
Key takeaways

A volatile week in financial markets culminated in a 
global sell-off for stock markets on Friday as inflationary 
concerns have been replaced by fears of a US-led 
recession.

Volatile swings in asset prices and sentiment

A volatile week for shares culminated in share-price falls on Friday. Weak economic 
data releases and a number of disappointing results in the US reinforced fading 
investor appetite for risk, as fears spread of a US-led recession. The technology-
heavy Nasdaq index ended the week 10% below its July high in dollar terms, 
while the so-called ‘fear’ index (the CBOE Volatility Index – a measure of market 
expectations for volatility) reached its highest level since March 2023. An investor 
flight to safety, supported by expectations of an interest rate cut by the US central 
bank in September, saw the yield on the US 10-year Treasury (government bond) 
fall from 4.4% at the beginning of the month to below 4% (as a reminder: in bond 
markets, prices and yields are inversely related).

Another major central bank cuts interest rates

The Bank of England became the fifth major central bank to begin cutting interest 
rates again. From a 16-year high of 5.25%, rates were cut by 0.25%. It was a close 
decision by the Monetary Policy Committee, the body which decides on UK interest 
rates, voting 5-4 in favour of a reduction. What swung the decision was the fact that 
while recent services inflation (which includes wage growth) has been higher than 
expected, goods inflation was slightly lower, and so the effects effectively cancelled 
each other out. The Bank also took the opportunity to increase its economic growth 
forecast for the UK, now expecting growth to increase by about 1.25% in 2024, 
compared with its previous estimate of 0.5%.

The Japanese yen contributes to the week's mayhem

For three decades, overseas investors have grown used to the attractions of 0% 
interest rates on borrowing in the Japanese yen. These funds were then used to buy 
risk assets in other currencies, including US Treasuries and technology shares. The 
decision by the Bank of Japan to increase interest rates by 0.25% has cut off this 
source of free credit and contributed to a recovery in the value of the yen against 
major currencies. As a result, many foreign-based investors have been selling their 
previously interest-free yen-funded investments and repatriating the funds to Japan. 
A further strengthening in the value of the yen could contribute to more selling for 
risk assets.
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Shares sell-off accelerates, bond markets rally

Market moves

The Nasdaq technology index 
ended the week in negative territory 
for the fourth consecutive week, the 
first time this has happened since 
the end of 2022.

Second quarter earnings results 
in the technology sector were 
overshadowed by the subdued 
growth outlook at some 
mega technology companies, 
including Microsoft and Amazon. 

Japan’s stock market fell sharply, 
reflecting the adverse effect of 
a stronger yen on exporters. 
Japanese shares represented 
by the Nikkei 225 closed 
almost 6% lower on Friday. This 
index has given up almost all 
the gains made year-to-date. 

What to look out for 	
this week

Investors will be watching July 
data releases from China, including 
the purchasing managers’ index 
(Monday), exports (Thursday) and 
inflation (Friday).

 
The latest US weekly jobless claims 
figures will be released on Thursday. 
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Important Information 
Handelsbanken Wealth & Asset Management Limited is authorised and regulated by the Financial Conduct Authority (FCA) in the 
conduct of investment and protection business, and is a wholly-owned subsidiary of Handelsbanken plc. For further information on 
our investment services go to wealthandasset.handelsbanken.co.uk/important-information. Tax advice which does not contain any 
investment element is not regulated by the FCA. Professional advice should be taken before any course of action is pursued. 

•	 Find out more about our services by contacting us on 01892 701803 or visiting our website: wealthandasset.handelsbanken.co.uk 

•	 Read about how our investment services are regulated, and other important information: wealthandasset.handelsbanken.co.uk/
important-information 

•	 Learn more about wealth and investment concepts in our Learning Zone: wealthandasset.handelsbanken.co.uk/learning-zone/

•	 Understand more about the language and terminology used in the financial services industry and our own publications through 
our Glossary of Terms: wealthandasset.handelsbanken.co.uk/glossary-of-terms/

All commentary and data is valid, to the best of our knowledge, at the time of publication. This document is not intended to be a 
definitive analysis of financial or other markets and does not constitute any recommendation to buy, sell or otherwise trade in any 
of the investments mentioned. The value of any investment and income from it is not guaranteed and can fall as well as rise, so 
your capital is at risk.

We manage our investment strategies in accordance with pre-defined risk and reward targets, which vary from strategy to strategy 
to suit a range of customer needs. Portfolios may include individual investments in structured products, foreign currencies and 
funds (including funds not regulated by the FCA) which may individually have a relatively high risk profile. The portfolios may 
specifically include hedge funds, property funds, private equity funds and other funds which may have limited liquidity. Changes in 
exchange rates between currencies can cause investments of income to go down or up.

Registered Head Office: No.1 Kingsway, London WC2B 6AN. Registered in England No: 4132340 wealthandasset.handelsbanken.co.uk

If you have questions about financial markets, or our investment services, 
please contact the Marketing team:
marketing.hwam@handelsbanken.co.uk


