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BRAZIL RECOVERY STORY IN JEOPARDY
Brazilian President Michael Temer is being threatened with impeachment after recordings surfaced allegedly showing his involvement in corrupt 
payments to an already jailed former speaker of the parliament. The MSCI Brazil was up 15% for the year on Tuesday, it is now down 4.5%. The reason 
for this aggressive reaction of the market is that investors had become extremely optimistic about the reform programme the generally market-friendly 
Temer was promising to implement: his social security reforms would put the country’s public finances on a surer footing.

We have heard a lot of punditry over the past 12 months suggesting that political risk is greater in developed markets than emerging markets following 
the Brexit vote, a nice bit of salesmanship from emerging market managers. Call us when two consecutive UK Prime Ministers are impeached for 
corruption.

GLOBAL: WANNACRY HITS HARD
Last Friday’s cyber-attack began in Europe as an unsuspecting computer user opened 
an email attachment. The WannaCry virus encrypted the user’s files and demanded 
a payment, in Bitcoin, to release the files. The two-phased attack used an obscure 

web address to determine if the virus was to continue or stop – if no website used the domain, 
the virus should continue. The second phase used any file-sharing on the victim’s computer to 
spread the virus further. Fortunately, a cyber analyst spotted phase one and bought the domain 
of the web address, forcing the virus to stop.

Approximately 200,000 computers across 150 countries were infected however, the hackers only 
raised $51,000 in bitcoin despite demanding a payment of $300 per computer. They are yet to 
move this money from their bitcoin wallets as although tracking the owners of bitcoin accounts 
is difficult, tracking withdrawals of money is easier. The price in bitcoin dropped $100 to $1700 
on Friday but has since recovered and remains near a record high after gaining 80 per cent so 
far this year.

US: SCEPTISISM SURROUNDING TRUMP INCREASES
President Trump seems to be having a tough time lately as a series of somewhat 
poor decisions stack up. First, former Acting Attorney General, Sally Yates, stated 
that Trump sat on information about former national-security adviser, Michael Flynn, 

being susceptible to Russian blackmail. Secondly, Trump fired FBI Director, James Comey, 
who had been overseeing an investigation into Russian interference in the election. Thirdly, 
the President shared highly sensitive classified information with the Russian foreign minister, 
information which had been obtained from an ally, who had not permitted its sharing. Finally, 
on Wednesday a leaked memo highlighted Trump was quoted by Comey as saying “He is a good 
guy. I hope you can let this go” when talking about the investigation into Flynn. 

The Trump trade continues to be questioned as his controversial behaviour worries investors 
that he will be unable to implement his proposed policies. Investors jumped into perceived safe-
haven assets such as gold and the Japanese yen versus the dollar following these releases. 
The ongoing concerns pushed global stocks lower, creating the worst sell-off since September 
on Wednesday and helping the dollar to reverse all gains made since the November election. 

UK: MAY MAKES SWEEP FOR MIDDLE ENGLAND
The Conservative, Liberal Democrat and Labour parties released their manifesto’s 
this week highlighting their campaign promises. The Conservatives focused on 
reducing immigration and worker’s rights. The Liberal Democrats are still holding 

onto Europe by promising to offer the public a second referendum, not to discount the first vote 
but to offer the public a vote on the final EU deal. Labour who have been fiercely criticised for 
fabricating the numbers have promised to hit corporations through a tax increase that would 
help support a boost to public sector spending.

Data released by YouGov shows the Conservatives are on track to win 45 per cent of the 
vote, Labour is in second place with 32 per cent and the Liberal Democrats follow with 8 per 
cent. YouGov suggest only 22 per cent of the public are hard remainers i.e. they believe the 
referendum result should be overturned. This suggest the Liberal Democrats are narrowing 
their voters pool substantially by focusing on a second referendum.

THE MARKETS THIS WEEK
FTSE 100

+0.48%
S&P 500

-1.20%
Nikkei 225

-1.47%
Euro Stoxx 500 

-1.55%
Hang Seng 

+0.07%
US 10 Yr

-0.08%
UK 10 Yr

0.00%
Brent Crude

+4.59%
Gold

+1.85%
Wheat
+0.94%

GBP USD 
+0.87%
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