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A Quick Look Back

All’s Well That Ends Well
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The Post-Covid Equity Market
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MSCI ACWI (GBP) 2021 to Present

Source – Bloomberg – 14/06/2024

Still Waiting…

Underweight Equities

Less Underweight Equities

More Underweight Equities



The Post-Covid Bond Market – The Worst Is Over
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Bloomberg Global Aggregate Bond Index (Hedged GBP) 2021 to Present

Source – Bloomberg – 14/06/2024



The Post-Covid Balanced Portfolio
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FTSE Private Investor Balanced Index 2020 to Present
2022-2023 – Two Years Of Going Nowhere 
Since December 2021

Source – Bloomberg – 14/06/2024



Narrow Market Leadership
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Selected Global Indices Year-to-Date

Source – Bloomberg – 14/06/2024



Although Dispersion Has Increased…
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The Magnificent 7 6…? Performance YTD

Source – Bloomberg – 14/06/2024



Theme 1: Inflation
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The Difficult “Last Mile”
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Headline Inflation % Change Year-on-Year

Source – JP Morgan Asset Management – 26/06/2024



What Central Bankers Fear Most
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A Second Wave – US CPI 1966-1982 vs the Present Cycle

Source – Apollo / Game of Trades



But Central Bank Inflation Credibility Remains Intact
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Breakeven Inflation Rates Are Still Well Anchored (US 2-Year Breakeven)

Source – Bloomberg – 14/06/2024



Joe Biden’s Inflation Problem
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Inflation Since Joe Biden Taking Office Is The Worst Since Jimmy Carter

Source – Heather Long / X.com



Joe Biden’s Inflation Problem
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Food Price Inflation Since Joe Biden Taking Office Is The Worst Since Richard Nixon

Source – Bloomberg Opinion



Joe Biden’s 
Inflation Problem

Confidential  |  Investec Wealth & Investment (UK)15

Source – Citigroup

It’s The Compounding of Inflation That Hurts



The Composition of 
US Inflation Has 
Changed
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Source – Sonus Varghese / Carson Investment Research – June 2024

Contributions to CPI inflation (Year-over-year)



Growth Outlook Looks OK
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Purchasing Managers Are Upbeat

Source – Bloomberg / IW&I – 7/6/2024



“No Landing”
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GDP Growth By Country 2022 – 2025 (Bloomberg Consensus)

Source – Bloomberg / IW&I – 6/6/2024



Did Companies Pre-Empt A Recession That Never Came? 
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Recession Talk Recedes in Latest Results Season

Source – FactSet



Did Companies Pre-Empt A Recession That Never Came? 
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Fewer Job Cut Mentions in Latest Results Season

Source – Bloomberg



Theme 2: Interest Rates

21 Confidential  |  Investec Wealth & Investment (UK)



Interest Rate Expectations
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Market Implied Interest Rates December 2024

Source – Bloomberg – 14/06/2024

Expected Base 
Rate 1/1/24

Expected Base 
Rate

Current Base 
Rate

4.0%     (-1.5%)4.9%     (-0.6%)5.5%US

4.15%   (-1.1%)4.75%   (-0.5%)5.25%UK

2.6%    (-1.4%)3.2%    (-0.55%)3.75%Europe



Theme 3: Insurrection

UK General Election
France Lower House Election
US Presidential Election
All Matters Geopolitical
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Spot The Difference

Major UK Parties 
Remain Hard To Tell 
Apart
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Source – Universal Pictures / Sky News



Both Sides Constrained By 
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Headline Manifesto Spending and Saving Plans

Source – Party Manifestos as of 13/6/24

Conservatives

Cut Taxes (£11.2bn p.a. by 2029)

Decrease Spending (£11.5bn p.a. by 2029)

-2p NICs (-£10.3bn)

No Self-Employed NICs (-£2.6bn)

3 x Pension Lock (-£2.4bn)

Defence to 2.5% GDP (-£5.7bn)

Welfare Spending Cuts (+£12bn)

Lower Civil Service Headcount (+3.9bn)

Conservatives

Cut Taxes (£11.2bn p.a. by 2029)

Decrease Spending (£11.5bn p.a. by 2029)

-2p NICs (-£10.3bn)

No Self-Employed NICs (-£2.6bn)

