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What has happened 

  

There was a significant two-way movement in markets yesterday with European equities faltering 

but the US market managing, just, to record another high since the start of the pandemic. Markets 

are trying to weigh up the positives of the EU recovery fund and vaccine developments with the 

bearish Chinese hawkishness and stubbornly high COVID cases. 

  

China risk 

  

China political risks have surged yet again this week and it feels this is now not just a Trump/Xi axis 

but has become far more widespread amongst the developed world. This now includes the UK & 
Australia amongst others with a lot of this recent escalation linked to the implementation of the 

National Security Law in Hong Kong. On Wednesday morning the US gave China 72 hours’ notice to 

close their Houston consulate. The stated reason was to protect US intellectual property, so this 
appears timed the Justice Department’s recent accusation that Chinese hackers tried to steal vaccine 

technology from US firms. Secretary of State Pompeo is scheduled to make a speech today on China 

and the ‘Future of the Free World’, which could see further escalations in rhetoric.  

  

Coronavirus update 

  

On COVID-19, US hotspot news has improved with Florida reporting a fall in the positivity rate of 

first-time testing, implying that the virus may be becoming less widespread. News is less positive in 

Texas however which has seen a pickup in both cases and fatalities over and above the 7 day 

average. Outside of the United States, India has now surpassed Spain in terms of total cases, Tokyo’s 

Governor has warned residents to stay indoors as much as possible and Indonesia has seen a record 

number of fatalities. This is a timely reminder that whilst it may feel in Europe and the UK that the 

height of the virus has passed, this feeling is very contextual. 

  

What does Brooks Macdonald think 

  

Earlier this week, markets began to look through some of the US case numbers, distracted by vaccine 

hopes, this has arguably (and cynically) created a more stable financial market base for the White 

House to escalate US/China tensions. The more worrying element of this isn’t the Houston consulate 

expulsion but the broadening of this risk. With the Five Eyes intelligence alliance joining the US in 

ratcheting up anti-China positioning, this is likely to be a risk that far outlives COVID-19. 

  

  



Index 
  1 Day 1 Week 1 Month YTD 

  TR TR TR TR 

MSCI World GBP   0.3% 0.1% 2.8% 3.8% 

MSCI UK All Cap GBP   -0.9% -1.1% -0.9% -17.8% 

MSCI USA GBP   0.6% 0.4% 3.2% 7.7% 

MSCI EMU GBP   -0.2% 0.5% 4.8% -1.8% 

MSCI AC Asia ex Japan GBP   -1.2% -0.9% 5.7% 6.9% 

MSCI Japan GBP   -0.8% -2.5% -2.3% -1.5% 

MSCI Emerging Markets GBP   -0.7% -0.1% 6.0% 2.1% 

Barclays Sterling Gilts GBP   0.4% 0.8% 0.9% 10.0% 

Barclays Sterling Corps GBP   0.3% 1.0% 2.0% 5.0% 

WTI Oil GBP   -0.1% 0.5% 1.3% -28.5% 

Dollar per Sterling   1.2% 1.2% 2.2% -3.9% 

Euro per Sterling   -0.3% -0.3% -0.6% -6.9% 

MSCI PIMFA Income   0.0% 0.1% 1.1% -3.4% 

MSCI PIMFA Balanced   -0.1% 0.0% 1.2% -3.8% 

MSCI PIMFA Growth   -0.1% 0.0% 1.4% -4.5% 

      
Source: Bloomberg as at 23/07/20 

 


