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US LAUNCHES MISSILES AND THE FED ASSESSES BALANCE SHEET
This week geopolitics comes to the fore, with a potentially momentous meeting between Donald Trump and China’s President Xi Jinping being overlaid 
with the US missile attack on Syria; a response to Assad’s outrageous chemical attack earlier in the week. It’s difficult to know what the ramifications 
of this might be. Vladimir Putin is presumably regretting rigging the election but additionally China is also likely to be displeased. China has previously 
vetoed any UN intervention in Syria, although they may be willing look the other way as a concession to the new US administration however. The bigger 
issues of North Korea and Trade are already difficult enough. 
Elsewhere there is an interesting conundrum developing at the US Federal Reserve as they ponder how to sell all the US government bonds they 
accumulated through QE. The policy implications are quite simple, sell the bonds back into the market, pushing the price down and thus raising yields 
assisting the Fed’s tightening cycle. However, the fall in bond prices will mean the Fed is technically going to be reporting billions of dollars of paper 
losses. This will be a gift to those looking to undermine the central banks independence. 

US: AIRSTRIKES SEND INVESTOR TO SAFE-HAVEN ASSETS
President Trump pressed the big red button in the early Asian trading hours on Friday, 
launching cruise missiles at an air base in Syria. The decision was a response to the 
chemical-weapons attack carried out in Syria on Thursday. The airstrikes happened 

just hours before a full day of meetings between Mr Trump and Chinese President Xi Jinping, 
where they are set to discuss trade and security issues such as North Korea. Elsewhere Russian 
President, Vladimir Putin, condemned the airstrike as a violation of international law. Although 
Russian military personnel were at the base during the attack, none were harmed.

Investors leaped into traditional safe-haven assets such as the Japanese yen and gold; gold 
surged to a five-month high and the yen climbed by 0.6 per cent. A big question mark surrounds 
Trumps ability to manage foreign-policy effectively and investors remain nervous that the rally 
in risky assets will unwind. US Treasury’s also rose and the 10-year yield dropped as low as 
2.29 per cent from 2.34 per cent on Thursday. Gold and the yen have since reversed some of 
their gains.

UK: DROP IN MANUFACTURING AND CONSTRUCTION PMI
Britain’s resilience following June’s referendum has slowed somewhat as the 
construction and manufacturing purchasing managers index (PMI) dropped last 
month. The PMI for construction came in at 52.2 compared to 52.5 in February 

(any number above 50 shows expansion and any number below shows contraction). The 
manufacturing PMI dropped from 54.5 in February to 54.2 in March, the weakest pace in eight 
months. These shifts indicate a loss of momentum in the sectors after healthy growth over the 
last quarter of 2016.

The cooling UK housing market continues to be a problem and although civil engineering 
remains a strong growth factor it has not been able to offset the drag from residential housing. 
Within the manufacturing sector suppliers remain under great pressure to manage material 
shortages and higher commodity prices. The pound dropped versus the dollar, as the PMI 
manufacturing and construction indices combined with reduced output in the services sector 
in January unnerved investors. 

MOTORS: TESLA PUSHES PAST FORD
Tesla overtook US motor manufacturer Ford in market value on Monday as investors 
look toward a driverless future. Tesla’s shares jumped 7.3 per cent to reach a market 
capitalisation of $48.7bn surpassing Ford, whose shares fell 1.7 per cent to $45.3bn 

after disappointing March sales results. The surge in Tesla’s share price occurred after positive 
news showed 25,000 cars had been delivered during the first quarter of the year. The release 
of Tesla’s Model 3, a mainstream priced electric vehicle, will help to determine the company’s 
ability to reach profitability.

Focusing on market capitalisation as a measure of a company’s value and scale may be a 
reasonable measure for some, but by ignoring Tesla’s measly 76,000 cars delivered last year 
compared to Ford’s substantially larger 6.6 million you ignore profitability. Fords continues to 
make money whilst Tesla does not. Although Ford remains the moneymaking option if we focus 
on enterprise value, which considers a company’s net debt or net cash position Tesla dominates 
at $60bn, whereas Ford is worth $39.1bn. 
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