3 x Pension Lock (-£2.4bn)

Defence to 2.5% GDP (-£5.7bn)

Welfare Spending Cuts (+£12bn)

Lower Civil Service Headcount (+3.9bn)

Labour

Increase Spending (£9.5bn p.a. by 2029)

Raise Taxes (by £8.6bn p.a. by 2029)

Tax Avoidance / Non-Doms (+£5.2bn)

Private Schools (+£1.5bn)

Private Equity (+£0.6bn)

Windfall Taxes (+£1.2bn)

Great British Energy (-£1.7bn)

National Wealth Fund (-£1.5bn)

Labour

Increase Spending (£9.5bn p.a. by 2029)

Raise Taxes (by £8.6bn p.a. by 2029)

Tax Avoidance / Non-Doms (+£5.2bn)

Private Schools (+£1.5bn)

Private Equity (+£0.6bn)

Windfall Taxes (+£1.2bn)

Great British Energy (-£1.7bn)

National Wealth Fund (-£1.5bn)
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Source – Party Manifestos / Goldman Sachs

Conservative 
Plan



Labour 
Plan
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Source – Party Manifestos / Goldman Sachs



Net Effect On 
Demand Growth is 
Minimal 
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Source – Goldman Sachs

As Is The Difference Between 
The Parties



Except In The Opinion Polls
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Latest Opinion Polls

Source – YouGov (12-13 June 2024)

Worrying For 
Conservatives

…

And Labour?



Tories Losing The “Grey” Vote
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Latest Opinion Polls

Source – Redfield & Wilton



This Takes The 
Biscuit
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Source – More In Common

Conservatives Have A Preference 
For Chocolate Digestives – Oreos 
for Labour! 



Assuming a 
Labour Victory
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Source – Party Manifestos as of 13/6/24

Political Stability

“Centrist” Policies

Fiscal Conservatism

Supply Side Reforms

Attract Inward Investment

Favours More Domestic FTSE Mid-250 
and Small Caps – M&A Already Increasing



Investors Appear To Be Relaxed
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Sterling Trade-Weighted Index

Source – Bloomberg – 14/6/24



2024 French Lower House Election
Le Pen vs Macron
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Source - Bloomberg



Why The Snap Election?

Confidential  |  Investec Wealth & Investment (UK)35

European Elections – A Big Win for Le Pen

Source – Goldman Sachs



Potential Outcomes
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Source – IW&I

Status Quo –
Minority 

Leadership for 
Macron Allies + 
Support from 
Centre Right

National Rally 
Minority 

Leadership –
“Cohabitation” –
Difficult to Pass 

Legislation

National Rally 
Majority –
Unfunded 
Spending 

Increases –
France’s “Liz 

Truss” Moment?

Left Wing Alliance 
– The Spanner In 

The Works 



Can Le Pen Afford 
To Keep Her 
Promises?
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Source – Financial Times



Investors Are Concerned
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French 10-Year OAT Yield vs German 10-Year Bund Yield

Source – Bloomberg - 27/6/24



2024 Presidential Election
Biden vs Trump – Round 2
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Source - Bloomberg



A Polarised Country

Confidential  |  Investec Wealth & Investment (UK)40

Difference in Presidential Approval Rating By Party 

Source – Deutsche Bank/Gallup October 2023



Latest Betting

Confidential  |  Investec Wealth & Investment (UK)41

Source – PredictIt – 14/6/2024

What happened here??



It’s Not Just About The White House
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Odds on Senate and House Races

Source – Polymarket, PredictIt, Goldman Sachs – 12/6/2024



Expect Increasing 
(and Persistent) 

Volatility
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Source – Goldman Sachs (11/6/24)



Fiscal Deficit Be Damned! 
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Neither Party Is Interested In Fiscal Restraint

Source – General Public Sources

Democrats

More Spending and Higher Taxes

Allow 2017 Tax Cuts & Jobs Act to Expire

Corporation Tax Rises to 28%

Buyback Taxes 1% up to 4%

Increase CGT Rate?

Softer on Immigration

Tough on China but Mending Fences

Democrats

More Spending and Higher Taxes

Allow 2017 Tax Cuts & Jobs Act to Expire

Corporation Tax Rises to 28%

Buyback Taxes 1% up to 4%

Increase CGT Rate?

