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US-Turkey standoff sends
equities lower

MAIN CROSS
RATES

LOOKING BACK
• Turkey’s standoff with the US sends equities lower. Global equities
edged lower last week, weighed down by contagion fears of a
worsening currency crisis in Turkey that can potentially precipitate into
a liquidity and debt crisis. As the US and Turkey grapple over various
issues, Trump approved the doubling of tariffs on Turkish steel and
aluminium, exacerbating the TRY sell-off. Meanwhile, with 90% of the
S&P500 constituents having reported for Q2, blended EPS growth is
running at 25.5% YoY while blended revenue growth is nearly 10.1%.
For the week, the S&P500 closed lower by 0.2%.
• ECB expresses concerns on Turkish crisis. The ECB has grown
concerned about the exposure of some Eurozone banks to Turkey,
and is looking closely at the risk of Turkish borrowers defaulting on
their foreign currency loans as a result of the TRY’s 70% plunge YTD.
Meanwhile, Italy’s FTSE MIB ended the week lower by 2.3% amid a riskoff sentiment over concerns that the new populist government could
break EU budget caps in a bid to fulfil its populist campaign promises.
The EuroStoxx50 lost 1.6% while the EUR lost 1.3% against the USD
last week.
• No-deal Brexit fears rise. The GBP sold off on UK trade minister Fox’s
comments that there is a 60/40 chance of a "no-deal” Brexit, blaming
stubbornness on the part of EU negotiators. The GBP lost 1.9% and
fell to its lowest level in a year to 1.2758 against the USD, as investors
ramped up bets on the UK leaving the EU without an agreement. The
FTSE100 ended the week flat.
• Japan’s economy rebounds in Q2. After shrinking in Q1 for the
first time in two years, the Japanese economy expanded by a fasterthan-expected annualised pace of 1.9% in Q2, helped by private
consumption. While external demand was sluggish and weighed
on growth amid rising global trade tensions, consumer spending
underpinned growth in Q2. For the week, the Nikkei225 lost 1.0% as
the safe-haven JPY strengthened 0.4% against the USD on US-Turkey
tensions.
• Emerging Market (EM) currencies drop. EM currencies sold off last
week amid fears Turkey’s currency woes could have a contagion effect
on the broader EM universe. Meanwhile, the CNY slid for the ninthstraight week as the ongoing tit-for-tat trade fight with the US takes
a toll on the economy, which is already facing some challenges amid
targeted deleveraging to curb excessive debt levels. The J.P. Morgan
EM Currency Index lost 4.0% last week.

LOOKING FORWARD
• Chinese retail sales and Industrial Production (IP) will be released on
Tuesday while Eurozone GDP will be published on the same day.
US retail sales and IP data will be announced on Wednesday while
UK retail sales will be released on Thursday. Eurozone CPI will be
published on Friday.
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which allows it to appreciate the unique circumstances and objectives of each of its clients. This personalised approach
guides EIBank when providing its clients with bespoke banking solutions in connection with their wealth, business, and
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IMPORTANT INFORMATION
This report is for our clients only. It is not an offer or a solicitation to offer, buy or sell any security or instrument or to
participate in any particular trading strategy. This report is based on current public information that we consider reliable,
but it should not be considered accurate or complete.
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