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TRUMP AND JUNCKER BOND AT UK’S EXPENSE
This week we were treated to the now familiar show of Donald Trump taking credit for solving a self-induced crisis. After meeting with EU chief Jean-
Claude Juncker, not only has there been an agreement to scrap the trade war, but the pair also signalled a reduction in all tariffs; including on politically 
sensitive farm goods. The deal comes at a tough time for the UK, as one of the few remaining pillars of the Brexit faith has been a bilateral trade deal 
with the US. With nothing like the same negotiating position, it is unlikely the UK will be able to match the terms that the EU might now secure. 

Elsewhere, the sight of Donald Trump succeeding where David Davis failed, with nothing more than a few incoherent tweets, tells you all you need to 
know about the competence of the UK’s Brexit negotiators. This was confirmed when the new Brexit minister, Dominic Raab, was side-lined after just 
a week on the job. That Theresa May has had to step in to provide leadership probably means warnings to stockpile food and medicine should be taken 
more seriously. 

GLOBAL: EU AND US PROCLAIM “NEW PHASE” IN RELATIONS
President Trump and European Commission President Jean-Claude Juncker have 
pledged to “work together toward zero tariffs, zero non-tariff barriers, and zero 
subsidies on non-auto industrial goods.” They have also made an agreement to work 

towards reform of the World Trade Organisation, which Trump has accused of treating the US 
unfairly. Trump also claims that the EU has agreed to buy “a lot more soybeans” and will also 
become “a massive buyer of liquefied natural gas”. However, no date has been set for talks 
between the two sides’ senior trade advisors.

Nevertheless, the news has eased market concerns about the US-EU trade relationship, with 
European equities and in particular Germany’s exporter-heavy DAX index ticking upwards on the 
news. Despite being no mention of dropping the threatened tariffs on EU car imports, European 
automobile stocks also ticked upwards on the development. However the promises are vague 
and controversial tariffs on European steel and aluminium will remain in place for now.

TECHNOLOGY: FACEBOOK SHEDS $120BN ON WEAK GROWTH NUMBERS
On Thursday, shares in Facebook dropped by more than 20 percent after the social 
media giant reported disappointing second quarter results and revealed that it 
expects revenue growth to decline for the rest of the year. Operating margins are 

also expected to decline over at least the next three years. The slide in share price meant 
Facebook lost around $120bn in market capitalisation, one of the biggest ever single-day drops 
in a company’s market value. This comes only a day after Facebook shares reached an all-time 
high.

The poor second quarter results come after the Cambridge Analytica scandal, which caused the 
a similarly sharp share price drop in March, only for shares to recover in the following months. 
However, even after the sell-off, the stock is still up 8.5 percent compared to this time last year. 
Meanwhile, Amazon has toppled expectations, with earnings per share more than doubling 
Wall Street forecasts, sending the stock surging. Strong earnings have been driven by its foray 
into the profitable cloud computing segment and its already booming online retail business.
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JAPAN: BOJ PLEDGES UNLIMITED BOND PURCHASES FOLLOWING YIELD SPIKE   
This week, the benchmark yield on ten-year Japanese government bonds spiked above 
0.104 percent, reaching its highest level over one year. Ten-year government debt 
sold off on various media reports suggesting that the Bank of Japan is considering 

tightening its currently ultra-loose monetary policy when it meets next week, to help the 
country’s ailing banking sector and other lenders. However, inflation remains well below the 
Bank’s two-percent target and wage growth has been disappointing. Also, year-on-year growth 
was weak in the first quarter and early estimates show the economy shrinking between 2017 Q4 
and 2018 Q1, making it unlikely that any significant tightening will take place next week.

Further dampening the probability of a rate hike, the Bank of Japan engaged in a round of bond 
buying to push long term rates closer to zero and further stimulate the economy. The policy 
seems to have worked, at least for now, as yields dropped from their previous highs. Despite 
this, fears of a rate hike still weighed on both the Yen and the stock market.
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