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Market Views – September 2017 

 
The summer holidays already seem like a distant memory as we ‘look forward” to what the rest of 2017 will hold 
for us.  Whilst geo-political issues continue to occupy front pages the financial pages are focused on other pressing 
issues. 
 
Changes in monetary policy have been well telegraphed – lessons have been learned since 2015’s taper tantrum – 
but we seem to be entering a new phase as both the US Federal Reserve and the European Central Bank(ECB) 
consider a tightening of policy. At the former it is a tap on the brakes, at the latter a lighter foot on the accelerator, 
but the important point is the change in direction. The endless provision of liquidity in the form of Quantitative 
Easing since the financial crisis has been very supportive for financial assets. It is impossible to say exactly how 
much it has added to valuations, but the general assumption is that, all other things being equal, what was a strong 
tailwind is now abating and potentially turning into a small headwind.  
 
Policy decisions on both sides of the Atlantic may be over taken by overtaken by other events but either way it will 
be a testing time for investors. We believe that central banks will continue to err on the side of caution in that they 
will opt for too much growth and inflation against the risk of premature tightening and deflation even if that does 
store up more trouble in the future.  
 
The expiry of the US debt ceiling on 29th September is likely to test the already significant levels of antipathy 
between the White House and Congress. In the worst case scenario in which no new agreement is reached this 
could lead to a shutdown of the US government, debt rating downgrades, and even recession. In reality, pragmatism 
tends to prevail, and the urgent need for aid for the victims of hurricane Harvey will hopefully result in a swift deal 
being made.  
 
The Tory Party conference starts on the 1st October, and there will be increasing pressure on the government to 
come up with a more coherent plan for Brexit.  Rebel elements within the party could cause problems for Theresa 
May. 
 
In the German election on 24th September Angela Merkel is a firm favourite. So we expect no regime change but 
there is a possibility that Mrs Merkel might well be emboldened to pursue a more integrated Europe alongside 
France’s Emmanuel Macron.  Could this have implications for Brexit?   
 
In October the 19th Communist Party Congress in China will cement the position of President Xi Jinping as supreme 
leader.  While it’s uncertain what will happen thereafter, the Party likes to project itself against a strong economic 
growth background so the authorities are likely to remain supportive. 
 
Last, but by no means least, there is ongoing wildcard in the form of North Korea. Markets remain relatively relaxed, 
but escalation in this arena is the worst thing that could happen for equity markets.  
 
Please contact us if you would like to discuss your current investment strategy. 
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