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TRUMP! TRUMP! TRUMP!
The headlines have been completely dominated by the president elect, with only a late flurry of snow providing any sort of distraction for the British 
media. In truly unprecedented fashion the entire world was shaken by a single press conference. Currency markets convulsed, entire sectors crashed 
and the global geo-political order was strained, all in the space of an hour. The unpredictability of the soon-to-be most powerful person in the world is 
something that will take a lot of getting used to.

Elsewhere the Brexit negotiations competed vainly for column inches, with Teresa May giving an interview that further spooked foreign investors and 
pushed the pound even lower. While our negotiating stance might look muddled, it pales in comparison with OPEC and the other oil producing nations; 
although finally it seems the deal to cut production might actually be holding, as we saw two member nations announced cut backs from major 
producers this week.

US: TRUMP LEAVES MUCH TO BE DESIRED
The President-elect’s first press conference since winning the US election brought 
disappointment for investors. Trump attacked the pharmaceutical sector with 
comments about the lack of competition in the market and even went as far as saying 

“they’re getting away with murder” on product pricing. Pharmaceutical industry shares fell, 
Pfizer lost 2.2 per cent and Novo Nordisk dropped nearly 4 per cent in the aftermath of the 
conference. As well as this unexpected outburst there were more predictable statements 
surrounding manufacturing in the US rather than Mexico, which helped send the peso to an 
all-time low of 22.04 per dollar.

The conference focused on the leaked document BuzzFeed published this week rather than 
Trumps plans for fiscal stimulus. Trumpflation, a term that has been cutely coined to describe 
the boost to economic growth that Trump will bring, seems to lack substance given Trumps 
vague plans. The US 10-year Treasury yield lost 5 bps which last month was up 2.6 per cent. The 
dollar index (an index measuring the dollar against its major peers) has dropped 0.7 per cent.

UK: BREXIT BREXIT BREXIT
The British Prime Minister, Theresa May, confirmed there will only be a ‘hard Brexit’ 
and that “Brexit means Brexit”. Despite the consistency of May’s comments, the lack 
of information regarding the divorce negotiation continues to stress investors. May 

explained during her interview with Sky that Britain cannot keep “bits of membership” of the 
EU. This has been widely interpreted as meaning a complete exit from the single market. This 
is not unexpected given the UK can’t access the single market without accepting freedom of 
movement (a non-negotiable point for May).

The Prime Minister’s assurances for an ambitious deal have not stopped investors selling 
the pound, sending sterling to its lowest level since October versus the US dollar. Currency 
investors are not reacting to macro-economic data being better-than-expected but reacting to 
Brexit concerns and dollar strength. Meanwhile the FTSE 100 reached a record high, 7329, for 
the 14th successive day on Thursday. The index dropped 0.2 per cent after May’s statements 
however, the weak sterling continues to boost values.

OIL: SAUDI ARABIA CUTS PRODUCTION
Oil investors were pleasantly surprised this week as Saudi Arabia reduced output to 
less than 10 million barrels a day. The Kingdom has surpassed their target by 100,000 
barrels per day, cutting their output by 625,000 since October. Iraq has also stuck 

to OPEC’s agreement to reduce output to support the oil price, cutting production by 170,000 
barrels per day. The news sent oil prices up by $1.24 to $56.43 per barrel. Although OPECs 
agreement has been undermined by scepticism surrounding the member nation’s ability to 
maintain lower production levels, the six-month deal has got off to a promising start.

Elsewhere in Saudi Arabia the record-breaking debut bond issue is being followed with a further 
sovereign bond sale, expected in February. The kingdom is trying to curb its reliance on oil and 
finance their budget deficit as the collapse of energy prices since 2014 has put pressure on the 
nation. This pressure has forced the Kingdom to cut government spending and raise debt. The 
future initial public offering of state-owned Saudi Aramco is also part of Saudi Arabia’s plan to 
manage the shortfall.
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