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RISING US SHALE TAKES ITS TOLL ON OIL
This week the late reporting of the drastic fall in the oil price, caused for the most part by a jump in US Shale production, proved to be the most 
interesting development. Despite production cuts agreed by OPEC, US shale production has steadily increased, overwhelming any action to prop up the 
oil price. This has great relevance to investors, as the near doubling in oil prices since the low point of around $28 at the start of last year is the primary 
driver of the inflation we’ve seen creeping up across the globe. If oil is on its way down again, expect these inflationary pressures to reduce.

Elsewhere it looks like curtains for fledgling comedy The Paul Nuttall show. The slapstick about an incompetent UKIP party leader received dismal 
ratings in this week’s local elections, and looks set to be cancelled after the series finale next month. 

UK: MANUFACTURING GETS A BOOST BUT GDP SLOWS
The UK’s manufacturing Purchasing Managers’ Index (PMI), expanded in April at 
the fastest pace in three years as suppliers struggle to keep up with demand. The 
figure grew from 54.2 in March to 57.3 in April which is considerably higher than the 

forecasted 54. A number above 50 signals the sector is expanding whilst a number below 50 
signals contraction. As a result, the pound rose against the dollar and the FTSE 100 closed 
the day 0.6 per cent higher. The PMI for the construction and the services sectors also posted 
stronger than expected gains, providing a good start to the second quarter.

This is a rare good piece of data following the first quarter where the economy grew at 0.3 per 
cent, the slowest pace in a year, as rising prices hit consumer spending. The figure was down 
from 0.7 per cent in the previous quarter. Despite the negative press surrounding the GDP 
figure, one quarter of slow growth is not proof that the economy is struggling.

US: FED HOLDS RATES FLAT
The Fed unanimously voted to keep short-term rates flat on Wednesday noting that 
the slowdown in US GDP growth in the first quarter was likely to be transitory. The 
bank raised rates by a quarter point in March and anticipate two further increases this 

year. Analysts expect these hikes to take place in June and September. The Fed discussed the 
slowing economic activity during this month’s meeting, however the focus lay with the continued 
strengthening of the labour market and firmer spending from businesses, suggesting the Fed 
will not be deterred from their plans.

The expectation of a June hike jumped to 94 per cent following the meeting, up from 67 per cent 
just before. The dollar also climbed versus the yen as the likelihood of a rate hike next month 
looks almost certain. A few concerns over the coming months that could undermine forecasts 
and influence the Fed’s actions include: elections across the eurozone and the continuing 
Brexit tensions. 

GREECE: RELIEF FOR THE GREEKS
The €86bn bailout plan for Greece has been kept on course as a preliminary deal was 
reached on Tuesday with its international creditors. The agreement to release the next 
bailout disbursement sets the stage for discussions surrounding easing the country’s 

debt. The International Monetary Fund (IMF), have been involved in the discussions, however 
the fund is yet to join the country’s bailout as they believe the level of debt to be unsustainable. 
The fund will only resume lending if Europe can commit to substantial debt relief.

The struggling nation has committed to further fiscal cuts through pension reductions of around 
one per cent of GDP in 2019 and a similar amount in 2020 and tax increases. The government 
has also committed to labour reforms, privatisations and tax overhauls to sustain the economy 
and hopefully make it more competitive. Greek bonds and stocks rallied on Tuesday following 
the news of progress in the negotiations. The yield on the 10-year government bond dropped 34 
basis points and the Athens Stock Exchange climbed 3.1 per cent.
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