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The Fiducian Balanced Fund
- 28 underlying managers (same for Growth and Capital Stable funds
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Progress in the fight against inflation
- interest rates likely to have peaked in the major economies

. The latest IMF report forecasts continuing sluggish global growth over the coming year (2.9% after
growth of 3.0% in 2023). Growth in the advanced economies is forecast to be particularly slow (1.4% in
2024 after growth of 1.5% in 2023).

. However, in the IMF’s words, ‘projections are increasingly consistent with a “soft landing” scenario,
bringing inflation down without a major downturn in activity’.

. Furthermore, ‘inflation — both headline and underlying (core) — is gradually being brought under
control’. Some recent headline inflation data support this: a monthly rate for October of 0% for the US
(3.2% for the annual rate) and -0.5% (deflation) for November for the Eurozone (2.4% annual rate).

. Despite this evidence of the effectiveness of monetary policy (through the implementation of interest
rate hikes and ‘quantitative tightening’ to reduce economic activity) it would be helpful if governments
assisted in this campaign against inflation by reducing spending. In the IMF’s words, ‘fiscal policy
needs to support the monetary strategy’, particularly in the US, where ‘the fiscal stance has
deteriorated substantially’, with the public sector deficit forecast to reach over 8% of GDP this year.



Global interest rates — rose rapidly to counter inflation

- US (5.25 to 5.5%), Euro zone (4.5%), UK (5.25%), Japan (-0.1%), Australia (4.35%)

- may have now peaked
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Economic growth IS weak (latest GDP data as at 30 September 2023)

- some economies are on the brink of recession
- manufacturing indices show contraction in output in all of the major economies
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. GDP (quarter-on-quarter) GDP (year-on-year) Manufacturing PMI (Nov)
« US 1.2% 2.9% 46.7
« Eurozone -0.1% 0.1% 44.2
« Japan -0.5% 1.6% 48.3
« Germany -0.1% -0.4% 42.6
 France 0.1% 0.7% 42.9
« UK 0.0% 0.6% 47.2
 Australia  0.2% (Jun) (-0.3% per capita) 2.1% (-0.3% per capita) 46.0
« China 1.3% 4.9% 50.7
* India 1.9% (Jun Q) 7.6% 56.0
2020 2021 2022 2023 2024
«  World -3.1% 6.3% 3.3% 3.0% 2.9%
 Advanced economies -4.5% 5.4% 2.7% 1.5% 1.4%
« Developing economies -2.0% 6.8% 4.0% 4.0% 4.0%

PMI = Purchasing Managers’ Index (economic trends) 6



Leading indicators
- economic indicators for the US and the G7 now improving after post-tightening dip
- indicating that the general outlook is improving despite ongoing tight monetary policy
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Leading economic indicators
- India and China back to longer-term averages
- India forecast to continue to grow strongly in 2024, while China is recovering
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Leading economic indicators

- economic activity in Australia is contracting
- the RBA may have to cease raising interest rates
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Global Manufacturing PMIs (purchasing managers’ indices)

- contraction still underway across the major developed economies
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- manufacturing showing some recovery for Europe and the UK but not the US or Japan
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What are the key policy issues now?

Some economic indicators are pointing to some recovery in the major economies in 2024
Consumer and business sentiment generally remains weak for now

Monetary policy remains contractionary but interest rates could start to come down in 2024
Inflation appears to be reducing rapidly in the major economies

Central banks (including the US ‘Fed’) will be trying to avoid recession and may soon have to end ‘QT’
Corporate earnings forecast to grow by a solid 10% globally in 2024 (US 11%, Europe 6%, China 15%, India 14%)

Overall, we anticipate further ‘green shoots’ in 2024 as we see the beginning of less restrictive
monetary policy (interest rate cuts and the end of ‘QT’) in the major economies and then Australia

Share markets appear fairly priced and appear to have priced in much of the negative news up to this
time (including that relating to the wars in Ukraine and the Middle East)

Share markets could enjoy some upside next year, assuming that recession can be avoided
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Disclaimer

Information in this document and given in the presentation is of a general nature.

It is not intended to be, nor does it, constitute financial, legal or tax advice.

The views and opinions contained therein are those of the authors as at the date of
publication and are subject to change due to market and other conditions.

The information is given in good faith and, although care has been exercised in
compiling it, Fiducian Investment Management Services Limited (ABN 28 602 441 814
AFSL 468211) and the other members of the Fiducian Group (Fiducian) neither
represent nor warrant that the information is free of errors, omissions or inaccuracies.

Do not rely on this information without first seeking professional advice based on your
own personal circumstances, objectives, financial situation or needs. You should obtain
and consider the relevant Target Market Determination and Product Disclosure
Statement (available from your financial adviser and via Fiducian.com.au) before making
a decision about whether to acquire or continue to hold and financial product.

The information was prepared in December 2023.
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