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A ‘quiet’ Fed
spooks markets

Key takeaways

Gyrating oil prices and a reticent Federal Reserve (Fed) sealed
a month of losses for bond markets. Global stock markets also
retreated in July, with UK shares among the few to progress.

Mr Warsh’s ‘cold shoulder’ sends shivers

Despite electing to keep US interest rates on hold as expected at the Fed’s July
meeting last week, Chairman Kevin Warsh’s taciturn address and refusal to field
questions, triggered a sell-off in both US government bonds (Treasuries) and

the dollar. Markets have long since become accustomed to Fed guidance. In its
absence, the yields on 30-year US Treasuries hit their highest since 2007 (meaning
their prices fell) and the dollar hit its lowest level since 2025’s ‘Liberation Day’.
Elsewhere, both the S&P 500 Index of US companies and the Nasdaq technology
index sold off with US stocks reported to have shed around $1tn in value on the day.

Although the hold in rates was widely anticipated, investors were unsettled by Mr
Warsh's refusal to explain why the Fed hadn’t raised rates, and his ailing credibility is
now being priced-in by markets.

Bank of England keeps UK interest rates on hold

The Bank of England also kept interest rates on hold, at 3.75%, last week. Markets
interpreted this as a ‘dovish’ stance, namely one that favours reducing interest rates to
help boost the economy, and subsequently reduced the odds of a September rate hike
from 50% to 30%.

In contrast to his counterpart at the Fed, Bank of England Governor, Andrew Bailey, gave
strong guidance, highlighting “tentative evidence that inherited inflation pressure may
be weaker than had been presumed”. “Please do not leave this room thinking the Bank
of England is edging towards a hike,” he stressed, while emphasising the impact that a
credible resolution in the Middle East would have on UK interest rates. With UK services
inflation continuing to trend down, and few other signs of domestic inflation, markets are
currently expecting only one UK interest-rate hike this year.

Record earnings growth is leading US stock market higher

The S&P 500 Index of US companies is currently on track for its strongest quarter of
earnings growth in five years. With over 300 S&P companies having reported on the
second quarter, the market is on track for 474% annual earnings growth, according to
the latest FactSet data. Although technology and energy stocks have led the way, due
to the Al buildout and surging oil prices, the earnings growth story isn’t limited to these
sectors. Alimost 90% of companies reporting so far have beaten earnings expectations,
with eight of the S&P 500'’s 11 sub-sectors enjoying double-digit earnings growth.

Historically, such robust growth has only been seen coming out of recession, or after
major tax reforms. Earnings growth has been bolstered by the mammoth capital
expenditure investments being made by the top five US mega technology companies,
which are thought to be equivalent to 24% of US GDP.

For more in-depth commentary from our investment team, please see our
latest Investment Views article and Quarterly Outlook video.
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Market moves

US shares were flat for the week
leaving global stock markets very
modestly ahead.

UK shares outperformed those in
Europe, but Japanese shares were
the top performers.

UK and US government bonds were
almost entirely flat last week leaving
both with losses for July. Meanwhile,
gold softened by 2%.

What to look out for this
week

Monday brings a raft of global
manufacturing PMI (purchasing
managers’ index) data. PMI services
data follow on Wednesday with
construction numbers on Thursday.

Tuesday promises US balance of
trade numbers, with China delivering
the same on Friday.

India’s latest interest-rate decision is
due on Wednesday.

Thursday sees US jobless and
productivity numbers with the
much-watched US non-farm payrolls
data due Friday.


https://wealthandasset.handelsbanken.co.uk/knowledge-hub/latest-thinking/our-latest-investment-views-july-update-2026/
https://vimeo.com/1205406217?fl=pl&fe=cm&turnstile=1.qBBlD1I32eggswoancc30T82hFoG7EnzjQwCpPFAqfelBtMZ1dWfmJ17GTWgfpNeswMLkzbrgttYH2nWxnJfxcQ6YhUXEbJhlaQk8uB7xnXd1WwEMVc04UzaIeOPy_vdB_29DOYE4wUE9dtOlcgFl7a2iySmT6vXcFBWbNrEWdUDqyC-1oU8bixq9W_NxYzee7-ftKZwo_YBtiAJqifpHZNrUF91dIVYw8v4_mHOIghqrp9zKXR1fOIBmLtcx2YHjsf3GQZ85bKG9zcF_mUVk5hpsVky38tSBAF69gkhPI5wJEVYOTI_9nvP9pcNk6dEvUhB9sqlgZ8D-jjpCcPGA9wSFEhhZphpINbAo8e-7belJadBJGaRM0fX4zjS-3gv8bt8C7Fs-RmECEwk2_67iPaM25XfA0VM7dY0X7rdvoiYl55ZJ14qxQcESM6RywKoRq3zt391A04kW5vEqjFISrFq4sehfOI22gbsdIcC1ZgMoA0vK2ye6E7P56yV3USQqOZaYX_nWMmTXMi6VxtB1CD9o7GFci0rHHyTbCNHdnhcf5k1M1a3_Xah_f3wzm02stRCpI7h65HkVaXjdFyd3IsVOyNj9bhMK-dfAYs1Xe1GqE5OeD3RXxaIk9_dnXmoiEdAAn_m9zfYE-a9wS3BsowBkeNaT6bhjUU4AP2hqBs7M0Pt68wuTgrobTwB5CWSaiuDrvawMTgU-qBx7Eun7eNZNLRAIKeFNGYhxK0diMI.zdlP49eJ2IwW8r-kEVKK2w.a4e9bd41fcc203aa96ead7d1efcd36b959ad6f80762f05120b232f63a87ad34a
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Important Information

Handelsbanken Wealth is a trading name of Handelsbanken Wealth & Asset Management Limited which 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: wealthandassethandelsbanken.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 objectives, which vary depending on the strategy’s risk profile.

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.

This document has been issued by Handelsbanken Wealth. For Handelsbanken Multi Asset Funds, the Authorised Corporate Director is
Handelsbanken ACD Limited, which is a wholly-owned subsidiary of Handelsbanken Wealth, and is authorised and regulated by the Financial
Conduct Authority (FCA). The Registrar and Depositary is The Bank of New York Mellon (International) Limited, which is authorised by the
Prudential Regulation Authority and regulated by the FCA. The Investment Manager is Handelsbanken Wealth, which is authorised and
regulated by the FCA.

Before investing in a Handelsbanken Multi Asset Fund you should read the Key Investor Information Document (KIID) as it contains
important information regarding the fund including charges and specific risk warnings. The Prospectus, Key Investor Information Document,
current prices and latest report and accounts are available from the following website: wealthandasset.handelsbanken.co.uk/fund-
information/fund-information/, or you can request these from Handelsbanken Wealth or Handelsbanken ACD Limited: 25 Basinghall Street,
London EC2V 5HA or by telephone on +44 01892 701803.
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