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Summary: Fed lifts bonds and stocks
Both sovereign bonds and global equity markets rallied in March, +1.9% and
+1.6%, respectively (in local currency). Key events included:

» Fed reiterates neutral stance; ECB pushes back first rate rise;
> Weak external demand continues to weigh on global manufacturers;
> Brexit delayed; trade tensions recede

Equity markets continued to rally in March, despite a brief setback during the month
driven by weaker than expected global data and a temporary inversion of the 10y-
3m US treasury curve, resurrecting fears of a US recession. The US 10y yield fell
back to a 15-month low and the 10y German bund turned negative for the first time
since 2016. Meanwhile, geopolitical tensions — Brexit notwithstanding — seemed to
recede, with the US and China reportedly closer to a trade resolution.

US: Full employment, Fed on hold, Mueller’s reprieve

US retail sales and consumer confidence staged a strong rebound in the latest
month. The pace of job creation in February looked erratically weak, but the
unemployment rate fell back to 3.8% — a 50-year low — and wage growth moved to
a cycle high of 3.4% (y-o-y). The Fed nonetheless reiterated its neutral policy
stance, ‘officially’ pushing back the two rate hikes expected for this year and
confirming that the reduction of its balance sheet (‘QT’) will conclude in September.
The much-anticipated Mueller report revealed that there was no collusion between
Trump and Russia during the 2016 election but fell short of exonerating the
President. An increasingly divided Democrat party — with perhaps a dozen
contenders for the 2020 race — seems unlikely to take up the mantle of
impeachment.

Europe: Mixed data, ECB dovish, Brexit delayed

European manufacturing remained weak in March as PMIs in France (49.7) and
Germany (44.1) took another leg down. Two highly cyclical sectors — capital goods
and autos — are suffering most from the fallout of protectionism and Brexit deadlock.
Other indicators, such as Germany’s IFO survey (99.6) posted a small bounce
recently, while unemployment rates (4.9% in Germany) continue to fall. Mario
Draghi sounded increasingly dovish as the ECB pushed back its first rate rise
beyond 2019 and lowered its growth outlook this year to 1.1% (previously 1.7%). In
the UK, PM May’s efforts — and willingness to resign as PM if her “meaningful vote”
passes — have been hindered again by an indecisive Parliament. Agreeing on a
much longer extension or revoking Article 50 are increasingly possible outcomes.

Asia: China stabilising, Japan’s manufacturing slowdown

China’s economic soft landing may have started to stabilise, with retail sales and
fixed asset investment — the first official data since the Chinese New Year —
appearing to have turned a corner, supported by fiscal easing. Industrial production
growth (5.3% y-o0-y) continues to slow, but appears relatively resilient by the
standards of disappointments in other economies. Further tax cuts due on 1% April,
and monetary loosening, may limit further weakness. Japan’s quarterly Tankan
survey was disappointing. Both current manufacturing conditions and the outlook
showed a sharp deterioration, driven mostly by slowdown in external demand. In
contrast, the service sector seems to be in much better health.
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Currencies (trade-weighted, nominal)

m Headline Inflation (%)

US Dollar 0.8% 7.1%
Euro -0.5% -1.9%
Yen 1.0% 1.5%
Pound Sterling -1.1% 0.2%
Swiss Franc 1.0% 3.3%
Chinese Yuan 0.3% -0.9%
Other Level

VIX 13.7 -7.2% -31.3%
Brent ($/b) 68.4 3.6% -2.7%
Gold ($/0z) 1,292 -1.7%  -2.5%
Key inflation rates (CPIH)
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Important information

This document is strictly confidential and produced by Rothschild & Co for information purposes only and for the sole use of the recipient. Save as specifically agreed in writing by Rothschild & Co, this
document must not be copied, reproduced, distributed or passed, in whole or part, to any other person. This document does not constitute a personal recommendation or an offer or invitation to buy or sell
securities or any other banking or investment product. Nothing in this document constitutes legal, accounting or tax advice.

The value of investments, and the income from them, can go down as well as up, and you may not recover the amount of your original investment. Past performance should not be taken as a guide to future
performance. Investing for return involves the acceptance of risk: performance aspirations are not and cannot be guaranteed. Should you change your outlook concerning your investment objectives and / or
your risk and return tolerance(s), please contact your client adviser. Where an investment involves exposure to a foreign currency, changes in rates of exchange may cause the value of the investment, and the
income from it, to go up or down. Income may be produced at the expense of capital returns. Portfolio returns will be considered on a “total return” basis meaning returns are derived from both capital
appreciation or depreciation as reflected in the prices of your portfolio’s investments and from income received from them by way of dividends and coupons. Holdings in example or real discretionary portfolios
shown herein are detailed for illustrative purposes only and are subject to change without notice. As with the rest of this document, they must not be considered as a solicitation or recommendation for separate
investment. Although the information and data herein are obtained from sources believed to be reliable, no representation or warranty, expressed or implied, is or will be made and, save in the case of fraud, no
responsibility or liability is or will be accepted by Rothschild & Co as to or in relation to the fairness, accuracy or completeness of this document or the information forming the basis of this document or for any
reliance placed on this document by any person whatsoever. In particular, no representation or warranty is given as to the achievement or reasonableness of any future projections, targets, estimates or
forecasts contained in this document. Furthermore, all opinions and data used in this document are subject to change without prior notice.

This document is distributed in the UK by Rothschild & Co Wealth Management UK Limited. Law or other regulation may restrict the distribution of this document in certain jurisdictions. Accordingly, recipients
of this document should inform themselves about and observe all applicable legal and regulatory requirements. For the avoidance of doubt, neither this document nor any copy thereof may be sent to or taken
into the United States or distributed in the United States or to a US person. References in this document to Rothschild or Rothschild & Co are to any of the various companies in the Rothschilds Continuation
Holdings AG Group operating / trading under the name “Rothschild & Co” and not necessarily to any specific Rothschild & Co company. None of the Rothschild & Co companies outside the UK, nor companies
within the Rothschild Trust Group are authorised under the UK Financial Services and Markets Act 2000 and accordingly, in the event that services are provided by any of these companies, the protections
provided by the UK regulatory system for private customers will not apply, nor will compensation be available under the UK Financial Services Compensation Scheme. If you have any questions on this
document, your portfolio or any elements of our services, please contact your client adviser.

The Rothschild & Co Group includes the following wealth management and trust businesses (amongst others): Rothschild & Co Wealth Management UK Limited. Registered in England No 4416252.
Registered office: New Court, St Swithin’s Lane, London, EC4N 8AL. Authorised and regulated by the Financial Conduct Authority. Rothschild & Co Bank International Limited. Registered Office: St Julian’s
Court, St Julian’s Avenue, St Peter Port, Guernsey, GY1 3BP. Licensed and regulated by the Guernsey Financial Services Commission for the provision of Banking and Investment Services. Rothschild & Co
Bank AG. Registered Office: Zollikerstrasse 181, 8034 Zurich, Switzerland. Authorised and regulated by Eidgendssischen Finanzmarktaufsicht FINMA.
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