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MARKETS SETTLE DOWN FOR SUMMER
This week has been a bit quiet by recent standards, as most of the western world slows down for the summer holidays. With the Prime Minister walking 
through the Alps, we’ve had to settle for second rate drama from some of the governments bit part players. This week’s episode was about someone 
called Liam Fox and chickens. It started poorly and petered out quickly from there. On the other channel, some Americans talked about, but ultimately 
didn’t, repeal Obamacare. Markets have been equally disinterested. This is likely the way it will stay for the next few weeks, without even a traditional 
summer Euro crisis to break the monotony.

While nothing immediate is happening, we did get a hint about the future. In the same week that Shell announced they are preparing for a future of 
permanently low oil prices, Britain also announced it will ban the sale of petrol and diesel cars in 2040. While it is still about five years after many 
analysts believe the internal combustion engine will have stopped being competitive with electric cars, it means the post oil economy is finally in sight.

UK: UK MOVES TOWARDS CLEANER AIR & OPEC SOLDIERS ON
New diesel and petrol cars will be banned in the UK from 2040 in a move to tackle air 
pollution. Local authorities will be given financial support from the government, with 
£40m of a £3bn clean energy fund available immediately. If authorities are unable 

to reduce emissions sufficiently, the next step could be charging zones in some of the most 
polluted areas. The announcement comes amid signs of an accelerating move towards electric 
cars. All new models at Volvo will have an electric motor from 2019 and BMW announced this 
week that a fully electric version of the Mini will be built in Oxford the same year.

Elsewhere, OPEC acknowledged on Monday that several countries are not keeping their 
promises to curb production. OPEC had been placing all blame for the weak oil price on the 
climbing number of US drilling rigs. At Monday’s meeting, Saudi Arabia took further steps to 
prop up the price by reducing its planned exports for August. Nigeria has also agreed to curb 
output after being exempt from last year’s agreement. Oil climbed one per cent following the 
news.

US: REPUBLICAN EFFORTS FALL FLAT
The senate voted on Tuesday to begin a debate on a bill to repeal major provisions 
of the Affordable Care Act, also known as Obamacare. The narrow 51-50 vote was 
won when Vice President Mike Pence broke the tie. Trump’s pushiness this week to 

‘encourage’ Senate Republicans to vote his way didn’t stop two Republicans straying to join the 
Democrats, all of whom voted against the debate. Just hours after the initial triumph a bill that 
would largely repeal Obamacare fell short 43-57, this was followed with a further ‘skinny’ bill 
that also failed.

Meanwhile, Trump is struggling to improve relations with Russia as the US House of 
Representatives overwhelmingly voted for sanctions intended to punish Russia for interfering in 
the 2016 election. The White House implied President Trump would likely support the legislation 
however, the ongoing investigation into Trump’s campaign links to Russia has put the President 
in an awkward position. The dollar index, which measures the dollar against its peers, fell to its 
lowest close on Thursday since June.

GREECE: RECOVERY MOVES FORWARD WITH NEW BOND ISSUE
Following the successful bailout negotiations, recent upgrades by credit-rating firms 
and a rally in Greek bonds the country announced it would return to international 
bond markets for the first time in three years. The country’s GDP returned to growth 

in 2017 following a marginally negative 2015 and an almost flat 2016. Greece plans to swap 
outstanding bonds set to expire in 2019 for new ones with a maturity date of 2022. Holders of 
the older bond with a 4.75 per cent coupon were given the option to cash in their securities or 
swap their holdings and receive a cash incentive. Greece will pay €102.60 per €100, a generous 
offer considering that a year ago, the bond was trading below €90. 

US investors bought 44 per cent of the five-year €3bn bond sold on Tuesday and just over half 
of the buyers were existing holders of Greek debt maturing in 2019. Greece needs to prove the 
country can refinance its debt following the end of the bailout program in August 2018. Although 
Moody’s and S&P have issued positive outlooks for Greece, it’s rating remains in junk territory. 
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