involves risk. The value of investments and the
income from them can go down as well as up and you may not
get back the amount originally invested. Past performance is
not a reliable indicator of future performance.

The investments discussed in this document may not be suitable
for all investors. Investors should make their own investment
decisions based upon their own financial objectives and financial
resources and, if in any doubt, should seek advice from an
investment adviser.

This is not arecommendation to invest or disinvest in any of
the companies, themes or sectors mentioned. They are included
for illustrative purposes only.

Where investment is made in currencies other than the investor’s
base currency, the value of those investments, and any income
from them, will be affected by movements in exchange rates.
This effect may be unfavourable as well as favourable.

Charts are for illustrative purposes only and should not be
relied upon for any other reason. Information is correct as at
the date of publication.
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This document is for information only and is not to be construed
as a solicitation or an offer to purchase or sell investments

or related financial instruments. This has no regard for the
specific investment objectives, financial situation or needs.

Canaccord Genuity Wealth Management (CGWM) is the
trading name of Canaccord Genuity Wealth Limited (CGWL)
and CG Wealth Planning Limited (CGWPL). They are both
subsidiaries of Canaccord Genuity Group Inc.

CGWL and CGWPL are authorised and regulated by the Financial
Conduct Authority (registered no. 194927 and 594155). CGWL
and CGWPL and have their registered office at 88 Wood Street,
London, EC2V 7QR. CGWL and CGWPL are registered in England
& Wales no. 03739694 and 08284862.

The products and services offered by CGWM in the UK may differ
from those offered by other Canaccord Genuity Group Inc. offices.
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