
Key takeaways

Smaller company shares continued to outperform in a 
risk-averse market. Earnings results presented a mixed 
picture with many household names, notably in the 
technology sector, providing disappointing updates.

‘Risk-off’ sentiment continues to dominate

Stock markets began the month near record highs, yet during the last week the S&P 
500 in the US delivered its worst daily performance since February 2023, though 
it had partially recovered by Friday. With investors worn down by the continuing 
rotation away from the technology and growth sectors, a more widespread sell-off 
for risk assets took place, accompanied by a rise in market volatility. Disappointing 
quarterly results in the US from blue chip companies like Alphabet (Google), Tesla 
and Ford set the tone, overshadowing the release of better-than-expected economic 
growth data for the second quarter. Elsewhere, weak earnings releases from 
Europe’s luxury goods sector reflected the impact of the slowdown in China, the 
world’s second largest economy. 

Central bank focus shifts from inflation to avoiding recession

A global easing cycle in developed countries is expected to be well under way 
during the fourth quarter of the year. Canada’s central bank cut its key policy rate 
by 0.25% for a second consecutive month, taking it to 4.5%. In the US, the rise in 
unemployment is approaching levels that historically have signalled recession, while 
inflation pressures have abated, creating an environment for an interest rate cut. 
However, a rate cut from the US central bank looks unlikely until September as it 
waits for more supportive data on inflation. Additionally, further interest rate cuts are 
expected by the Bank of England and the European Central Bank, possibly as soon 
as August. 

The German economy continues to struggle

The key Ifo Business Climate Index survey data for July registered deteriorating 
sentiment across Germany's economy for the third consecutive month. Against 
the backdrop of worsening geopolitical tensions, which could have a knock-on 
effect on this export-focused economy, weak order books and high levels of 
stocks are affecting business confidence. Analysts point to three possible causes 
of the downturn, none of which will be easily resolved: cheap energy from Russia; 
low wage subcontractors in Eastern Europe; increasing exports to China. This 
combination of structural and cyclical difficulties may prove hard to overcome, and 
contrasts sharply with the Ifo survey improvements registered at the beginning of 
this year.
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Another risk-off week for investors

Market moves

Investors were reassured by the 
US central bank’s inflation data for 
June, reinforcing expectations for a 
September interest rate cut. 

Private sector business activity in the 
UK during July rose compared to 
the previous month. Manufacturing 
growth was the fastest for 
two years. UK shares rose 
strongly by the end of the week. 

Japan’s stock market fell sharply, 
reflecting the adverse effect of 
a stronger yen on exporters.

What to look out for  
this week

Interest rate decisions by the US 
central bank (Wednesday) and the 
Bank of England (Thursday). No 
change expected in the US, but 
a 0.25% reduction is forecast by 
analysts in the UK.

Earnings season continues, with 
some of the ‘Magnificent Seven’ 
reporting – Apple, Microsoft, Meta 
and Amazon. UK blue chips like 
HSBC, Barclays, BP and Shell will 
also report results.   
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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


