
Guide to the Markets
UK | |

MARKET INSIGHTS

Q3 2018 As of 31 August 2018



2

GTM – UK |

-10

-8

-6

-4

-2

0

2

4

6

'00 '02 '04 '06 '08 '10 '12 '14 '16 '18

2018

consensus forecast

2.9%

2.1%

1.3%

1.0%

Source: BEA, Bloomberg, Eurostat, Japan Cabinet Office, ONS, Thomson Reuters Datastream, J.P. Morgan Asset Management. Forecasts are from Bloomberg 

contributor composite. Past performance is not a reliable indicator of current and future results. Guide to the Markets - UK. Data as of 31 August 2018.
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GTM – UK |US debt

US debt to GDP ratios US debt service ratios
% of nominal GDP % of disposable income

Source: (All charts) Bank for International Settlements, Thomson Reuters Datastream, J.P. Morgan Asset Management. Debt refers to gross debt. For the household 

sector, gross disposable income is the amount of money that all of the individuals in the household sector have available for spending or saving after income 

distribution measures (for example, taxes, social contributions and benefits) have taken effect. For the non-financial corporate sector gross disposable income is 

essentially akin to gross operating surplus before dividends or interest is paid. Past performance is not a reliable indicator of current and future results. 

Guide to the Markets - UK. Data as of 31 August 2018.
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US Federal Reserve policy rate

Federal funds policy rate expectations
% Fed funds rate, FOMC and market expectations

Source: Bloomberg, US Federal Reserve, J.P. Morgan Asset Management. *Forecasts are median estimates of Federal Open Market Committee (FOMC) participants.

Market expectations are calculated using OIS forwards. Past performance is not a reliable indicator of current and future results. Guide to the Markets - UK. 

Data as of 31 August 2018.
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Federal funds rate

Market expectations on 31 August 2018 (mean)

US Fed FOMC June forecasts (median)

18

FOMC June 2018 forecasts* (%) 

2018 2019 2020

Change in real GDP, Q4 to Q4 2.8 2.4 2.0

Unemployment rate, Q4 3.6 3.5 3.5

PCE inflation, Q4 to Q4 2.1 2.1 2.1
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US unemployment rate and wage growth
%, wage growth is year on year

Source: BEA, Thomson Reuters Datastream, J.P. Morgan Asset Management. Wage growth is average hourly earnings of total private production and non-

supervisory employees. Past performance is not a reliable indicator of current and future results. Guide to the Markets - UK. Data as of 31 August 2018.
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US focus: Fiscal expansion

Annual change in general government cyclically-adjusted primary balance
Percentage points of GDP

Source: IMF, Thomson Reuters Datastream, J.P. Morgan Asset Management. Cyclically-adjusted primary balance is defined as the fiscal balance adjusted for the 

cycle, excluding net interest payments. It is a commonly used measure of discretionary fiscal policy. Projections are based on IMF staff assessment of current policies. 

Short-term fiscal policy assumptions are based on officially announced budgets (adjusted for IMF staff macroeconomic assumptions), whilst medium-term fiscal 

projections incorporate policy measures that are judged likely to be implemented. US projections incorporate the effects of tax reform as well as the Bipartisan Budget 

Act of 2018. Past performance is not a reliable indicator of current and future results. Guide to the Markets - UK. Data as of 31 August 2018.
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Contribution to eurozone real GDP growth and composite PMI
% change year on year (LHS); index level (RHS)

Source: Eurostat, Markit, Thomson Reuters Datastream, J.P. Morgan Asset Management. PMI is Purchasing Managers’ Index where a score of 50 indicates that 

economic activity is neither expanding nor contracting, above 50 indicates expansion. PMI data is shown with quarterly frequency. Past performance is not a reliable 

indicator of current and future results. Guide to the Markets - UK. Data as of 31 August 2018.
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Eurozone real GDP levels Survey results: Do you support the euro?
Index level rebased to 100 in 1999 % answering “yes”

Source: (Left) Eurostat, Thomson Reuters Datastream, J.P. Morgan Asset Management. (Right) Eurobarometer survey, J.P. Morgan Asset Management. Past 

performance is not a reliable indicator of current and future results. Guide to the Markets - UK. Data as of 31 August 2018.
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Date US action Details

Mar

2018

Steel & aluminium imports –

now effective

25% tariff on steel

10% tariff on aluminium

Mar -

Jul

2018

Autos from Europe –

proposed, but now shelved

20-25% tariff

(Section 232)

