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Q3 2025 Commentary

In the third quarter of the year financial markets have seen less volatility than in earlier
months. Markets recovered from the shock and extreme volatility caused in April when, on
“Liberation Day”, crippling new tariff regimes were introduced by President Trump’s
administration, and announcements around negotiations have subsequently settled investors’
nerves.

Emerging markets, Europe, the UK and other developed markets have continued their relative
outperformance to US equity markets in the third quarter, and, despite the eye-catching headlines
about Al, investors have chosen to invest in equities deemed to have more attractive valuations
to those of the US.

The US economy is still very much leading globally and showed a healthy growth of 3.3% in the
second quarter. Inflation is subsiding and, with a renewed focus on supporting employment
growth, the Federal Reserve (US central bank) cut interest rates in September by 0.25%, their first
cut in nine months. It is widely expected that the Fed will cut interest rates further in the second
half of this year.

There are concerns growing about a reflationary boom in the US, stoked by loose fiscal policy
(interest rate cuts) as well as by President Donald Trump’s signature tax cut and spending package,
which he has called the “One Big Beautiful Bill”. In addition, huge commitments have been
announced by tech companies for Al-driven capital expenditure projects (principally building data
storage facilities) and have reached approximately $S400bn so far this year. Enthusiasm about
these Al-driven investments is a prime reason for the increase in index levels this year. There is
little evidence yet that these investments will boost productivity and corporate earnings
sufficiently to justify those company valuations.

For the UK, attention will be firmly focused on the upcoming Budget on 26" November and what
actions the government may propose for stimulating growth and investment as well as reining in
public expenditure.

Although there are still many uncertainties, especially regarding resolution to the Russian invasion
of Ukraine and the ongoing concerns about the effect of trade tariffs (and whether they will stoke
inflation), risk assets offer attractive opportunities for the longer-term investor. It is very
heartening to see the beginning of the roll-out of the peace deal in the Middle East led by
President Trump.

We will remain vigilant to news flow, especially the upcoming third quarter earnings results and
the accompanying company commentary and forecasts.
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Opinions constitute our judgement as at the date of publication and are subject to change without warning.
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 is not a reliable indicator of future results and
forecasts are not a reliable indicator of future performance. Where an investment involves exposure to
foreign currency, changes in the rates of exchange may cause the value of the investment and the income
from it to go up or down. In the case of some investments, you should be aware that there is no recognised
market for them, and that it may, therefore, be difficult for you to deal in them or for you to obtain reliable
information about the value or the extent of the risks to which they are exposed. Certain investments carry
a higher degree of risk than others and are, therefore, unsuitable for some investors. It may be possible to
lose all of your initial capital in certain types of investments. Before contemplating any transaction, you
should consider whether you require financial advice. Nothing in this document should be construed a
solicitation, offer or recommendation to buy or sell securities or any other investment or banking product,
nor to provide any investment advice or service. Nothing contained in this document constitutes
investment, legal, tax or other advice, nor should it be relied upon when making an investment or other
decision. The information in this document is believed to be correct but LAM cannot guarantee its accuracy,
timeliness or completeness of any such information.
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