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BREXIT BACKLASH
This week we started to see the reality of Brexit as some of the mechanics of the transition become visible. A decision to quit Euratom, the European 
nuclear watchdog, shows just how deeply reliant the UK is on European institutions. This hidden infrastructure that the country has relied upon for 60 
years is only now entering the public consciousness, as people realise there is more to Brexit than immigrants and bendy bananas.  

While it’s likely that article 50 is irreversible; to achieve the hard Brexit that seemed inevitable only a few months ago, a lot of things need to happen. 
A weak and unpopular prime minister needs to keep together a fragile government, public support needs to be maintained in the face of worsening 
economic conditions and mounting costs, and serious technical challenges of regulation and infrastructure, many of which are not yet fully understood, 
need to be solved. All the while Theresa May has to deal with pressure groups, her reality-challenged backbenchers and the prospect of being knifed by 
Boris Johnson at any moment. Even the most optimistic Brexiteer would be a fool to offer you more than even money on a clean break.

US: TRUMP JR. IN HOT WATER
This week Trump Jr. tweeted images of an email exchange he had with Rob Goldstone 
in June 2016. The emails show Goldstone offering potentially damaging information 
on Presidential candidate Hilary Clinton, from a Russian source. Following the email 

exchange, a meeting was arranged between a Russian lawyer, Trump Jr, Trump’s son in-law 
and Trump’s former campaign manager, however, no information was provided. Trump Jr. 
maintains that Trump didn’t know about the meeting however, Trump promised big news about 
Clinton’s crimes in a speech just a few days after the first emails.

The White House is concerned that this latest story will make it more difficult to push forward 
with the President’s policies regarding health care, tax reform and infrastructure. If the 
Senate’s bill passes to repeal Obamacare it is estimated up to 22m Americans could lose 
their insurance. The Senate’s version will see most of Obamacare destroyed by scrapping the 
mandate that every American must have health insurance. This will push up premiums as the 
young and healthy opt out leaving the older and sicker Americans.

MONETARY POLICY: BONDS BOUNCE BACK
Global government bonds stabilised this week following the two-week sell-off. 
Hawkish comments from major central banks had unnerved bond investors and sent 
yields soaring. Yields fell at the start of the week as bond investors relaxed slightly. 

The ten-year UK gilt yield dropped to 1.26 per cent and the 10-year German bund yield dropped 
to 0.54 per cent. However, throughout the week these have climbed slightly. The yield on the 
broad Bloomberg Barclays developed-market sovereign bond index hit 1.02 per cent last Friday 
from 0.87 per cent at the start of June.

The Federal Reserve Chair, Janet Yellen commented this week that the central bank will need 
to keep gradually raising interest rates, but not to levels seen in previous cycles. Central banks 
continue to use words like gradual and slow in a bid to avoid a repeat of the 2013 taper tantrum. 
These comments helped bonds recover and the 10-year US Treasury note yield dropped to 2.31 
per cent from 2.34 per cent. Yellen’s comments proved particularly helpful for emerging market 
currencies with the South African rand, Turkish lira and Russian rouble leading the rally.

UK: THE GREAT REPEAL BILL REVEALED
The repeal bill, published on Thursday, ensures the same rules apply in the UK after 
Brexit, but gives the UK Parliament the power to alter them. The first line of the bill 
says that the European Communities Act 1972, which took Britain into the EU, will be 

repealed on exit day, ending the supremacy of EU law and stopping any new regulations from 
Brussels. The bill is not expected to be debated by MPs until the Autumn and the Conservatives 
remain reliant on the Democratic Unionist Party’s support to win key votes. 

Elsewhere in the UK, the employment rate hit a record high and joblessness fell to 4.5 per cent 
– the lowest rate since 1975. Annual average weekly earnings grew 1.8 per cent while inflation 
accelerated to 2.9 per cent following sterling’s depreciation after the Brexit vote. Official 
forecasts suggest that the average UK worker will still earn less in 2021 than in 2008. Despite 
this depressing statistic, 175,000 people found work in the three months to May, according to 
the Office for National Statistics.
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