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In last week’s newsletter, we wrote about how the copper market was upended by an abrupt

change to the practicalities of how tariffs would be applied. This week, it was gold that was

whiplashed by such changes, proving that when it comes to tariffs, the devil will really be in the

details. What happened? US gold futures hit a record high on Friday after an announcement

that one-kilo and 100-ounce bars would be subject to “reciprocal” trade duties, contrary to what

had been understood across the industry.

What’s more surprising is that the tariffs will apparently work retroactively. Ahead of the April

liberation day, traders rushed to bring gold into the US to beat levies, building up a record

stockpile, and leading to a temporary shortage of gold in London. Comex contracts, used in

New York to buy gold, require a different size of gold bar than what is typically traded in London,

necessitating processing in Switzerland, where it is melted down and re-moulded into bars of

the accepted size. As a result, Switzerland “exported” USD 61.5bn of gold to the US over the 12

months ending in June. With the small Alpine nation subject to one of the highest tariff rates in

the world (39%), demand for gold that has been processed there could fall, essentially changing

the very nature of the global gold market if no exemptions are made. Switzerland has long been
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a global hub for gold refining and trading due to its reputation for quality, security, and

discretion, as well as its strategic location and favourable business environment. Other refining

hotspots include China, India, the UAE and South Africa.

Black gold, i.e. crude oil, moved in the opposite direction, declining over 4% on the week. With

the US guzzling approximately one barrel in every five consumed globally, fears about an

economic slowdown there are bringing headwinds for the commodity. The impact of tariffs on

US trading partners isn’t helping either, with supply expected to outstrip demand into the year-

end.

The prospect of peace in Ukraine also contributed to the decline in crude prices. US President

Donald Trump said on Friday that he would meet Russian President Vladimir Putin on August 15

in Alaska to negotiate an end to the war. This, alongside stronger-than-expected corporate

earnings, boosted European equities.

It was a good week for equities, overall. In the US, major indices ended the week in the green,

but the tech-heavy Nasdaq performed the best, reaching a record high. This positive market

sentiment was driven by the announcement that several major technology companies would be

exempt from Trump’s tariffs on semiconductors, which he said would be as high as 100%, as

well as hopes for a Fed rate cut. Earnings also continued to exceed expectations, as shown

below.

 

 

 

WEEKLY HIGHLIGHTS

 

ISM: US services sector comes close to stagnation, manufacturing contraction

deepens

The latest ISM data painted a picture of a US economy that is starting to feel the strain of trade
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tensions. The services PMI slipped from 50.8 in June, to 50.1 – 50 is considered as the line

between contraction and expansion. While seasonal and weather factors partially explained the

unexpected pullback, the underlying details were not very encouraging. A slowdown was seen

for production (52.6 vs 54.2), new orders (50.3 vs 51.3) and inventories (51.8 vs 52.7). In a toxic

combo for the Fed, slowing activity was met with intensifying price pressures (now at their

hottest since October 2022 at 69.9). Indeed, the recurring theme mentioned among survey

respondents was the impact of tariffs – this was especially true for commodities. New exports

(47.9 from 51.1) and imports (45.9 from 51.7) both fell into contraction territory, amid the

ongoing upheaval of the global trading system.

Turning to the goods producing sector, the manufacturing PMI fell from 49 to 48, contrary to

consensus expectations for a mild improvement. It marked the fifth month in a row that the

index has been below 50, and was the weakest reading since October 2024. On a more positive

note, production picked up (51.4), and a decline in new orders decelerated (47.1 from 46.4).

In both sectors, employment fell faster, adding to the growing pool of data suggesting that the

US labour market is cooling at a brisk pace, with companies increasingly cautious on hiring.

Overall, the ISM data is not great, however, we should keep in mind that the survey’s predictive

power about actual economic outcomes has weakened in recent years. Further, a lot still hinges

on trade decisions which can turn on a dime.

 

3



 

4



China exports continue to support the economy

China's exports and imports both exceeded expectations in July, with exporters in particular

boosting activity ahead of the expiry of the tariff truce with the US’ on August 12. The world’s

two largest economies have yet to announce an extension of the deadline to reach a trade

agreement, and the risk of reignited trade tensions has led exporters to bring forward

shipments.

Exports grew by 7.2% year on year in July, exceeding expectations. Meanwhile, imports

increased by an unexpected 4.1%, despite predictions of a decline.

