
Downgrades weigh on the 
global outlook
Following on from last’s weeks GDP 
downgrades from the IMF, poor UK retail 
sales data highlighted the risk to those 
countries attempting to front run inflation 
as the GBP came under increased selling 
pressure, regardless of BoE Governor, 
Andrew Bailey’s, claim that the BoE can 
pull off a soft landing for UK economy.

This weakness was also reflected in the 
EUR even after the Eurozone’s April PMI 
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data came in mixed but above forecasts, 
and while this may have cemented in 
expectations of an ECB rate hike, it  
couldn’t stop the EUR dropping below its 
April 1.0758 trend lows. 

We also had the German IFO business 
climate index show an increase to 91.8 in 
April, from 90.8 in March with both the 
current assessment and the expectations 
components increasing, however the index 
remained in negative territory as the war in 
Ukraine will remain a structural drag on the 
German economy after the Bundesbank 
warned German GDP could shrink 2.0% 
this year should the war escalate.

Japanese Governor, Haruhiko Kuroda, also 
commented that there is no need for the 
BoJ to tighten policy which contributed  
to the current bout of JPY weakness, while 
safe-haven USD buying, falling commodity 
prices, and ongoing concerns surrounding 
Chinese growth saw AUD/USD and  
NZD/USD pull back to their February lows, 
as the USD-index surged above the 101.00 
level to reach its highest level in 2 years. 

This commodity weakness was possibly 
best illustrated by the fall in oil prices, 
which are down 3.0% with crude below 
the USD100 a barrel level at USD99.10, 
amid mounting concerns that prolonged 
COVID-19 lockdowns in China and rapid 
rate hikes in the US would weigh on global 
economic growth. 

Interestingly, this weakness didn’t weigh 
on US equity markets, although the news 
that Elon Musk will acquire Twitter and 
take the company private for USD54.20 a 
share, valuing the company at USD44bn, 
was a catalyst for this after European 
bourses were a sea of red.  This point 
was perhaps best illustrated by the 
prime money market funds’ holdings 
in the US, while rose to USD193 billion  
in March, their highest level of the year, 
with asset managers stating they are 
looking to move funds into low risk,  
cash=like assets

The left retains power — better 
than the alternative! 
French President, Emmanuel Macron, was 
re-elected by a wide margin, according 
to the first estimates, garnering 58.8% of 
the estimated vote, while far right leader, 
Marine Le Pen, won 41.2%. Emmanuel is 
the first president to be re-elected for a 
second term in 20 years

This week most of the focus will be on Friday 
morning’s US Q1 GDP numbers ahead of 
the Federal Reserve’s meeting next week, 
while the Friday evening session brings the 
PCE deflator, which is the Fed’s preferred 
inflation measure. We also have Sweden’s 
Riksbank announcement, with an outside 
chance they could implement their first 
hike, and Eurozone, German and French 
GDP and CPI prints. 
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