Softer on Immigration

Tough on China but Mending Fences

Republicans

Carry On Spending and Lower Taxes (!)

Extend 2017 Tax Cuts & Jobs Act (21% 
Corporation Tax)

Plus more tax cuts?

Rein in the Federal Reserve?

Tough on Immigration - Deportation

60% Tariffs on China

10% Tariffs on Rest of World

Republicans

Carry On Spending and Lower Taxes (!)

Extend 2017 Tax Cuts & Jobs Act (21% 
Corporation Tax)

Plus more tax cuts?

Rein in the Federal Reserve?

Tough on Immigration - Deportation

60% Tariffs on China

10% Tariffs on Rest of World



Stock Market 
Returns
by Party
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Source – Liberum (March 2024)



But Why Bet Against The US? 
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Long-Term Productivity Growth Projections by Capital Economics

Source – Capital Economics – February 2024 CMA Document
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Source – Investec Wealth & Investment (UK)

Geopolitics & 
Macro – Key 
Events/Concerns

Elections1

China / Taiwan2

Middle East / Red Sea3

Russia / Ukraine4



Geopolitics – Do Markets Worry Too Much? 
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Source – Financial Times



Applying The Themes in Portfolios

Please note that these are recommendations and will not 
necessarily have been implemented in all portfolios owing 
to various constraining factors and individual preferences
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Tactical Asset Allocation Recommendations



Potential
Outcomes Matrix
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Resilient Growth Immaculate Disinflation

Tightening 2.0/
“Higher For Longer”

Mild
Recession

Equities

Bonds

Equities

Bonds

Equities

Bonds

Alternatives

Cash

Equities

Bonds

Equity Bull Market

Equity Bear Market

Bond
Bear 

Market

Bond
Bull 
Market

Source – IW&I UK Asset Allocation Committee

29%

25%

21%

25%



Tactical Asset 
Allocation 
Votes
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Source – IW&I UK Asset Allocation Committee



What’s The Right Yield For A 10-Year Sovereign Bond? 
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Real GDP + Inflation = Nominal GDP = 10-Year Yield

Source – IW&I – 14/06/24

UK
0.5% - 1.5%

2% - 4%
2.5% - 5.5%

TodayNominal GDPInflationReal  GDP

4.29%3.5% - 5%2% - 3%1.5% - 2%US

4.13%2.5% - 5.5%2% - 4%0.5% - 1.5%UK

2.85%2.5% - 4.5%2% - 3%0.5% - 1.5%EU



Equities For The 
Long Term
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Source – Barclays Annual Equity/Gilt Study 2024



Conclusions
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It’s Rarely “Plain Sailing”

Inflation has peaked… but the “last mile” to 2% is 
proving difficult to achieve

Interest rates have peaked… but are taking longer 
to fall

We have left behind a long period of flat returns…

But it’s still difficult to make aggressive tactical asset 
allocation shifts today

Elections will create some volatility – more in the US. 
France is the new wildcard

Holding your nerve is the long-term key, and Equities 
remains the best wealth-generating asset class.  
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Thank You



The information in this document is for private circulation and is believed to be correct but cannot be guaranteed. Opinions,
interpretations and conclusions represent our judgement as of this date and are subject to change. The Company and its related 
Companies, directors,  employees and clients may have positions or engage in transactions in any of the securities mentioned.
The information contained in this publication does not constitute a personal recommendation and the investment or investment 
services referred to may not be suitable for all investors; therefore we strongly recommend you consult your Professional Adviser 
before taking any action.

Copyright Investec Wealth & Investment Limited. Reproduction prohibited without permission.

Please note that the value of investments and the income derived from them may fluctuate and investors may not receive back the 
amount originally invested. Past performance is not necessarily a guide to the future. Current tax levels and reliefs may change
and the investments and investment services referred to may not be suitable for all investors. 

Investec Wealth & Investment (UK) is a trading name of Investec Wealth & Investment Limited which is a subsidiary of Rathbones 
Group Plc. Investec Wealth & Investment Limited is authorised and regulated by the Financial Conduct Authority and is member of 
the London Stock Exchange and the Investec Group. Registered in England. Registered No. 2122340. Registered Office: 30 
Gresham Street, London, EC2V 7QN.
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