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MARKETS SUFFER  ANOTHER TOUGH WEEK 
This week has seen a huge sell off in markets as various fears begin to take hold. The scale of the Ebola outbreak is perhaps the most visible, but while 
devastating for the countries involved is of little importance to the global economy.  The current estimates of 9000 deaths makes this one of the more 
minor diseases ravaging Africa, when compared to World Health Organisation estimates of 627,000 deaths from malaria last year.

The selloff is more down to a correction based on lowered expectations. A lot of markets had priced in economic recovery in Europe, which is now 
looking less likely. We expect prices to readjust based on stagnation in Europe and slower growth in China and then settle down. While the UK and 
US are not immune from these issues, returning to modest long term average growth still appears likely. News today that the Bank of England is 
considering keeping rates lower for longer is welcome and should ensure the recovery sees off the current head winds. Expect similar noises from 
Janet Yellen soon.

UK:EXAGGERATING TAX CUTS PROPOSED
Before economic concerns began dominating the week, David Cameron has floated 
the idea of tax cuts despite a headline deficit of £75billion next year. A promise of 

£7.2billion of tax cuts to be made in the next parliament needs to be viewed alongside 2010 
promises on inheritance tax and the continued commitment to austerity and deficit reduction.

While some tax cuts would be paid for by £25billion of proposed spending cuts, there is still 
uncertainty on where the axe would fall. Would the £7.2 billion tax giveaway be paid from the 
£25billion slashed from education, police, welfare and other vital services or will they raise VAT 
on families and pensioners once again? All these options are likely to be unpopular; expect 
details to remain thin on the ground until after the election.

WEEKLY MARKET COMMENTARY    17 OCTOBER 2014

EU:FEAR RETURNS WITH DISSAPOINTING ECONOMIC DATA 
Low inflation and recent weak growth in core countries, particularly Germany, have 
raised concerns causing European stocks to tumble 3 per cent to their lowest close 

in a year.  With prices falling in five countries including Spain, Italy and the biggest drop in 
Greece, investors fear about the impact on the world economy generally sending all markets 
sliding. Such troubles have raised fears of a repeat of the sort of Euro Zone crisis sparked by 
sovereign debt worries in 2011. 

Concerns have also been raised by investors about Greece’s plan to end its emergency aid 
programme earlier than expected.  Across Europe, investors have moved to reallocate their 
money away from debt issued by countries at the regions periphery into German Bonds.  Again 
raising questions over the wisdom of current fiscal policy in Europe.   

US: HOPE OF DELAYED QE TAPER LIFTS MOOD
The mere mention of a delay to tapering QE by James Bullard, a non-voting member 
of the Federal Reserve, was enough to see markets rebound today. In absolute terms 

this means very little; the Fed is only purchasing a combined total of $15bn per month, though 
we feel it is the accommodative theme ahead of this month’s gathering that is likely driving 
positive sentiment. The idea of prolonging monetary stimulus is at odds with the domestic US 
economy, which saw a rise in industrial output and much improved budget deficit this week.

US crude oil came just a cent away from the $80 mark during Wednesday’s trading, continuing 
the slide in global crude prices. As the US versus Opec supply war and falling demand 
continues to bite into prices, the International Energy Agency’s report concluded that demand 
would indeed slow into 2015. While this will undoubtedly place further downward pressure on 
inflation, cheap oil should provide a further boost to the global economy.
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