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With a convincing win over his rival to the Conservative Party leadership Boris Johnson bounded into 

the role of new Prime Minister with his customary gusto. His new cabinet has been designed to give 

him the firepower he needs at the Brexit negotiating table and beyond and he has stepped up 

preparations for a no deal Brexit whilst pursuing a new round of discussions with the EU. To the vital 

role of Chancellor of the Exchequer, he has appointed a former banker. We hope he is as enamoured 

of spreadsheets as the previous incumbent. Previous proclamations regarding corporate tax rates 

would suggest that he is in favour of cutting taxes. Unfortunately the public sector net borrowing 

figures were worse than expected June’s CPI was 2% and retail sales fell 1.3% year on year. The PMI 

(Purchasing Managers Index) showed weakness in manufacturing and readings in the construction 

sector are at levels not seen since 2009. The Governor of the Bank of England has finally joined the 

rest of the gang in acknowledging the effects of slowing growth on interest rates. A tight labour 

market and wage increases in both the public and private sector of 3.6% are providing a challenging 

backdrop for UK corporate earnings. Both the UK and European Parliaments are about to begin their 

summer break. There are around 21 days when the UK parliament is scheduled to be in session 

between now and October 31st.  

 

The G20 summit provided welcome relief to the bad-tempered trade rhetoric. Mood music was good 

and Trump even agreed to US companies selling goods to Huawei. The next round of tariffs would 

hurt the American consumer and thus Trump’s re-election prospects so this new phase is likely to 

prevail. The global economic slowdown narrative has continued with the global PMI showing sharp falls 

in new orders and business optimism. China’s economy grew at its slowest pace in 27 years although 

at 6.2% it remains the stuff of envy in the west. The Eurozone was weak but the US remains in positive 

territory and the IMF made minor adjustments to its global growth as a result. The Italian Government 

cut their 2019 deficit target to levels that the EC deemed appropriate and avoided the “Excessive 

Deficit Procedure” which would have seen the heavy hand of European fiscal probity fall on the 

spending plans of the new government. After lengthy deliberations the EU leaders agreed the next 

President and head of the European Central Bank. The fact that the President does not take office until 

November means that the current team will continue to negotiate Brexit. Christine Lagarde is already 

well known as head of the IMF and her doveish views are public so the transition is likely to produce 

more of the same. We might even see a small change in the attitude to inflation on her watch. 

It has been another very good month for equity markets as expectations of US interest rate cuts 

continued. Expectations were met on the last day of the month and we received the long flagged 

0.25% reduction, the first since 2008. Surprisingly, the gold price surpassed the psychologically 

important $1,400. Recent gold price strength illustrates the extent to which markets are hedging their 

bets because it usually performs well in periods of weakness in other financial markets. The pound has 

taken a beating as the new Prime Minister stepped up preparations for a no deal Brexit. Some 

commentators are now forecasting parity with the dollar. One ray of hope could lie in the new-found 

dislike of the strong dollar by the US President but he will be targeting other currencies first. 
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There are changes to CGT rules on the disposal of second homes on the way. From April 2020 a 

second home owner will have to file a return and pay the tax within 30 days. It is a significant change 

from the previous system. There are also changes proposed to the rules on private residence relief 

from April next year. The final period exemption, designed to allow people to have a period of non-

occupancy at the end of ownership in case of delays to a sale, will be cut to 9 months. Lettings relief is 

another area targeted by HMRC although the proposals are not yet finalised. As always, we will keep 

you posted in S4W. 

 

S4W is taking its customary break over the summer and will be back in September. We thought we 

would offer a music play list this year rather than the usual worthy financial market reads. So, with the 

theme of finance in mind, here are our top picks. Happy listening and wishing you all a relaxing 

summer holiday. 

Brass in Pocket - Pretenders 

Money’s too tight to mention - Simply Red 

Loaded - Primal Scream 

Love over Gold - Dire Straits 

Money - Pink Floyd 

Reward - Teardrop explodes 

Gold - Spandau Ballet 

Money talks - AC/DC 

Tax Man - the Beatles 

Hi ho Silver lining – Jeff Beck  

FTSE 100 >7586.78| DOW >26,864.27 | HANG SENG >27,574.7| GOLD >£1,414.9  | £1=1.21 | £1 = €1.10 
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