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Musings

Last week in the markets

News from the markets

“Wealth consists not in having great possessions, but in having few wants.”

It was a relatively quiet week in the financial markets, with most indices finishing the
week close to where they started.

- Epictetus
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French President Emmanuel Macron has dissolved the National Assembly and called
a general election after the victory of the French far-right in the European
parliament elections. The French far-right won 32 per cent of the vote, with Macron’s
party obtaining less than 15 per cent. A far-right France could fatally cripple an
already weakened European Union, the ideal of a shared European identity and the
ambition for a United States of Europe. A founding member of the European
Economic Community, France is the only EU member with a permanent UN Security
Council seat.

The Swiss National Bank on Thursday trimmed its key interest rate by 25 basis points
to 1.25%, continuing cuts at a time when sentiment over monetary policy easing
remains mixed among major economies. The Swiss franc weakened in the wake of
the announcement.

As we had projected, the Japanese Yen has again weakened to ~160 against the US
Dollar. The Bank of Japan debated in June the chance of a near-term interest rate
hike with one policymaker calling for an increase "without too much delay" to
address risks of inflation overshooting expectations. An increase in interest rates
could have a material impact on Japanese appetite for US Treasuries, thereby
putting upward pressure on yields.

China and the European Union are open to holding talks on the EU’s recent decision
to sharply raise tariffs on imports of Chinese-made electric vehicles, officials from
both sides say. The EU had earlier announced plans to impose provisional tariffs of
17.4% to 38.1% on EVs from China for four months starting on July 4. That's on top of
the 10% duties for all imported EVs. They would apply to vehicles exported to Europe
by both Chinese and foreign brands, including Tesla. An amicable solution is likely to
provide some support to the beleaguered Chinese export sector.

Retail software provider CDK Global says it will likely take several days for its software
to be back online and operational, as the company grapples with a system outage
that has paralyzed nearly 15,000 car dealerships across North America since
Wednesday. The company was negotiating with an Eastern European-based hacker
group demanding tens of millions of dollars in ransom to end the outage.

Investors tracking JPMorgan Chase & Co.’s emerging markets bond index have
already positioned for India’s inclusion, with 3.6% of their assets allocated to the
nation’s sovereign debt at end-May, according to Morgan Stanley. India’s index-
eligible bonds have attracted $10 billion since the inclusion was announced in
September. This event could likely draw $20 billion to $25 billion of global flows into
local debt, according to JPMorgan. The nation will have a 1% weight in the index,
which will gradually rise to 10% over a 10-month period.

https://www.scmp.com/news/world/europe/article/3265979/early-estimates-suggest-shift-far-right-eu-election-nears-end?module=inline&pgtype=article
https://www.scmp.com/news/world/europe/article/3265979/early-estimates-suggest-shift-far-right-eu-election-nears-end?module=inline&pgtype=article
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Chart of the Week

The US unemployment rate has crossed above its 36-month moving average for the
first time in 4 years. Previous instances have always been followed by a rapid spike
in unemployment and the economy falling into a recession.
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it may include certain inaccuracies or typographical errors and Asas reserves the right to change or update these later. This
document has not been reviewed by, approved by, or filed with the DFSA. Asas does not provide any warranty, express or
implied, about the accuracy of the information provided in this document. Asas also does not provide a warranty, express or
implied, on the availability of products and services described in this document. But without prejudice to the generality of
the foregoing, no redocument or warranty is given as to the achievement or reasonableness of any future projections,
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