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CARNEY CONTINUES WAIT AND SEE
This week the most interesting news was nothing. Specifically, the nothing done by the Monetary Policy Committee, which opted to leave interest rates 
at its current level. While this was broadly predictable, inflation has already started to tick down while a handful of economic indicators also appear to 
be slowing, it is none the less significant. This week was probably the best chance for a rate rise in the foreseeable future, if headline inflation of nearly 
three per cent isn’t enough for the bank to pull the trigger we have a useful marker for where the bar is, and its clearly quite high.

The caution at the Bank is welcome. The risks to getting this decision wrong are very one sided. If they’re wrong to delay and inflation continues to rise, 
then hiking rates in a couple of months’ time is still an option. However, increase rates too soon and you risk stalling the economy, even triggering a 
recession. Do this and there is nothing left in the tool kit to put things right again. Higher short term inflation seems inevitable as this calculation is 
unlikely to change for a while.

VENEZUELA: MADURO EASES IN NEW ASSEMBLY
This week ushers in the newly elected Venezuelan National Constituent Assembly 
that will be tasked with drafting a new constitution. The outcome was a foregone 
conclusion despite four months of demonstrations, at least 100 deaths officially, 

Tuesday’s arrest of opposition leader Leopoldo Lopez and no opposition candidates standing. 
The White House’s statement condemning Maduro’s dictatorship adds to the discredit and 
deepening isolation of Venezuela. With turnouts disputed at between 3.5 million – 8 million 
amongst other gripes, the chief prosecutor Attorney General Luisa Ortega has called for an 
independent audit, but her tenure has most likely now come to an end.

Venezuela’s sovereign credit default risk keeps climbing as their currency keeps falling. It lost 
a further 60 per cent over the last month. With the assembly to be inaugurated this Friday, 
there seems little hope for the 80 per cent of Venezuelans living under the minimum wage. The 
Venezuela Stock Market (IBVC) index is up 1,100 per cent this year alone thanks to depreciation 
and inflation currently stands at 720 per cent. 

US: MARKETS EDGY AS WHITE HOUSE RESHUFFLES
We were provided with yet another busy week for the White House. As well as firing 
the controversial Anthony “the Mooch” Scaramucci Trump also managed to sign two 
bills. One was backing plans to cut US immigration by half and prioritising education 

and skills over family ties when it came to deciding who would enter the country. The other bill 
was punitive action against Russia for meddling in last year’s elections in what Moscow calls 
“trade war”. The Russian MICEX and previously weakened Rouble were unperturbed.

However, what did move markets were weak manufacturing numbers that shifted markets into 
a risk-off sentiment as investors waited on Friday’s payroll numbers. When the announcement 
came, the figures were better than expected as the US economy added 209,000 jobs in July and 
the unemployment rate slipped to 4.3%. Earlier in the week, the Dow Jones would hold onto its 
record defying, Apple aided 22,000. Apple’s surge of 4.73% earlier in the week helped the Dow 
Jones break a milestone. The S&P 500 and Nasdaq would meekly retreat. 

EUROPE: EURO STRENGTH GIVING SWISS AIR TO BREATHE
The Euro rally resumed on Wednesday following the trend of improving prospects for 
the region as earnings, economic growth and inflation eke higher across the board. 
Even as the number of jobseekers remain high in France with general slack across 

the Euro Zone, support for the Euro and EU remains high. In Austria, the Eurosceptic FPO have 
slipped into 3rd place. 

The strength of the Euro is finally giving the Swiss Franc and the Swiss National Bank respite, 
with the bank being afforded an opportunity to cut back on its balance sheet, and the weaker 
currency helping exporters. The franc has fallen 4.2 per cent in the last 10 days. We anticipate 
that with the SNB holding steady and financial markets expecting the ECB to begin scaling back 
its stimulus programmes, the respite might prove temporary. 

THE MARKETS THIS WEEK
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