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US ELECTION APPROACHES FINAL FURLONG
This week there have been many of the same headlines as last week, with Brexit and the US election again dominating. With less than two weeks to 
go to polling day in America, there is at least an end in sight for one of these stories. While the polls have stabilised, and even show a slight tightening 
of the race in some states – it still seems likely Hillary Clinton will be the next president. If Donald Trump somehow pulls off an upset however, we will 
likely be writing about US politics, like Brexit, for some time to come.

Elsewhere British banks have been reacting to further miss-selling scandals; with Lloyds falling on news that it has to put aside more than expected for 
future fines, while Barclays has risen on news that it is putting aside less than expected. While it is depressing that eight years after the financial crisis 
our banking sector still hasn’t put its house in order, it looks solidly robust compared to European banks. Even surprise profits at Deutsche haven’t been 
enough to lift Germany’s largest bank, which is still facing a potential $14bn fine for miss-selling in the US housing market.

UK: ESTIMATES SHOW A RISE IN GROWTH
Initial estimates give off the impression that the UK economy grew 0.5 per cent in 
third quarter of 2016. These figures should however be taken with a pinch of salt due 
to a long history of inaccuracy and future revisions. Despite this potential growth, the 

latest rise in inflation could well impact GDP growth in the next quarter, as insipid growth in 
wages will have a negative effect on consumer spending. Murkier times lay ahead.

Many manufacturing firms have expressed concern at possible tariffs imposed as a result of the 
Brexit vote, and are contemplating pulling their operations out of the UK. Nissan, has been one 
of the more prominent examples, however recent assurances from Prime Minister Theresa May 
that the firm will be protected, whatever that means, have shifted the Japanese manufacturer’s 
view somewhat. The latest announcement of two new car models to be built at their Sunderland 
plant is indicative of this. 

US: APPLE EARNINGS WEIGHS ON S&P
Apple shares fell 2 per cent shortly after the tech giant released profits for the year on 
Wednesday, bringing the S&P 500 down with it. Their latest earnings report revealed 
operating income in their Chinese segment fell 18 per cent this fiscal year. In 2015, 

Apple’s iPhone 6 release almost doubled profits in China, however, local rival Huawei has been 
slowly eating away at Apple’s market share there, as the world’s largest company navigates an 
ever trickier consumer landscape overseas.

Meanwhile, Amazon shares fell 6 per cent on the release of earnings for the third quarter. The 
company has however been focusing on growth opportunities, which means that a lot of its 
capital is tied up in expanding into new areas. The swathe of earnings data released this week 
has largely been lacklustre as earnings growth for the S&P 500 was downgraded for both 2016 
and 2017. Investors and the media tend to place a lot more importance on these results than 
company CEO’s; a better gauge is expected earnings, which is largely ignored by both parties.

CHINA: PENSION REFORMS ON THE WAY
The Chinese government this week released plans to reform local pension funds, 
with the aim of providing for their ageing population. The dependency ratio of over 
65’s to people of working age is set to double by 2030, or up to 30 per cent. Existing 

rules permits government managed state pension to only invest in ‘safe’ assets such as, 
government bonds and bank assets, whereas the new legislation will allow for up to 40 per 
cent of funds to be invested in riskier assets such as equities. With poor returns being offered 
on the permitted safe assets, the government has been forced to look elsewhere for a solution 
to what is becoming a common issue globally, an elderly demographic combined with woefully 
underfunded pension liabilities.

A shift into domestic equities will seek to avoid a scenario such as “Black Monday” in August 
2015, where investor panic caused the Chinese stock market bubble to burst. By allowing for 
institutional investors to invest in the equity markets, the influence of China’s army of retail 
investors should be mitigated somewhat. 
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