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The fourth quarter saw strong returns for stocks
and bonds thanks to encouraging inflation news
in developed economies. There was a further
boost as central banks in the US, eurozone and UK
left interest rates unchanged. These factors
combined to push stock markets higher, with a
broad range of sectors performing well. Bonds
also rallied over the period.

Meanwhile, the oil price was weaker as a result of
declining demand around the world, even
allowing for geopolitical tensions and falling
supply. Gold performed well in reaction to a
weakening of the US dollar. Gold is considered a
‘safe haven’ asset by investors during periods of
uncertainty. Alternative investments, such as
infrastructure, also performed positively as they
benefited from falling interest rates

TSMC is one of the largest holdings in the
portfolios. It is a world leader in producing
semiconductors. Given the high costs and
complexity in manufacturing semiconductors,
the market is dominated by a few large players.
0f these, TSMC has among the most advanced
capabilities in producing high-spec chips, for
which demand continues to grow as economies
digitise.

Chip designers are having to pay ever greater
sums to access high-end chips and most come
to TSMC. As a manufacturer only, the company
does not compete with its chip-designer
customers, unlike rivals Samsung and Intel, which
is an added advantage. We believe that TSMC can
sustain its competitive advantage and it can
increase its market share.

Our holding in the Sarasin Responsible Global
Equity (GBP Hedged) Fund contributed positively
to the portfolio’s performance. Its holding in
online retailer Amazon was beneficial as
investments made in its retail business have
started to improve efficiency and boost
profitability. The holding in the Sarasin
Tomorrow’s World Fund also made a positive
contribution. Its investment in holding in
Broadcom, the chip designer involved in artificial
intelligence (Al) functionality, had a positive
impact as it finalised its takeover of cloud
computing company, VMware.

In contrast, our holding in the Lazard
Commodities Fund detracted from the portfolio’s
performance. The holding in the VF-MTX
Sustainable Emerging Markets Fund also weighed
on performance.
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We sold our holding in the Lazard Commodities
Fund during the quarter. It had provided the
Sarasin Responsible Model Portfolios with broad
exposure to commodity prices, which were likely
to benefit in a world of heightened geopolitical
risk. Our investment strategy played out well,
with commodity prices climbing throughout the
summer of 2023 and following the onset of the
conflict in Gaza. However, since then prices have
softened as fears of a wider conflict in the
Middle East subsided and the global growth
outlook has weakened. We reallocated proceeds
from the sale to cash, pending reinvestment in
other investment opportunities.
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OUTLOOK

We expect inflation in the US and Europe to slow during 2024 and end the year closer to
central bank targets of 2%. That means central banks can reduce interest rates, which
had been their main weapon in the battle to bring down inflation. Lower interest rates
should help to boost economic growth.

Having said that, financial markets could be subject to a number of political threats in
2024. Conflict is unfortunately on the rise, particularly in Gaza, between Russia and
Ukraine, and in Africa. In the US, the build-up and outcome of the presidential election
could cause stock market upheavals.

Overall, we believe company shares should benefit from the more resilient economic
conditions forecast for 2024. Our investment focus continues to be on shares with high
quality that provide a degree of stability to the fund. We also spread risk across the
portfolio by investing in companies that we believe have enduring long-term business
strategies.

For the period ahead, we are optimistic about the returns available from most assets
as financial conditions loosen and economic risks remain contained. That leads us to
favour equities and high-quality corporate bonds, with a preference for good-quality
investments that are likely to benefit from lower interest rates.
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This document is intended for retail investors only. Your should not rely
on this document but should contact your financial adviser.

This document has been issued by Sarasin & Partners LLP of Juxon House,
100 St Paul's Churchyard, London, EC4M 8BU, a limited liability partnership
registered in England and Wales with registered number 00329859, and
which is authorised and regulated by the Financial Conduct Authority
with firm reference number 475111.

This document has been prepared for marketing and information
purposes only and is not a solicitation, or an offer to buy or sell any
security. The information on which the material is based has been
obtained in good faith, from sources that we believe to be reliable, but
we have not independently verified such information and we make no
representation or warranty, express or implied, as to its accuracy. All
expressions of opinion are subject to change without notice.

This document should not be relied on for accounting, legal or tax
advice, or investment recommendations. Reliance should not be placed
on the views and information in this material when taking individual
investment and/or strategic decisions.

The investments of the Model Portfolios are subject to normal market
fluctuations. The value of the investments of the Model Portfolios and
any income derived from them can fall as well as rise and investors may
not get back the amount they originally invested. If investing in foreign
currencies, the return in the investor’s reference currency may
increase or decrease as a result of currency fluctuations. Past
performance is not a reliable indicator of future results and may not be
repeated. Forecasts are not a reliable indicator of future performance.

Neither Sarasin & Partners LLP nor any other member of the J. Safra
Sarasin Holding Ltd group accepts any liability or responsibility
whatsoever for any consequential loss of any kind arising out of the use
of this document or any part of its contents. The use of this document
should not be regarded as a substitute for the exercise by the recipient
of their own judgement. Sarasin & Partners LLP and/or any person
connected with it may act upon or make use of the material referred to
herein and/or any of the information upon which it is based, prior to
publication of this document.

Where the data in this document comes partially from third-party
sources the accuracy, completeness or correctness of the information
contained in this publication is not guaranteed, and third-party data is
provided without any warranties of any kind. Sarasin & Partners LLP shall
have no liability in connection with third-party data. Persons domiciled in
the US and/or US nationals are not permitted to invest in the Model
Portfolios. This publication is intended for investors in the United
Kingdom only.

© 2024 Sarasin & Partners LLP - all rights reserved. This document can
only be distributed or reproduced with permission from Sarasin &
Partners LLP. Please contact marketing@sarasin.co.uk.
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