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YET ANOTHER COMPANY EXITS THE UK
This week we had a reminder that while the ultimate outcome of Brexit is unknown, companies don’t have the luxury of waiting to find out. Panasonic 
became the latest company to move its European headquarters from London, adding to announcements from Unilever, EasyJet and Goldman Sachs to 
name but a few. Despite the consolatory tones from Barnier this week, even the softest of Brexit’s won’t reverse the cost of uncertainty already paid.

Elsewhere we got to witness yet another liberal democracy devolve into a shambles as Australia’s ruling coalition ousted the Prime Minister to appoint 
a new leader, its sixth in ten years. The new man in charge is Scott Morrison, a pro-coal Christian conservative, although for how long is anyone’s guess. 
He has already lost his majority and is even less popular than Malcom Turnbull, the leader he deposed. With Canberra quickly becoming the coup 
capital of the world he might not even make it to the general election in May 2019.

UK: BARNIER’S BREXIT COMMENTS BOOSTS BREXIT HOPES
Brexit hopes were boosted after the EU’s chief Brexit negotiator Michel Barnier 
promised the UK a special partnership on Wednesday. The news was well-received 
and pushed the pound up 1.2 per cent against the dollar breaking $1.30 for the first 

time since the beginning of the month, while government bond yields dropped. However, the 
optimism was short lived after Barnier indicated that the EU is also preparing for every possible 
outcome including a ‘no deal’ causing the sterling to slip by 0.3% against the dollar.

Meanwhile, Theresa May becomes the first Prime Minister to visit Africa in the last 5 years 
kickstarting a three-nation tour of the continent in an effort to forge a relationship for future 
commercial opportunities. It is estimated that by 2030 the continent could double its output 
and an estimated quarter of the world’s population will reside there by 2050. May pledged to 
continue the annual investment into the continent, which currently is the second highest of the 
G7 countries at $57 billion.

US: NAFTA CRUNCH TALKS BETWEEN US, MEXICO AND CANADA 
This week Mexico and the US announced a bilateral trade agreement between the two 
countries. The revamped NAFTA deal outlines an agreement for Mexican car exports 
to the US whereby 75% of the car parts must be made in North America, at least 40-

45% of which must be made with workers earning at least $16 per hour. The deal also ensures 
that existing agreements such as tariff-free trade for farm products is maintained. 

Canada, the third member of the agreement, has yet to agree to the deal with talks ongoing and 
a resolution is expected to be provided this Friday. Failure to join the deal could lead to Canada 
being removed from trade access although this could complicate passing the deal through 
congress if this happens. The current NAFTA agreement accounts for $1.2 trillion in annual 
trade between the countries. Off the back of the bilateral agreement, the S&P 500 continued its 
record breaking run while the Nasdaq, Russell 2000 and FTSE 100 also posted positive results 
with the FTSE climbing up by 0.1% after the announcement.
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EM: TURKEY SUFFERS BLOW AFTER BANK RATINGS DOWNGRADE 
Turkish lira woes continued this week as ratings agency Moody’s downgraded the 
credit rating of twenty of the country’s financial institutions causing the currency to 
fall 2% against the dollar. Analysts at Moody’s said the downgrade was the result of 

a “substantial increase in the risk of a downside scenario,” for the banks. There are worries 
that a shift in negative sentiment could lead to a closure of the wholesale markets and leave 
the country’s bank struggling for funding. Until recently, the currency had stabilised following 
a slump earlier this month, but it has resumed its decline having dropped 9% this week so far. 

The lira troubles are causing a ripple effect on other emerging markets with the Argentine 
peso feeling the brunt of the currency drop.  The IMF recently agreed to revise its bailout plan 
for Argentina after President Macri pleaded for a speed up of the bailout. The peso suffered its 
biggest fall in 3 years to reach new lows and is down 45 per cent year-to-date. The country’s 
central bank’s attempt to stop the fall on Thursday through rate hikes intensified the drop and 
left it 12 per cent down for the day.
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