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EUROPEAN RECESSION FEARS DRAG MARKETS LOWER
A lot has happened in the markets this week, with Europe in particular causing consternation. It is probably more than coincidence that this week also 
saw the UK Independence Party, which was founded as an anti EU single issue movement, gain its first MP, and almost it’s second. While this is causing 
the political classes to have kittens it doesn’t really mean much to investors. This might change if they have a repeat performance in next year’s general 
election.

Politics is also playing its part in Europe. With Eurozone leaders “all in” on austerity after years of cuts and falling living standards, a U-Turn would now 
be political suicide even as the continent heads into yet another recession. It seems unlikely there will be a change of position now until after the next 
round of elections in France and Germany in 2017. In the meantime it will be up to the ECB to halt the slide into deflation.

UK: WEAKER BUSINESS SENTIMENT EMERGES
Weakness in the UK growth story resurfaced after official data showed manufacturing 
grew by just 0.1 per cent between July and August, and survey data from the British 

Chambers of Commerce also showed a corresponding slowdown in sales growth. Declining 
services PMI survey data also hinted towards a slipping of confidence. While the data is a far 
cry from contraction, as George Osborne pointed out, regardless of praise from the IMF the UK 
recovery is highly exposed to the state of Europe’s economy. 

Further to last week’s fall in nationwide house prices, a survey by the Royal Institution of 
Chartered Surveyors indicated that London prices have fallen for the first time in over three 
years in September. This is a welcome development, and hopefully marks the beginning of the 
end to a period in which London property was viewed as a one way bet and the biggest reason 
to raise interest rates.
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EU: GERMAN FACTORY DATA DISAPPOINTS
Fears of the Eurozone falling back into recession weighed on markets this week, after 
the IMF estimated a 40 per cent likelihood of a triple dip recession. This compounded 

the negative sentiment surrounding the 5.7 per cent monthly fall in German factory orders 
during August. This was more than double expectations and the worst such figure since 2009. 
However what has been more worrying is the persistent reluctance of the German government 
to deviate from tightening spending.

In the face of falling inflation expectations ECB president Mario Draghi reasserted that the 
central bank remains ready to implement necessary measures at the IMF annual meeting this 
week, and called once more on the governments to help boost growth. The interesting question 
raised here is, would you rather be the government that oversaw a triple dip and potentially 
prolonged recession, or that which tried to stave off the recession and in doing so increased 
the national debt?

EM: WORLD BANK ADDRESSES EBOLA’S ECONOMIC IMPACT
Ebola continues to tear through West Africa with the latest death toll now over 3,800. 
Economic costs to the region have been rising in a similar fashion; the latest impact 

assessment released by the World Bank Group showed the already serious effects on the three 
worst-affected countries: Guinea, Liberia and Sierra Leona. With Western countries such as 
Spain and the USA now dealing with their own cases, the situation merits concern. The two-
year financial impact to the West African region could be as high as $33 billion by the end of 
2015 if the epidemic was to spread further, which have includes some much larger economies.    

A 20 to 40 per cent decline in commercial demand has already been observed, and runs 
alongside major mining and agriculture companies pulling resources from the region resulting 
in a slowdown in economic growth.  While these nations are unlikely to feature in many people 
portfolios, Africa as a region is tipped to be one of the fastest growing markets of the next 
twenty years and any set back from the Ebola outbreak will have long term repercussions.

THE MARKETS THIS WEEK
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