
What this chart shows

The chart above shows the latest 25bps rate cut by the Bank of England (BoE) to 4.5%. This is the lowest the policy rate 
has been in 19 months with two of the nine policymakers in the Monetary Policy Committee (MPC) supporting a 50bps 
rate cut on February 6, 2025. The bank signalled a ‘gradual and careful approach’ to future rate cuts, forecasting two 
more quarter point reductions by the end of this year, in an effort to reign inflation back to the BoE’s 2% target. This 
is now the third reduction in policy rate since August 2024, with the BoE halving growth expectations and raising its 
inflation forecast. 

Whilst the US Federal Reserve has moderated its monetary policy easing in the face of sticky inflation and uncertainty 
surrounding President Trump’s trade tariffs, the UK (and Europe) are on different paths due to lacklustre economic 
growth. Both the UK and European central banks are now expected to cut rates more than previously forecast in an 
effort to support growth.

In the UK, the Bank of England views Chancellor Rachel Reeves’ decision to raise employer national insurance 
contributions as having a greater-than-expected impact on jobs and prices. As a result, it has revised its economic 
growth forecast for this year to just 0.75%—half of its November projection. Meanwhile, inflation is expected to rise 
further and peak at 3.7% by the third quarter of 2025.

Why this is important

UK government bonds have had a volatile start to the year, with the market’s views on the BoE’s interest rate path 
see-sawing since November due to uncertainty around the potential for tariffs on the UK and the impact of chancellor 
Reeves’ October Budget. Markets had until today been reticent to price in a more aggressive rate cutting path, 
fixated on a terminal rate of 4%, mainly on the back of expectations that increased government spending would be 
inflationary. However, markets seem to be coming round to the idea that there is another component in the fiscal 
equation and that is the likelihood of increased taxes, which on a net basis should keep fiscal policy tight. 

There is little reason to doubt that the UK will maintain its fiscal discipline, particularly in light of the turmoil in 
bond markets caused by Liz Truss’ budget and the lasting damage to the country’s fiscal credibility. With ongoing 
uncertainty in global trade, the prospect of a tight fiscal policy, and a significant downward revision in growth 
forecasts, the likelihood of additional rate cuts appears higher than what is currently priced in.

*At time of writing on 06/02/2025
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last week was marked by significant global trade tensions, primarily driven by the US imposing 
tariffs on multiple countries, leading to market volatility, corporate earnings impacts, and 
concerns over global economic growth.
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	» Tariff concerns continue: President Donald Trump 
imposed 25% tariffs on imports from Mexico and Canada, 
and 10% on Chinese imports, leading to swift retaliatory 
measures and global market concerns. 

	» Stock market volatility: Major indices such as the 
Dow Jones, S&P 500, and Nasdaq experienced declines 
between 1% and 2% due to fears of a global trade war. 

	» Job market data: The US added 143,000 jobs in January, 
below the expected 168,000, with unemployment slightly 
decreasing to 4%. 

	» Corporate earnings: Alphabet's shares dropped by 
7% following a weak earnings report, attributed to 
underperformance in cloud computing and increased AI 
investments. 

	» Tariff impacts: In response to US tariffs, China 
announced retaliatory measures, escalating trade 
tensions between the two nations. 

	» Market response: Chinese markets faced declines 
upon returning from the Lunar New Year holiday and 
the Chinese yuan weakened to a 14-month low against 
the US dollar, reflecting concerns over the economy and 
trade tensions influenced by the US tariff hikes.

	» Currency surge: The Japanese yen experienced a 
significant increase following promising wage growth 
and inflation-adjusted wage increases, suggesting 
potential interest rate hikes by the Bank of Japan. 

	» Energy markets: Oil prices surged due to anticipated 
supply disruptions amid global trade tensions, with Brent 
crude reaching its highest level in two months. 

	» Tariff uncertainty: European companies expressed 
concerns over potential US tariffs under President 
Trump's trade policies, leading to slowed investments, 
particularly in sectors like wind and solar energy. 

	» Market reactions: Major European stock indices, 
including Germany's DAX and France's CAC, experienced 
declines of over 1% due to trade war fears. 

	» Economic forecasts: The European economy is 
projected to recover modestly, with growth increasing 
from 0.9% in 2024 to 1.3% in 2025, supported by easing 
inflation and resilient labour markets. 

	» Corporate earnings: Companies like Volvo Cars and 
Diageo anticipate lower profitability due to trade 
uncertainties and potential tariffs. 

	» Interest rate cut: The Bank of England reduced interest 
rates from 4.75% to 4.5% to stimulate the economy amid 
rising prices and slowing growth, as expected

	» Inflation outlook: Despite the rate cut, the Bank warned 
that inflation could peak at 3.7% by autumn, nearly double 
the government's target. 

	» Trade concerns: UK markets were affected by global 
trade tensions, with potential implications from US tariff 
policies under President Trump. 

	» Corporate restructuring: Lloyds Banking Group 
announced a restructuring plan that could result in 200 
job losses. 



