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LAST WEEK - KEY TAKEAWAYS

Markets: Volatile start to the year for US assets

e USequities were dragged down by the tech sector as Apple cut its forecasts for the first quarter of 2019, due in part to
slowing demand in China;

e  Treasuries rallied and yields fell as investors shifted funds into what are traditionally considered ‘safe haven’ assets;

e  However, equities recovered at the end of the week and bonds sold off as US labour market data beat expectations and
optimism grew ahead of trade talks between the US and China which start today (see ‘Looking ahead’).

e Omnis view: Strong labour market data helped to restore confidence in the US economy, although it remains to be
seen whether the latest round of trade talks produce any concrete results.
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US non-farm payroll reports

Monetary policy: Dovish comments from Fed chairman boost equities
e  Federal Reserve chairman Jay Powell provided another boost for equities by making reassuring remarks about the
future trajectory of interest rates at a conference on Friday;
e  Mr Powell claimed the Fed was prepared to be ‘patient’ with monetary policy and ‘wouldn’t hesitate’ to slow the pace
of quantitative tightening if required.
e Omnis view: The markets will welcome the Fed’s belatedly dovish tone which failed to emerge from its December
meeting.

Asia:
e  Figures showing a slowdown in output by the Chinese manufacturing sector in December- the first since 2017- weighed
on Asian equities;
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e  Meanwhile, the People’s Bank of China reduced the required reserve ratio for banks in its latest attempt to stimulate
the economy.

e  Omnis view: Trade tariffs appear to be taking their toll on the Chinese economy, increasing the pressure on Beijing to
make progress in this week’s talks with the US.

Commodities:
e  Qil prices enjoyed their biggest weekly gain since 2016 as data showed production by OPEC members and the US fell in
December.

e  Omnis view: Recovering oil prices should act as a further catalyst for the energy-heavy UK and US indices.

LOOKING AHEAD - TALKING POINTS

Trade talks

e Atwo-day meeting between US and Chinese trade officials starts in Beijing today, with protection of intellectual
property and Chinese industrial policy topping the agenda.

Economic data
e Wednesday: EU unemployment rate for November;
e  Thursday: Chinese inflation data for December;
. Friday: UK GDP and balance of trade data for November, US inflation data for December.

Omnis Investments is now tweeting daily updates. Follow us at: @Omnisinvest

This update reflects Omnis’ view at the time of writing and is subject to change.

The document is for informational purposes only and is not investment advice. We recommend you discuss any investment
decisions with your Openwork financial adviser. Omnis is unable to provide investment advice. Every effort is made to ensure
the accuracy of the information but no assurance or warranties are given.
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