
	
	

 

Key takeaways

While data releases show the US economy is continuing to 
perform strongly, the threat of US tariffs and counter tariffs 
adds a degree of volatility to financial markets.

Shares recover following a delay to a possible trade war

Stock markets began the week lower in response to news that the US 
intended to impose tariffs against Canada, Mexico and China. The tariffs 
against Canada and Mexico were subsequently delayed for 30 days. US 
stock markets made a partial recovery as investors focused on strong 
fourth quarter earnings results, although they still ended the week lower. 
In contrast, shares in Europe rose, while in Hong Kong the stock market 
(measured by the Hang Seng Index) ended the week up 4.5%, its best 
performance for four months. China’s stock market (measured by the 
CSI 300 Index) closed 2% higher as artificial intelligence (AI) company 
DeepSeek has acted as a catalyst for the domestic AI sector.

A surprise drop in US unemployment

Data releases continue to show that the US economy is performing strongly. 
Latest US jobs data for January showed a surprise drop in unemployment 
to 4% from 4.1% in December. This was despite lower-than-expected job 
creation in January. A further sign of the strength of the US economy was  
strong ISM Manufacturing Index data for January, the highest reading for this 
private sector survey since July 2022. Investors think the US central bank will 
not now cut interest rates again until the second half of this year, and so the 
yield on the benchmark 10-year US government bond rose (and prices, which 
move in the opposite direction, fell) in response.

Bank of England cuts interest rates and growth outlook

A weak domestic economy, and the potential for a more difficult global 
outlook if a trade war takes place, led the Bank of England to cut interest 
rates by 0.25% to 4.5%. This was the third rate cut since August 2024. The 
Bank also halved its already low domestic economic growth forecasts, now 
expecting a rise of 0.75% this year, compared to the 1.75% it expected last 
November. By comparison, the Bank expects the US economy to grow by 
2.25% in 2025. Despite the UK buying more goods from the US than the 
other way around, it also warned that UK growth could be vulnerable in the 
event of a global trade war.
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Markets react to tariffs and counter tariffs

Market moves

The gold price reached another 
record high on Friday.

Helped by strong corporate earnings, 
the UK’s FTSE 100 Index reached an 
all-time high on Thursday.

Difficulties for European automakers 
continue, with Porsche announcing a 
shock 2025 profit warning, reflecting 
low demand for electric vehicles in 
Europe and weak demand for its cars 
in China.

What to look out for 	
this week

On Wednesday, US inflation data for 
January will be released. Prices are 
expected to rise by 0.2% month-on-
month, and 2.9% year-on-year. The 
head of the US central bank, Jerome 
Powell, will testify to Congress.

On Thursday, UK economic growth 
for the final quarter of 2024 will be 
released, and is expected to show 
a rise by 1% year-on-year, but 
unchanged quarter-on-quarter.

On Friday, US retail sales for January 
are expected to be flat month-on-
month.
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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 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.

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