Trade tensions summary

US & China

US, Mexico & Canada

US & Europe

Date US action Details

Feb

2018

Solar panel & washing 

machines – now effective

20-50% tariff

(USTR recommended, Trump 

signed)

Mar

2018

Steel & aluminium imports –

now effective

25% tariff on steel

10% tariff on aluminium

(Section 232)

Jun-

Aug

2018

$50bn imports from China –

now effective

($34bn + $16bn)

25% tariff on 1,300 Chinese

products, intermediate inputs, 

equipment. (Section 301)

Jul 

2018

$200bn additional imports 

from China – under 

consultation

10% tariffs, threats to increase to 

25%. Consultation concludes 

Sept 5. Implementation could be 

Sep-Oct

2018 $200bn foreign made autos -

mooted

2018 $250bn more imports from

China - mooted

Date China reaction Details

Apr

2018

$2.4bn of US goods - now

effective

15-25% tariff on steel, pork, and 

a wide range of US goods

Jun-

Aug

2018

$50bn imports from US - now

effective

($34bn + $16bn)

25% tariff on wide range of 

goods such as agriculture, autos, 

seafood

Aug 

2018

$60bn more goods from US –

proposed/warned

5-25% tariff

Date Europe reaction Details

Mar

2018

$3.2bn steel & aluminium 

imports from US –

now effective

25% tariff on steel & aluminium 

Mar -

Jul

2018

$300bn of US goods–

proposed, but now shelved

25% tariffs on bourbon, jeans 

and motorbikes etc

Date US action Details

Mar

2018

Steel & aluminium imports –

now effective

25% tariff on steel

10% tariff on aluminium

Date Mexico & Canada reaction Details

June

2018

$3bn imports from US – now

effective

15-25% tariff on pork, 

agriculture, cheese, bourbon

July

2018

Canada: $12.8bn tariffs on US 

products - now effective

10-25% tariffs on steel, iron & 

consumer goods

Source: Images from Shutterstock.
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Exports of goods Global export volumes
% of GDP, 2017 % change year on year, three-month moving average

Source: (Left) IMF Direction of Trade, IMF World Economic Outlook October 2017, J.P. Morgan Asset Management. (Right) CPB Netherlands, Thomson Reuters 

Datastream, J.P. Morgan Asset Management. Past performance is not a reliable indicator of current and future results. Guide to the Markets - UK.

Data as of 31 August 2018.

G
lo

b
a

l 
e

c
o

n
o

m
y

11

China

EM ex-China

US 

Eurozone

Other DM

Global

EM

Brazil

US

Eurozone

Canada

India

China

Russia

Mexico

Japan

Korea

UK

0 5 10 15 20 25 30 35 40 45

-2

-1

0

1

2

3

4

5

6

7

8

'12 '13 '14 '15 '16 '17 '18



11

GTM – UK |Emerging markets focus: Differentiating external vulnerabilities

EM currency moves, current account balances and improvements in external debt
% of nominal GDP, external debt is change in 4Q average vs. 3 years ago (LHS); % change YTD (RHS)

Source: Bloomberg, Oxford Economics, Thomson Reuters Datastream, J.P. Morgan Asset Management. Current account balance and external debt are as of the end 

of the first quarter of 2018. Past performance is not a reliable indicator of current and future results. Guide to the Markets - UK. Data as of 31 August 2018.
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China policy rates

China interbank rate and reserve requirement ratio (RRR)
% rate

Source: PBoC, Thomson Reuters Datastream, J.P. Morgan Asset Management. Average RRR for large and small banks. SHIBOR is the 3-month interbank rate. Past 

performance is not a reliable indicator of current and future results. Guide to the Markets - UK. Data as of 31 August 2018.
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UK focus: Trade partners

UK exports and imports of goods and services
GBP billions

Source: UK ONS Pink Book, J.P. Morgan Asset Management. Data is latest available, measured at end of 2017. Middle East includes Israel, Saudi Arabia, residual

Gulf Arabian countries and other near and middle eastern countries. Asia includes China, Hong Kong, India, Indonesia, Iran, Japan, Malaysia, Pakistan, Philippines,

Singapore, South Korea, Taiwan and Thailand. Past performance is not a reliable indicator of current and future results. Guide to the Markets - UK.

