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Economic commentary 
In March, we learned that consumer prices in the UK had risen by 3.4% in the 12 months to February 2024, 
down from a January number of 4.0%. This was good news for the Bank of England, which has been keeping 
interest rates at relatively high levels in order to combat rising prices – but inflation is now edging closer to the 
Bank’s 2% target. In its March policy meeting it voted to maintain UK interest rates at 5.25%, and some 
economists are predicting that it will feel confident enough about inflation to bring the rate down later this year. 
This would be welcome news for households and businesses by lowering borrowing costs against a backdrop of 
weak economic growth in the UK – predicted to be only 0.5%, according to the International Monetary Fund. 

In the United States and the eurozone, inflationary pressures have continued to decrease, though recently 
slightly less quickly than in the UK. At its most recent meeting in March, the US Federal Reserve pencilled-in 
three cuts for this year, suggesting they expected inflation to continue along its bumpy path back to its own 
target of 2%. Mixed economic data since then has led many market participants to believe that rates will not 
get cut until after the US Presidential Election in November. For all these economies, material risks to inflation 
remain – notably from developments in the Middle East, especially those that could cause disruption to shipping 
through the Red Sea or affect energy prices. 

Conversely, Japan enjoyed its first positive interest rates for 17 years in March – up to 0.1% from -0.1%. This 
economy has suffered with a different problem – both sustained low economic growth and low inflation. Recent 
stronger economic data gave the Bank of Japan confidence to make the increase. 

Market commentary 
All major regional stock markets enjoyed a strong March, and measured as a global aggregate they enjoyed a 
fifth consecutive month of gains. In the US, a few of the largest tech/e-commerce stocks, especially those linked 
to ‘artificial intelligence’, have been dubbed the ‘Magnificent 7’ by the press after having performed very 
strongly for many months. These stocks continue to reach ever-higher valuations (with some describing a 
‘market bubble’), but mask a wider market that is more mixed in its fortunes. In the UK, expectations of lower 
rates this year may have buoyed investors’ spirits. In Japan, the historic change in interest rates has given 
investors confidence that the market may be entering a new era. Despite doing well last month, Chinese stocks 
had a more modest time, as key economic indicators in property, retail sales, and industrial output were weaker.  

Many bonds – representing loans to governments and companies around the world – were positive in March, 
too, as investors realised that low-risk cash investments may not offer attractive rates for much longer. 

In recent months, we have seen many markets behave choppily. Economic data has changed here-and-there, 
but long-term trends have not changed significantly, and investors are behaving mostly according to their future 
expectations rather than reality today. This is why we do not engage in economic predictions – most market 
participants get these things wrong most of the time – nor try to invest on this basis. We are happy to hold 
slightly less of the most expensive investments that may go on to disappoint hopeful investors – instead, we try 
to focus on the investments that look cheap today, avoid those that look too risky, and hold assets for the long 
term where we believe we will be rewarded. 
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[END] 

 

Fundhouse is the trading name of Fundhouse Bespoke Limited. Fundhouse provides investment management services to 2plan Wealth Management 
and does not provide financial advice. Importantly, this note does not represent investment advice and any reader should always speak to their 
financial adviser before making any investment decisions. Please note that the value of any investment may go down as well as up and you may lose 
capital when investing and the value of your investments may not always increase.  Please ensure that you are comfortable bearing financial losses 
and that you are comfortable taking a long-term investment view of five years or more. 


