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Market Commentary

The first half of 2025 has been nothing, if not tumultuous. The on, off, on again nature of President Trump’s tariff announcements
and his determination to break with convention on institutional norms have put most in a spin. Furthermore a 12 day armed
conflict between Israel and Iran, drawing in US involvement, should have been enough to send financial markets cowering. Instead
markets have, yet again, displayed their capacity to climb a wall of worry. Markets recovered strongly, following the initial falls

on the ‘Liberation Day’ tariff announcements, with the main marked weakness coming from the US dollar, now down 10% since
the start of the year. UK equities rose more than 3% over the second quarter, adding to a similar gain in the first quarter, whilst
European stocks gained another 6%; combined with euro strength, the region’s equities are up 15% over the first half of the year.
In contrast, and despite a strong recovery in the second quarter, largely driven by renewed enthusiasm for Al and related tech
stocks, US stocks were only up 4% in sterling terms and are still down more than 3% over the first half, hurt by the weakness of the
dollar.

Financial markets appear to have learned not to take President Trump literally, but they should be careful to still take him
seriously. A limited impact from eventual tariff agreements is now assumed, but even if they do settle around 10%, plus a few
product specific rates, it will still put upward pressure on US prices and a drag on growth. Despite concern over tariff impacts
Japanese stocks returned over 4% in the quarter, helped by a strong yen, whilst Asian stock markets rose by more than 5%. Gold
continued to be sought as a refuge in uncertain times, but declined in sterling terms by 1%, despite a rise in its dollar price.

Gilts fell very slightly over the second quarter, not helped by the government struggling to implement spending cuts. The UK’s
problems in controlling the fiscal deficit are not in isolation, as well as European governments scratching their heads over how to
make ends meet with greater defence spending commitments, President Trump has successfully passed a budget that is expected
to add $3-4tr to an already large US government deficit. This will increasingly test the willingness of investors to purchase a
growing supply of government bonds and is something to keep a close eye on. Any real concern that governments are losing
control of their budgets will lead to rising bond yields that will weigh on all financial assets.

Some commodity prices have experienced fluctuations over speculation on the impact of tariffs and oil spiked during the Israel-
Iran conflict, but in general they have remained calm and are not a threat to general inflation. For now economic growth is ticking
over and markets are holding their nerves. Valuations in US markets continue to reflect an optimistic outlook and valuations in the
UK a more pessimistic one. Declining inflation in the UK and better prospects for interest rate cuts mean we prefer exposure to
the lower valuations and have the backing of the increasing level of takeover interest in UK listed companies.

Portfolio Commentary Q2 2025

The Steady portfolio returned 4.2% over the second quarter as stock markets recovered strongly after an initial fall on the back
of Trump’s tariff announcements. Every investment had a positive return, bar one, with First Sentier Global Listed Infrastructure
(-0.1%) just negative. The defensive investments in Atlantic House Defined Returns, +3.2%, and Royal London Short Term Money
Market, +1.1%, continue to give consistent positive returns. Bond investments were a bit pedestrian compared to equity, with
Royal London Short Duration Gilts returning 1.9%, the Vanguard UK Government Bond Index fund 2.0% and Vanguard UK
Investment Grade Bond Index fund 2.8%.

A strong recovery in tech and Al related shares saw the best performance from Sanlam Global Artificial Intelligence, +10.7%,
largely recovering the first quarter fall, but the best contribution came from Foresight UK Infrastructure, +10.4%, as some of the
deep value in UK infrastructure stocks was realised. The largest positions in Vanguard FTSE UK All Share and Vanguard US Equity
Index, returned a similar 4.4% and 4.6% respectively. Takeover activity in the quoted property sector helped CT Property Growth
and Income return 9.7% and gold miners continued to catch up with the soaring gold price and Ninety One Global Gold rose 6.9%.
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Thorntons Investments is a trading name of Thorntons Investment Management Limited a company
registered in Scotland No. SC438886 whose registered office is at Whitehall House, 35 Yeaman Shore,
Dundee DD1 4BU. Thorntons Investment Management Limited is authorised and regulated by the Financial
Conduct Authority. This information has been prepared using all reasonable care. It is not guaranteed

as to its accuracy, and it is published solely for information purposes. Our opinions are subject to change
without notice and we are not under any obligation to update or keep this information current. It is not to
be construed as a solicitation or offer to buy or sell securities and does not in any way constitute investment
advice. Past performance is not a guide to future performance. The value of investments can fall as well as
rise and you may not get back the amount you have invested. The income from an investment may fluctuate
in money terms. If an investment involves exposure to a currency other than that in which acquisition of the
investment is invited, changes in the rates of exchange may cause the value of the investment to go up or

down. ~




