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The week to date as at 12 p.m. Friday (GMT). 

Markets and key events  

 
Global stocks finished the week on a high note, after investors seemed to take latest trade tensions between China and the 
US in their stride. On Tuesday, the Trump administration imposed a 10% tariff on $200bn worth of Chinese imports with the 
threat of an increase to 25% in 2019 if no new trade deal is reached between the countries. China retaliated with their own 
measures, with tariffs of 5% to 10% on $60bn US imports.   
 
The initial market response was relatively muted, as the announced measures were set lower than expected whilst markets 
were also helped by reports that China intends to offset the trade disruption by slashing tariffs on imports from its other 
major trading partners. In fact, by the end of the week, most major markets finished higher. By 12pm London time the S&P 
500 finished higher by 0.89% and the Shanghai Composite rallied by 4.32%. Europe also joined the relief rally with the 
Eurostoxx 600 finishing 1.72% higher, whilst the FTSE all Share also finished up, by 1.71%. 

Europe and the United Kingdom (UK) 

Headlines were dominated by the ongoing Brexit discussions between the EU and the UK. EU leaders at a summit in Austria 
warned the UK prime minister Theresa May that aspects of her broader plan for Brexit would “not work”, giving her only four 
weeks to negotiate a new exit strategy. The EU reiterated its argument that Theresa May’s “Chequers” proposal poses a threat 
to the European single market since it would give the UK access to the single market for goods while cutting back on other 
basic EU principles, such as the free movement of people. 

Away from the political news, the UK posted strong inflation figures for August, with the year on year CPI (consumer price 
index) increasing to 2.7%, higher than the expected figure of 2.4%. The rise has been attributed to higher travel fares and more 
expensive clothing. Pound Sterling rallied on the data, as high as $1.32, but surrendered its gains given the Brexit discussions 
in Austria. 

For Europe, economic data pointed to a slowdown in the Eurozone economy. The initial Purchasing Managers’ Index (PMI) for 
September fell to a four-month low to 54.2, from 54.5 the prior month. Any reading above 50 for the survey indicates an 
improvement in economic activity. The decline this month was put down to weaker export sales. 

Asia Pacific  

Similar to the majority of global markets, the Japanese Topix also experienced strong performance, up by 4.36%. The economic 
and political status in Japan remains consistent, as this week the Bank of Japan kept its monetary policy unchanged as expected, 
keeping interest rates low. In addition, Prime Minister Shinzo Abe won a comfortable re-election as leader of his ruling party 
on Thursday,    
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In Australia, the S&P/ASX finished the week higher by 0.5%, to post a second consecutive week of gains. Miners lifted the index, 
benefitting from higher industrial metal prices, in particular copper which surged to a three-week high. Elsewhere, one of the 
key events was the news that ratings agency Standard and Poor’s had upgraded their outlook for Australia’s AAA sovereign 
credit rating from negative to stable. In their report, Standard and Poor’s highlighted that it expected “steady government 
revenue growth supported by the strong labour market and relatively robust commodity prices, to be accompanied by 
expenditure restraint”. The Australian dollar advanced on the announcement up to US 73.90¢. It finished the week trading at 
US 72.91¢. 

Fixed Interest 

Notably, the 10-year US treasury yield, which moves inversely to its bond price, carried on rising above 3%, a level not breached 
since May this year. The yield rose 8 basis points to 3.07% over the week, whilst 10-year equivalent German Bunds stayed 
relatively unmoved at 0.46%, only rising 1 basis point. Equivalent 10-year Gilt yields did rise 5 basis points to 1.58% 

Commodities  

Oil faced choppy trading this week, though oil prices settled higher overall for the period. Brent Crude oil finished higher by 
1.82% to finish trading at $79.51 a barrel, whilst WTI crude also rose in price over the week, by 2.64%. According to the 
International Energy Agency (IEA), US crude inventories fell by 2.05m barrels last week, following a 5.2m barrel drop previously. 
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