Cumulative returns

Asset Class / Region Currency Week ending   
7 February Month to date YTD 2025 12 months 

Developed Markets Equities

United States USD -0.2% -0.2% 2.5% 21.8%

United Kingdom GBP 0.3% 0.3% 6.4% 17.8%

Continental Europe EUR 0.7% 0.7% 7.7% 12.9%

Japan JPY -1.8% -1.8% -1.7% 9.9%

Asia Pacific (ex Japan) USD 1.2% 1.2% 2.5% 16.1%

Australia AUD -0.2% -0.2% 4.3% 15.9%

Global USD -0.1% -0.1% 3.4% 19.1%

Emerging Markets Equities

Emerging Europe USD 0.6% 0.6% 9.1% 10.6%

Emerging Asia USD 1.4% 1.4% 2.2% 16.9%

Emerging Latin America USD 1.5% 1.5% 11.2% -15.6%

BRICs USD 2.5% 2.5% 2.6% 15.8%

China USD 4.8% 4.8% 5.7% 34.9%

MENA countries USD 0.5% 0.5% 3.6% 4.5%

South Africa USD 3.7% 3.7% 9.2% 25.4%

India USD -1.2% -1.2% -2.7% 2.8%

Global emerging markets USD 1.4% 1.4% 3.2% 13.2%

Bonds

US Treasuries USD 0.4% 0.4% 1.0% 2.6%

US Treasuries (inflation protected) USD 0.4% 0.4% 1.7% 4.5%

US Corporate (investment grade) USD 0.3% 0.3% 1.0% 4.4%

US High Yield USD 0.0% 0.0% 1.4% 9.6%

UK Gilts GBP 0.5% 0.5% 1.3% 1.0%

UK Corporate (investment grade) GBP 0.4% 0.4% 1.6% 5.4%

Euro Government Bonds EUR 0.6% 0.6% 0.4% 3.8%

Euro Corporate (investment grade) EUR 0.3% 0.3% 0.8% 6.1%

Euro High Yield EUR 0.4% 0.4% 1.0% 9.0%

Global Government Bonds USD 0.6% 0.6% 1.2% 0.8%

Global Bonds USD 0.4% 0.4% 0.9% 1.8%

Global Convertible Bonds USD 0.5% 0.5% 2.8% 11.2%

Emerging Market Bonds USD 0.4% 0.4% 1.7% 8.9%
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Cumulative returns

Asset Class / Region Currency Week ending
7 February Month to date YTD 2025 12 months

Property

US Property Securities USD 1.2% 1.2% 2.2% 14.9%

Australian Property Securities AUD -0.4% -0.4% 4.3% 16.5%

Asia Property Securities USD 0.9% 0.9% 1.9% -1.5%

Global Property Securities USD 0.9% 0.9% 2.2% 11.0%

Currencies

Euro USD -0.9% -0.9% -0.3% -4.1%

UK Pound Sterling USD -0.4% -0.4% -0.9% -1.7%

Japanese Yen USD 2.0% 2.0% 3.7% -2.3%

Australian Dollar USD 0.2% 0.2% 1.3% -3.9%

South African Rand USD 1.0% 1.0% 2.5% 2.6%

Swiss Franc USD -0.3% -0.3% -0.3% -4.0%

Chinese Yuan USD -0.7% -0.7% 0.1% -1.4%

Commodities & Alternatives

Commodities USD 0.7% 0.7% 3.8% 10.8%

Agricultural Commodities USD 0.2% 0.2% 3.5% 5.7%

Oil USD -2.7% -2.7% 0.0% -5.7%

Gold USD 2.2% 2.2% 9.0% 40.5%

Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.



Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment 
Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer or 
solicitation to buy or sell. This document is not intended for use or distribution by any person in any jurisdiction in which it 
is not authorised or permitted, or to anyone who would be an unlawful recipient. The original recipient is solely responsible 
for any actions in further distributing this document, and in doing so should be satisfied that there is no breach of local 
legislation or regulation. This document should not be reproduced or distributed except via original recipients acting as 
professional intermediaries. This document is not for distribution in the United States.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control 
regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding, 
transfer, redemption or disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this document is issued. Data, models and other statistics are sourced 
from our own records, unless otherwise stated. We believe that the information contained is from reliable sources, but 
we do not guarantee the relevance, accuracy or completeness thereof. Unless otherwise provided under UK law, MGIM 
does not accept liability for irrelevant, inaccurate or incomplete information contained, or for the correctness of opinions 
expressed.

The value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an 
investor may incur losses, including a loss of the principal invested. Past performance is not generally indicative of future 
performance. Investors whose reference currency differs from that in which the underlying assets are invested may be 
subject to exchange rate movements that alter the value of their investments.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds 
to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual 
investment management fees are payable both to the multi-manager and the manager of the underlying assets at 
rates contained in the offering documents of the relevant portfolios (and may involve performance fees where expressly 
indicated therein).

MGIM (Company Registration No. 3733094) has its registered office at The Rex Building, 62 Queen Street, London EC4R 1EB. 
MGIM is authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration no.232357), and 
is exempt from the requirements of section 7(1) of the Financial Advisory and Intermediary Services Act 37 of 2002 (FAIS) 
in South Africa, in terms of the FSCA FAIS Notice 141 of 2021 (published 15 December 2021). For complaints relating to 
MGIM’s financial services, please contact distributionservices@momentum.co.uk ©MGIM 2025.

With us, investing is personal

For more information, please contact: 
Distribution Services

E: distributionservices@momentum.co.uk

T: +44 (0)207 618 1806


