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ITALY PASSES THE BLAME TO AVOID HOMEGROWN ISSUES
A collapsed bridge in Italy this week that left 39 dead has further widened the cracks in the Italian government. The Eurosceptic League pointed the 
blame at the EU for restricting maintenance spending, while the Five Star Movement aimed its fire at the motorway operator responsible for the 
maintaining the bridge. It may be time however, to stop playing the blame game and start with the man in the mirror as Italy’s problems are homegrown. 
The government announced a state of emergency over the incident, but one hopes it may persist long after the investigation is over, as Italy’s huge 
burden of debt and fiscal weakness should really fall under the bracket of an ‘emergency’. 

Elsewhere, a Chinese delegation has confirmed it will travel to the US later this month to discuss trade talks, leaving nobody any the wiser in this game 
of machismo between the two global superpowers. Markets may have reacted optimistically, but it remains to be seen whether we should feel the same.

UK: NO-DEAL EDGING CLOSER
Sterling continues its decline and is set to reach its sixth weekly loss in a row as 
the possibility of a no-deal Brexit weighs heavy on the UK. Ratings agency Fitch has 
expressed this week that a no-deal Brexit is becoming more likely as it becomes less 

confident that the two parties will reach an agreement by the 2019 deadline. The UK’s foreign 
secretary Jeremy Hunt has warned that if we get a “messy” no-deal Brexit, the pound could 
incur sharp losses in the short term. It would be “a mistake we would regret for generations”, 
Hunt added. 

Nevertheless, there was some positive news to come out the UK this week. Retail sales grew 
0.7 per cent this month, beating analysts’ expectations. According to the ONS, the boost was 
aided by the World Cup, online discounts and sunny weather. The housing market is strong on 
the whole but London remains to be a drag on the rest of the country.

EUROPE: ATLANTIA’S STOCK TUMBLE HURTS AN ALREADY DOWN ITALY
Atlantia suffered its biggest fall in history as its shares plummeted 25 per cent on 
Thursday, resulting in the Italy FTSE MIB index also falling to its lowest level since April 
last year. The shares dropped after the Italian government revealed their intention 

to strip Autostrade, the company responsible for maintaining the bridge and a subsidiary of 
Atlantia, of its concessions and impose fines upon the company alongside launching a criminal 
investigation into the incident which caused the deaths of 39 people. 

Italian investors have not eased on their negativity towards the country since the political 
turbulence in May. Two-year government bond yields are more than two times higher than a 
month ago at 1.2 per cent, while the yield on the ten-year government bond is up 60 basis points 
to 3.1 per cent and its spread with German 10-year bunds is at its highest level since May. The 
instability in Turkey is partly to blame, but the fragility of the country’s banks, which are heavily 
invested in Italy’s government bonds, are a real concern. 
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EM: EMERGING MARKETS ENTER BEAR MARKET
Emerging markets have officially fallen into a bear market as the MSCI Emerging 
Markets index is down more than 20 per cent since January this year. The decline 
comes amidst a growing concern amongst investors over the region with the trade 

conflict between the US and China weighing heavily on emerging market prospects, while fears 
are mounting over slowing growth in China. This week, Tencent, the region’s largest company 
reported its first profit fall in over a decade as its gaming revenues struggle. Other big stocks in 
the emerging markets were hit with a knock-on effect as Samsung fell to a new one-year low.

The bad news for the region comes amidst some good news for one of the more troubled 
economies in it, Turkey. The lira had a small bounce back on Thursday as the Turkish 
government cracked down on the short selling of its currency, which has hit levels that are 
concerning investors around the globe. A confirmed $15 billion loan from Qatar has also helped 
boost the country’s economic prospects as it attempts to avert a financial disaster.
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