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At a glance 

- Stronger than expected inflation slowed down the expected pace of interest rate cuts.

Whilst the European Central Bank, Sweden, Switzerland and Canada did lower their rates,



the US and UK remain more cautious about reducing rates. 

- US stock markets hit new highs, mainly due to big increases in tech companies such as

Nvidia, Apple and Microsoft. Most market growth came from these companies.

- Snap elections in the UK and France created some market uncertainty. Asia saw more

negative economic results, with China's property market struggling and Japan's currency

weakening.

Markets have generally slowed down expectations of the pace of rate cuts as data had 

continued to signal stronger than expected inflation. However, the Fed did indicate earlier this 

week that inflation is coming down. Despite pushing back expected rate cuts, equity markets 

continued to push towards all-time highs in the second quarter, buoyed by US technology 

companies and the ongoing exuberance surrounding artificial intelligence (Al). 

Although the European Central Bank (ECB) lowering interest rates in its June meeting was 

expected, it is noteworthy that interest rate cutting in individual countries is also underway, 

with central banks in Sweden, Switzerland and Canada all cutting rates. 

On the political front, the UK and France saw both leaders call snap elections, with the Labour 

party securing a landslide victory this morning in the UK's general election. 

Glacial pace 

Markets have gyrated between one Fed rate cut and two this year. Although the Fed indicated 

it is on the right path towards disinflation, rate cuts remain unlikely anytime soon given ongoing 

price pressure concerns and the robust jobs market. This glacial pace of cuts means timing 

remains uncertain. The Bank of England (BoE) indicated in June it is more comfortable cutting 

rates and will likely start in August. 

Regional differences will widen the gap between central banks. The Fed has significant 

influence, so it is likely central banks elsewhere will be more cautious and favour ambiguity over 

clear guidance. 

The ECB had been signalling for months it was due to cut interest rates amid declining inflation 

and a sluggish economy. Consequently, it opted to cut rates by 0.25% to 3.75% in June. 
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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. 
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