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S4W JULY 2018 

OUR REVIEW OF KEY EVENTS DURING JULY 

01/08/2018 

 

GLOBAL FINANCIAL NEWS 

The effects of tax cuts in the US are now being felt not just in corporate earnings but in the overall GDP 

figures. The second quarter growth rate of 4.1% is a 4-year record for which Trump can take much of the 

credit. Markets will now turn to the question of what he will do when the effects wear off in 2020, the year of 

the next Presidential election. The midterm elections in November may provide some clues. A welcome 

breakthrough in US negotiations with the EU over trade came at the end of this month with both sides 

agreeing to eliminate tariffs on Industrial goods. The IMF has warned that the impact of the global tariffs could 

lower the annual growth rate of the global economy by 0.5% by 2020 so the stakes are high. Trump has 

stepped back from the brink with the EU and can claim to have wrung concessions for his electorate. Now all 

eyes will turn to China’s response. Elsewhere the EU and Japan have finally agreed the largest bilateral trade 

pact after 5 years of negotiations. The hoped-for recovery in confidence across the Eurozone appears to be 

on track with car sales up 5% year on year in June. The contrast with the UK where car sales fell 3.5% is stark. 

 

DOMESTIC NEWS 

The Government’s tortuous path to BREXIT has been well documented, its twists analysed in minute detail, 
only to be re-written at the next turn. Trump’s visit to the UK was unhelpful as he continued his mission to 
excoriate the EU over tariffs and NATO over spending. Certainty was in short supply and the currency markets 
have reflected this with another downward move in sterling. Nevertheless, there is now a paper on which to 
negotiate – an improvement for a Government which has spent too long negotiating against itself. By deciding 
to prioritise the close relationship with Europe in establishing a customs partnership, the trade in goods may be 
safeguarded. But such a compromise on services which account for about 80% of the UK economy may be 
harder to come by due to the red line over the control of migration. The EU has already said that the financial 
services proposals are unworkable. Parliament may be in recess but for the BREXIT teams on both sides of the 
Channel summer holidays will be fleeting if at all. 

 

MARKETS  

Trade tensions have held sway over markets this month, weighing heavily on Asia and to a lesser extent Europe. 

The relief following the EU/US press briefing was measured with strong gains on the day. Dollar strength has 

also been an issue, prompting an attack on the Federal Reserve by the President over interest rate rises. If 

anyone has pointed out that these are as a direct result of the pump priming of the US economy through his 

very own tax cuts, it has fallen on deaf ears. Emerging markets have been hit by a combination of dollar strength 

and trade war worries. The US market has responded to a strong set of Q2 earnings reports although some 

key technology stocks have retreated significantly from recent highs. Despite weaker than expected inflation in 

the UK there is still a broad consensus for rate hikes in August. The Bank of England needs some more 

ammunition to steady the economy come March 2019. 

 

PENALTY POINTS HMRC STYLE 

No, not another reference to the Football World Cup. In an effort to target repeat late tax filing offenders 
HMRC has started consultation on a points-based system rather than the current automatic £100 penalty 
system. It is proposed that recent compliance history will be taken into account before a penalty is imposed to 
help small businesses and landlords who face a significant extra reporting burden under the Making Tax Digital 
programme. Penalty points will be “awarded” for each late report and once a threshold has been breached a 
penalty payment will be triggered.  
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HOLIDAY SEASON UNDERWAY 

Market volumes are down as the great summer get away begins. S4W will also be taking a break and back in 

September. In the meantime, we bring you a selection of summer reading, courtesy of JP Morgan, which you 

may like take a look at while away. We wish you a restful and enjoyable summer break. 

 

‘Factfulness: Ten Reasons We're Wrong About The World - And Why Things Are Better Than You Think’ by 

Hans Rosling. BBC Radio 4 book of the week and on a number of best seller lists. A look at some simple 

topics relating to global trends that humans cannot get right but a chimpanzee choosing answers at random 

would. Worth a read in this world of Trump/Brexit/global trade wars.  

 

‘Freakonomics: A Rogue Economist explores the hidden side of everything’ by Steven Levitt and Stephen 

Dubner. Data mining is used to probe human behaviour in all walks of life— from the incentive structures for 

estate agents and the pricing of your home to the socioeconomic patterns of naming children.  

 
‘Scale: The Universal Laws of Growth, Innovation, Sustainability, and the Pace of Life in Organisms, Cities, 
Economies, and Companies’ by Geoffrey West. This book looks at complex systems, from biology to urban 
society and business, through the lens of how scaling up affects not just business but also, for example, cities. 

 
FTSE 100 >7,652.91| DOW >25,333.82 | HANG SENG >27,693.67| GOLD > $1,222.45 | £1= $1.31 | £1 = €1.12 
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