Data as of 31 August 2018.
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Late cycle US equity returns

S&P 500 returns around market peaks
% price return, before and after market peak

Source: Standard and Poor’s, Thomson Reuters Datastream, J.P. Morgan Asset Management. Market peaks are defined as the peak of the S&P 500 prior to a US 

recession, as defined using US National Bureau of Economic Research (NBER) business cycle dates. Past performance is not a reliable indicator of current and future 

results. Data as of 31 August 2018. 
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Months to market peak:

-18 -12 -6 +6 +12 +18 +24

Market peak date

(months from market peak to recession)

(13) (11) (0) (8) (1) (12) (3)



J.P. Morgan Asset Management: Risks and disclosures

The Market Insights programme provides comprehensive data and commentary on global markets without reference to products. Designed as a tool to help clients understand the markets and support investment decision-

making, the programme explores the implications of current economic data and changing market conditions. For the purposes of MiFID II the JPM Market Insights and Portfolio Insights programmes are marketing 

communications and are not in scope for any MiFID II/MiFIR requirements specifically related to investment research. Furthermore, the J.P. Morgan Asset Management Market Insights and Portfolio Insights programmes as non-

independent research have not been prepared in accordance with legal requirements designed to promote the independence of investment research; nor are they subject to any prohibition on dealing ahead of the dissemination 

of investment research. 

This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be taken as advice or a recommendation for any specific investment product, strategy, plan feature or 

other purpose in any jurisdiction, nor is it a commitment from J.P. Morgan Asset Management or any of its subsidiaries to participate in any of the transactions mentioned herein. Any examples used are generic, hypothetical and for illustration 

purposes only. This material does not contain sufficient information to support an investment decision and it should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, users should make an 

independent assessment of the legal, regulatory, tax, credit, and accounting implications and determine, together with their own professional advisers, if any investment mentioned herein is believed to be suitable to their personal goals. 

Investors should ensure that they obtain all available relevant information before making any investment. Any forecasts, figures, opinions or investment techniques and strategies set out are for information purposes only, based on certain 

assumptions and current market conditions and are subject to change without prior notice. All information presented herein is considered to be accurate at the time of production, but no warranty of accuracy is given and no liability in respect of 

any error or omission is accepted. It should be noted that investment involves risks, the value of investments and the income from them may fluctuate in accordance with market conditions and taxation agreements and investors may not get 

back the full amount invested. Both past performance and yield are not a reliable indicator of current and future results.

J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide. This communication is issued by the following entities: in the United Kingdom by JPMorgan Asset 

Management (UK) Limited, which is authorized and regulated by the Financial Conduct Authority; in other European jurisdictions by JPMorgan Asset Management (Europe) S.à r.l.; in Hong Kong by JF Asset Management Limited, or JPMorgan 

Funds (Asia) Limited, or JPMorgan Asset Management Real Assets (Asia) Limited; in Singapore by JPMorgan Asset Management (Singapore) Limited (Co. Reg. No. 197601586K), or JPMorgan Asset Management Real Assets (Singapore) Pte 

Ltd (Co. Reg. No. 201120355E); in Taiwan by JPMorgan Asset Management (Taiwan) Limited; in Japan by JPMorgan Asset Management (Japan) Limited which is a member of the Investment Trusts Association, Japan, the Japan Investment 

Advisers Association, Type II Financial Instruments Firms Association and the Japan Securities Dealers Association and is regulated by the Financial Services Agency (registration number “Kanto Local Finance Bureau (Financial Instruments 

Firm) No. 330”); in Korea by JPMorgan Asset Management (Korea) Company Limited; in Australia to wholesale clients only as def ined in section 761A and 761G of the Corporations Act 2001 (Cth) by JPMorgan Asset Management (Australia) 

Limited (ABN 55143832080) (AFSL 376919); in Brazil by Banco J.P. Morgan S.A.; in Canada for institutional clients’ use only by JPMorgan Asset Management (Canada) Inc., and in the United States by JPMorgan Distribution Services Inc. and 

J.P. Morgan Institutional Investments, Inc., both members of FINRA.; and J.P. Morgan Investment Management Inc.

In APAC, distribution is for Hong Kong, Taiwan, Japan and Singapore. For all other countries in APAC, to intended recipients only.

Copyright 2018 JPMorgan Chase & Co. All rights reserved

Prepared by: Karen Ward, Tilmann Galler, Vincent Juvyns, Maria Paola Toschi, Michael Bell, Nandini Ramakrishnan, Jai Malhi and Ambrose Crofton.

Unless otherwise stated, all data as of 31 August 2018 or most recently available.
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