The current 90-day trade truce saw the suspension of 145% US tariffs on imports from China,

while Beijing also halted its retaliatory rate of 125%. There is hope that a permanent deal can be

reached; in an unprecedented move, President Trump has said he will now allow Nvidia and

AMD to ship chips to China, if 15% of the revenues are paid to the US government.

China’s trade surplus with the US continued to decline in July, with exports and imports falling

by 21.7% and 18.9%, respectively. Now, President Trump is calling on China to quadruple

soybean imports from the US in order to close the gap further.

Albeit, China’s exports to Southeast Asia have grown strongly this year, leading to speculation

about the transshipment of goods. This means that, despite the decline in trade between the

US and China in recent months, some of China’s exports may still end up in the US after being

“repackaged” in another Asian country. Nevertheless, President Trump is determined to stop

this and has recently imposed a blanket 40% levy on transshipped goods. It remains to be seen

how this tariff will be enforced.

As consumption does not appear likely to become the growth engine of the Chinese economy

any time soon, the continued strength of Chinese exports will be welcome news for

policymakers in China, who seem, insofar as now, on track to meet the 5% growth target for this

year.

 

Bank of England cuts interest rates to 4% in narrow vote

In a closely contested decision, the Bank of England (BoE) reduced interest rates by 25 basis

points to 4% on Thursday, aiming to bolster the struggling economy. While four out of nine

policymakers favored maintaining rates, citing concerns over elevated inflation, which rose to

3.6% in June, five members voted to cut rates to address threats to economic growth and a

faltering labour market.

For the first time in its history, the Monetary Policy Committee held two votes to reach a
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majority, indicating that the BoE's rate cut run might be nearing an end. With high inflation, a

weakening labour market due to last year’s tax hikes, and uncertainties stemming from US trade

policy, analysts are uncertain about the BoE's monetary policy direction for the remainder of the

year. Another rate cut is just barely priced in by markets as of now. A halt in rate cuts would be

a significant hit to Chancellor Reeves, who has struggled to fulfill her commitment to stimulate

the country's modest growth.

"Interest rates are still on a downward path," stated Governor Andrew Bailey. "But any future

rate cuts will need to be made gradually and carefully." The BoE anticipates inflation will peak at

4% in September before returning to its 2% target in 2027.

Following the announcement, British government bond yields rose, while stock markets

declined.

 

Eurozone retail sales: winds of change?

Are Eurozone households finally loosening their purse strings? Since the Covid pandemic, unlike

their American counterparts, European consumers have erred on the side of caution and have

barely touched the excess savings amassed during lockdowns. The most recent retail sales data

hints that this might be changing.

Retail Sales in the Euro Area increased 3.1% YoY in June, the most since September 2024,

compared to a 1.9% gain in May and forecasts of a 2.6% rise. Country-by-country, Germany,

Croatia, Malta and Portugal led the gains, while France saw a decline.

While it is definitely too soon to declare one, the timing of a consumer renaissance would be

practically perfect, with external headwinds such as tariffs and a stronger euro likely to weigh on

exports and the corporate sector at large. A strong labour market (the unemployment rate fell

to a historic low in June), rising real incomes and sunny weather enticing people out to the high

streets, could all contribute to continued spending in the months to come.
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CALENDAR FOR THE WEEK AHEAD

 

Monday – Italy Inflation Rate (Final, July), Balance of Trade (June).

Tuesday – UK Unemployment Rate (June). Eurozone & Germany ZEW Economic Sentiment

(August). US NFIB Business Optimism Index (July), Inflation Rate (July).

Wednesday – Germany & Spain Inflation Rate (Final, July).

Thursday – UK GDP Growth Rate (Prel, Q2). Eurozone Industrial Production (June), GDP Growth

Rate (2nd Est, Q2). US PPI (July), Jobless Claims.

