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TRUMP AND XI STICK TO THEIR GUNS
This week, Peak Pegasus, a US cargo ship full to the brim with soybeans, raced across the Northern Pacific to beat a 25 percent import duty on one of 
the States’ most lucrative exports to China. Unfortunately, it arrived late, making it the latest casualty in the global trade war which now seems to be 
properly underway. As widely anticipated, the US imposed 25 percent duties on $34bn worth of annual imports from China late in the week, prompting 
this like-for-like retaliation from Xi Jinping’s government. We are likely to see a bit more of this back and forth before the situation improves. 

Elsewhere, Theresa May is retreating to Chequers to try to get her warring cabinet ministers to back a Brexit strategy which would keep the UK more 
closely-aligned to the single market and customs union. The outcome will likely be too soft for the Brexiteers and too hard for the remainders, and 
probably something already rejected by Brussels as unworkable. The leading Tory Brexiteer in classic Rees-Moggian style, has already announced that 
the plan could leave the UK “a vassal state in chains”. We will have to wait and see whether these talks force any more ministers to resign.

UK: HAWKISH CARNEY LIFTS STERLING DESPITE CAUTION ON TRADE
Mark Carney has expressed confidence that the UK economy will recover after its 
slow start to the year, feeding into expectations that the Bank of England will raise 
interest rates in August. “The incoming data have given me greater confidence 

that the softness of UK activity in the first quarter was largely due to the weather, not the 
economic climate”, Carney said on Thursday. He cited a recovery in both household spending 
and sentiment, while signs also suggest the labour market remains strong. The Bank expects 
inflation to rise in the short-term due to higher energy prices. The pound spiked against the 
dollar on the announcement.

However, the Bank of England governor also took the opportunity to warn global leaders of the 
potential costs of putting up trade barriers, citing the UK’s experience following the Brexit vote 
as a cautionary tale. Since the referendum, the economy has grown one percentage point less 
than the Bank had forecast. Uncertainty about the UK’s departure had hit business investment 
and while benefiting UK exporters, the weaker pound had dented consumer confidence.

EMERGING MARKETS: LEFTIST NATIONALIST WINS MEXICAN ELECTION
Anti-establishment candidate Andres Manuel Lopez Obrador has comfortably won 
Mexico’s presidential election. According to exit polls, the former mayor of Mexico 
City garnered between 43 and 49 percent of the vote; the first time that the country’s 

president will not be from the National Action or Institutional Revolutionary parties. Obrador, 
who will be sworn in on December 1 after a five-month transition period, has pledged to boost 
spending on infrastructure and pensions.

However, the president’s critics have argued that the appointment of a populist nationalist 
candidate could plunge the emerging market economy, which is blighted by corruption and a 
high murder rate, into crisis. The new president is, however, a supporter of the North Atlantic 
Free Trade agreement, which the country is still struggling to renegotiate with the US. While 
Obrador has held radical positions in the past, such as completely halting the country’s energy 
reforms, his election victory seems to have spurred on Mexican assets, with the peso and 
Mexican stocks strengthening on the result, a bright spot among troubled emerging markets.
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WORLD: CHINA RESPONDS LIKE-FOR-LIKE AGAINST US TARIFFS
The Trump administration has officially imposed 25 percent tariffs on $34bn worth 
of annual imports from China. The levies cover 818 different products including 
electric vehicles and a host of manufacturing inputs. The Chinese government has 

retaliated with tariffs on a similar value of annual imports from the US. However, rather than 
industrial products, China has targeted agricultural commodities such as soybeans, a lucrative 
US export to China, as well as crude oil. Trump has threatened to impose levies on a further 
$16bn and, following that, the country’s entire $500bn of annual imports from China, which the 
administration has said are currently in “abeyance”.

Asian stocks were actually trading slightly higher after the US tariffs were introduced, 
suggesting that the decision had already been priced in. This was no doubt helped by signs that 
Trump would not impose similar tariffs on car imports from the EU after all which caused EU 
automobile stocks to tick up markedly. However, the Chinese government’s decision to retaliate 
like-for-like against the US has caused the Shanghai Composite index to slide more recently.
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