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Market recap – oil price surge and AI worries push markets lower 
Stock markets fell again last week, as rising oil prices revived inflation concerns and worries about the amount technology 

companies are borrowing to invest in artificial intelligence (AI). In the US, the S&P 500 fell 0.7% (all returns are in sterling terms 

unless otherwise stated) and the tech-heavy Nasdaq 100 fell 1.0%. The FTSE 100 fell 1.7%, as banks slipped ahead of this 

week’s Budget and gold miners followed the gold price lower, but oil companies Shell and BP gained. MSCI Europe (excluding 

the UK) fell 2.0%, with France a drag as worries grew about the country’s public finances. In Japan, the Nikkei 225 fell 3.5%, its 

second consecutive weekly fall, while the broader TOPIX fell 2.0%. MSCI China fell 4.7%, as tech shares fell and battery maker 

CATL slumped after disappointing results. The wider MSCI Asia Pacific (excluding Japan) index fell 2.4% and MSCI Emerging 

Markets fell 2.9%. 

Geopolitics – attacks on Saudi Arabia raise Middle East tensions 
Tensions in the Middle East escalated during the week. Iran-backed Houthi rebels continued attacks on Saudi Arabia, 

prompting the US to order non-essential government staff to leave the country, while oil giant Saudi Aramco told staff to leave 

its headquarters and work from home. Reports suggested the US and Israel have drawn up plans for fresh strikes on Iran 

after next week’s US midterm elections, and President Donald Trump said Washington was not negotiating with Tehran. Closer 

to home, protests in France and Italy added to worries over government finances in Europe. 

Central banks – UK rate rise expected next week 

Against a backdrop of rising inflation, investors are expecting the Bank of England to raise interest rates on 5 November, with 

at least three 0.25% rises expected by April 2027. In the US, markets see only a small chance of a rate rise by the Federal 

Reserve (the Fed) this week but still expect one in December. The European Central Bank (ECB) is also expected to hold 

rates steady this week. In Japan, inflation moved back above the central bank’s 2% target, making a rate rise in December more 

likely. South Korea’s central bank held rates at 3.0% after two rises over the summer, while China’s central bank kept its main 

lending rates at record lows. 

News – France’s borrowing costs hit a 24-year high 

France’s public finances were a key focus for investors last week. The interest rate the French government pays to borrow for ten 

years rose to its highest level in 24 years. The difference in the rate it pays compared to Germany has now reached its highest 

since the eurozone debt crisis. Investors are worried about a budget deficit expected to reach 5.4% of the economy this 

year. They are also concerned about a divided parliament, widespread protests and elections looming next year. French business 

activity is shrinking, and business confidence has fallen to its lowest since April 2020. Ratings agency Moody’s kept France’s 

credit rating unchanged on Friday, avoiding an expected downgrade, but it continues to describe the outlook as ‘negative’. 
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Economic data – UK inflation jumps, US firms raise prices 
UK inflation rose to 3.5% in September (from 3.1% in August). This increase, which was higher than forecast, was driven by rising 

fuel prices. UK business activity grew at its fastest pace in eight months, but retail sales fell more than expected and consumer 

confidence suffered its steepest fall since the pandemic. In the US, business surveys showed strong activity, but firms raised 

prices at the fastest pace since 2022, while consumer confidence stayed near a five-month low. Japan’s inflation rose to 2.1%, 

a nine-month high, while China’s economy grew 4.5% in the third quarter, beating forecasts. 

Commodities 

Brent crude oil rose above $116 a barrel, a four-year high and up more than 6% over the week, as attacks on Saudi Arabia 

increased concerns about supplies. 

Gold fell below $4,000 an ounce, its lowest level since mid-July and down almost 4% over the week, as higher oil prices raised 

expectations that US interest rates will stay higher for longer. 

Week ahead – what to watch 
US: Durable goods orders (for long-lasting goods such as machinery) (Tue); Federal Reserve interest rate decision (Wed); 

third-quarter economic growth and core Personal Consumption Expenditures (PCE) inflation (the Fed’s preferred inflation 

measure) (Thu). 

UK: Autumn Budget (Wed). 

Europe: German Ifo business climate survey (gauging German firms’ views on the economy) (Mon); ECB rate decision (Thu); 

eurozone third-quarter economic growth and German, French and Italian inflation (Fri). 

Asia: Japanese consumer confidence (Thu); Bank of Japan rate decision (Fri). 

 
Sources: Marlborough Multi-Asset, Morningstar, Financial Times, Trading Economics 

Risk Warnings                                                                                                                    
These are the views of the investment team at the time of writing and should not be construed as investment advice. The opinions expressed are correct 
at time of writing and may be subject to change. Capital is at risk. The value and income from investments can go down as well as up and are not 
guaranteed. An investor may get back significantly less than they invest. Past performance is not a reliable indicator of current or future performance and 
should not be the sole factor considered when selecting funds.  

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 
Marlborough 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 appropriate if any investment mentioned herein is 
believed to be suitable. 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. 
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