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At a glance 

- Global political upheavals and switching loyalties caused market volatility.



- Trump's election win boosted equities and the dollar, but the market under his incoming 

government will be difficult to predict.

- Central banks cut rates as inflation eased, but the Fed and BoE foresee the slowing of cuts 

in 2025.

2024 saw US economic growth gather steam as the Federal Reserve (Fed) orchestrated a soft 

landing, creating an environment where earnings and corporate confidence supported equities 

and credit markets. Alongside this, central banks lowered interest rates as inflation made a 

gradual retreat. The fourth quarter exemplified this, with the S&P 500 rising 2.4% in the last 

three months of the year, bringing the full-year gains to 25%. 1 The quarter highlighted the 

diverging interest rate paths across the developed market central banks, with the Fed indicating 

a slower pace of cuts in 2025 relative to the European Central Bank (ECB), which opted to cut 

rates sequentially. This, together with looser fiscal policy, meant bonds struggled to gain 

traction over the quarter. 

Trumping to victory 

Donald Trump won the US election, with the Republicans securing the trifecta of the presidency, 

the House and the Senate. This should give him significant power to enact his agenda, although 

his slim House majority means the Republicans could struggle to pass some of the more 

extreme promises that Trump made during his campaign. Markets reacted quickly, with both 

equities and the dollar rising due to Trump's pro-growth strategies, while Treasuries sold off 

over concerns of higher deficits, which in turn could result in higher inflation. Since winning the 

election, Trump has made his intentions clear on social media, declaring he will impose 

substantial tariffs on Canada, Mexico and China. These tariff threats on the US's largest trading 

partners prompted a sell-off in Canadian and Mexican currencies and equities - perhaps an 

indication of things to come. 

A shift in power 

In 2024, voters globally expressed discontent with incumbent governments, which is common 

after periods of high inflation. This was illustrated in the UK as the British public voted to end 

14 years of Conservative rule in favour of the Labour party. Meanwhile in other European 

nations, much like the US, major economies saw a shift towards right-wing parties. The political 

turmoil did not end at elections, as several European coalitions dissolved in the fourth quarter. 

Prime Minister Michel Barnier's French government collapsed following his proposed 2025 

budget, as did Chancellor Olaf Scholz's government in Germany after a no confidence vote. The 

upheaval was not confined to Europe, as South Korea's President Yoon Suk Yeol was impeached 

after declaring martial law on 3 December, leading to widespread protests. 





uprisings in Europe come at a precarious time during the Russian war in Ukraine. Europe also 

faces uncertainty over the US president-elect's proposed tariffs, which may create further 

instability for the global economy and international relations. 

Trump will inherit a strong economy, although inflation remains elevated and the budget deficit 

is substantial. Tax cuts and deregulation could benefit small companies, but it is worth 

remembering that while Trump's policies may appear market-friendly, his unpredictable 

behaviour can cause uncertainty and market volatility. 

Although government shutdowns are often considered noise, investors should watch 

government bond yields, as these indicate if markets are nervous about a country's ability to 

pay off debt. We continue to monitor geopolitical risk when constructing portfolios but remain 

focused on quality companies well positioned to withstand political turbulence. Ultimately, it is 

the businesses and their ability to grow earnings that matter. 
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This communication is provided for information purposes only The information 

presented herein provides a general update on market conditions and is not intended 

and should not be construed as an offer, invitation, solicitation or recommendation to 

buy or sell any specific investment or participate in any investment (or other) strategy 

The subject of the communication is not a regulated investment. Past performance is 

not an indication of future performance and the value of investments and the income 

derived from them may fluctuate and you may not receive back the amount you 

originally invest. Although this document has been prepared on the basis of information 

we believe to be reliable, LGT Wealth Management UK LLP gives no representation or 

warranty in relation to the accuracy or completeness of the information presented 

herein. The information presented herein does not provide sufficient information on 

which to make an informed investment decision. No liability is accepted whatsoever by 

LGT Wealth Management UK LLP, employees and associated companies for any direct 

or consequential loss arising from this document. 

LGT Wealth Management UK LLP is authorised and regulated by the Financial Conduct 

Authority in the United Kingdom. 



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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