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FTSE 100 soars
to record high

The UK stock market hit a record high amid hopes of an interest rate cut and easing political tensions

The FTSE 100 soared to a record high in April, lifted by hopes of
interest rate cuts in the summer and easing tensions in the Middle
East. UK shares were also buoyed by the brightening economic
outlook, with inflation slowing and the economy returning to growth
after a shallow recession at the end of 2023.

UK inflation eased from 3.4% in February to 3.2% in the 12 months to
March — the weakest level for two and a half years. Some expect a
sharp fall in the next inflation reading due to the year-on-year impact
of energy prices. The latest figures are moving closer to the Bank of

England’s 2% inflation target as it considers when to start cutting rates.

The UK economy grew slightly in February, raising hopes it is on its
way out of a recession. UK GDP rose 0.1% in February, boosted by
production in manufacturing. It follows growth of 0.3% in January. The
jobs market also appears to be cooling, with unemployment nudging
up and vacancies dipping.

US inflation unexpectedly rises

Bond and share prices fell after inflation rose 3.5% over the 12 months
to March, up from 3.2% in February. The hotter-than-expected
inflation report could lower the chances of a summer interest rate
cut by the US Federal Reserve (Fed). With the outlook for inflation
worsening, consumer sentiment also slipped slightly slipped in March.

Despite US GDP growth slowing to 1.6% in the first quarter, the
economy remains robust. US employers added 303,000 jobs in
March, while the unemployment rate edged down to 3.8%. In further
evidence that the economy ended the first quarter on solid ground,
US retail sales also increased more than expected in March.

ECB could cut rates by the summer

Inflation in the euro area fell from 2.6% to 2.4% in March, boosting
expectations that the European Central Bank (ECB) will cut interest
rates by the summer. European stock markets closed higher after the

ECB left interest rates on hold once again at 4% and suggested it could

cut rates if its next forecasts show inflation pressures are easing.

www.omnisinvestments.com

The region’s economy is slowly emerging from its slump, with business
activity expanding at the fastest pace for almost a year. European
private sector economic activity rebounded in April, led by strong
demand in services, although manufacturing continued to contract.

Meanwhile, China’s GDP increased at an annual rate of 5.3% in the

first quarter, in the latest sign its economy is picking up. Industrial
production also increased 6.1% in the first quarter compared with a
year earlier, while retail sales expanded 4.7% over the same period.

However, while China’'s economy made a stronger than expected start
to the year, the property crisis deepened. Property investment fell by
9.5% compared with a year earlier, while new home prices dropped at
the fastest pace for more than eight years.

China reported its exports sank 7.5% in March compared with the year
before, while imports also fell. Consumer prices also nudged higher

by 0.1% in March, underlying the problems the government faces as it
seeks to boost domestic demand.

Figure 1: Q1 economic growth (annualised, %)

The UK has been one of the weakest-performing economies recently
but is likely to have already recovered from a mild recession.
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