Friday – Japan GDP Growth Rate (Prel, Q2). China Industrial Production (July), Retail Sales (July,

Unemployment Rate (July). UK Balance of Trade (June), Industrial Production (June). Switzerland

GDP Growth Rate (Flash, Q2), Industrial Production (Q2). US Retail Sales (July), Industrial

Production (July), Michigan Consumer Sentiment (Prel, August).
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Disclaimer All financial data and/or economic information released by this Publication (the “Publication”); (the “Data” or the “Financial data and/or economic

information”), are provided for information purposes only, without warranty of any kind, including without limitation the warranties of

merchantability, fitness for a particular purpose or warranties and non-infringement of any patent, intellectual property or proprietary rights of any

party, and are not intended for trading purposes. Banque Internationale à Luxembourg SA (the “Bank”) does not guarantee expressly or impliedly,

the sequence, accuracy, adequacy, legality, completeness, reliability, usefulness or timeless of any Data. All Financial data and/or economic

information provided may be delayed or may contain errors or be incomplete. This disclaimer applies to both isolated and aggregate uses of the

Data. All Data is provided on an “as is” basis. None of the Financial data and/or economic information contained on this Publication constitutes a

solicitation, offer, opinion, or recommendation, a guarantee of results, nor a solicitation by the Bank of an offer to buy or sell any security, products

and services mentioned into it or to make investments. Moreover, none of the Financial data and/or economic information contained on this

Publication provides legal, tax accounting, financial or investment advice or services regarding the profitability or suitability of any security or

investment. This Publication has not been prepared with the aim to take an investor’s particular investment objectives, financial position or needs

into account. It is up to the investor himself to consider whether the Data contained herein this Publication is appropriate to his needs, financial

position and objectives or to seek professional independent advice before making an investment decision based upon the Data. No investment

decision whatsoever may result from solely reading this document. In order to read and understand the Financial data and/or economic information

included in this document, you will need to have knowledge and experience of financial markets. If this is not the case, please contact your

relationship manager. This Publication is prepared by the Bank and is based on data available to the public and upon information from sources

believed to be reliable and accurate, taken from stock exchanges and third parties. The Bank, including its parent,- subsidiary or affiliate entities,

agents, directors, officers, employees, representatives or suppliers, shall not, directly or indirectly, be liable, in any way, for any: inaccuracies or

errors in or omissions from the Financial data and/or economic information, including but not limited to financial data regardless of the cause of

such or for any investment decision made, action taken, or action not taken of whatever nature in reliance upon any Data provided herein, nor for

any loss or damage, direct or indirect, special or consequential, arising from any use of this Publication or of its content. This Publication is only valid

at the moment of its editing, unless otherwise specified. All Financial data and/or economic information contained herein can also quickly become

out-of- date. All Data is subject to change without notice and may not be incorporated in any new version of this Publication. The Bank has no

obligation to update this Publication upon the availability of new data, the occurrence of new events and/or other evolutions. Before making an

investment decision, the investor must read carefully the terms and conditions of the documentation relating to the specific products or services.

Past performance is no guarantee of future performance. Products or services described in this Publication may not be available in all countries and

may be subject to restrictions in some persons or in some countries. No part of this Publication may be reproduced, distributed, modified, linked to

or used for any public or commercial purpose without the prior written consent of the Bank. In any case, all Financial data and/or economic

information provided on this Publication are not intended for use by, or distribution to, any person or entity in any jurisdiction or country where

such use or distribution would be contrary to law and/or regulation. If you have obtained this Publication from a source other than the Bank

website, be aware that electronic documentation can be altered subsequent to original distribution.

As economic conditions are subject to change, the information and opinions presented in this outlook are current only as of the date indicated in

the matrix or the publication date. This publication is based on data available to the public and upon information that is considered as reliable. Even

if particular attention has been paid to its content, no guarantee, warranty or representation is given to the accuracy or completeness thereof.

Banque Internationale à Luxembourg cannot be held liable or responsible with respect to the information expressed herein. This document has

been prepared only for information purposes and does not constitute an offer or invitation to make investments. It is up to investors themselves to

consider whether the information contained herein is appropriate to their needs and objectives or to seek advice before making an investment

decision based upon this information. Banque Internationale à Luxembourg accepts no liability whatsoever for any investment decisions of

whatever nature by the user of this publication, which are in any way based on this publication, nor for any loss or damage arising from any use of

this publication or its content. This publication, prepared by Banque Internationale à Luxembourg (BIL), may not be copied or duplicated in any form

whatsoever or redistributed without the prior written consent of BIL 69, route d’Esch ı L-2953 Luxembourg ı RCS Luxembourg B-6307 ı Tel. +352

4590 6699 ı www.bil.com.


