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Market Insights

Global markets suffered on Wednesday last week as investors worldwide were shaken 
by the political turmoil surrounding the possible impeachment of U.S. President Donald 
Trump.

Allegations have been raised that Trump tried to influence an independent investigation 
into Russia’s interference in the U.S. election. These allegations were raised after 
a request was made by Trump to former FBI Director James Comey to drop an 
investigation into ex-national security adviser Michael Flynn’s dealings with Russia. 
Director Comey has since been sensationally sacked by the President after sharing a 
memo of their meeting to other bureau officials. Because of the aforementioned series 
of events, President Trump is currently facing investigations of a potential obstruction 
of justice – an impeachable offence under American laws.

Prior to Trump’s domestic political difficulties, stock markets had been growing to 
record highs since Trump’s election into office in November. This was largely driven 
by investor confidence in Trump’s policies of tax cuts and spending on infrastructure. 
However, investors are now worried that the ongoing investigation will delay or even 
undermine Trump’s pro-growth initiatives.

Markets panic on news

Following news of Trump’s possible impeachment, the Chicago Board of Exchange’s 
(CBOE) volatility index increased by almost 50% to a high of 16.27 in a single session 
on Wednesday last week, from a near-25 year low at 9.65 the week before. The ASX 
Volatility Index also surged to a month-high of 13.4 points. This tells us that there is high 
uncertainty and fear among investors in the market.

In the U.S., the S&P and blue chip Dow Jones Industrial Average both fell 1.8% on 
Wednesday. Australian investors followed accordingly with the ASX 200 dropping 
0.8% to close at 5738.3 points on Thursday. The NASDAQ Composite index closed at 
6011.24, down 158.63 points. 

Around the world, the Euro Stoxx 50 closed at 3584.83 on Thursday, down 1.7%, the 
UK’s FTSE 100 also dropped 0.3%, the French CAC was 1.6% lower at 5317.89 and Spain’s 
IBEX plunged 1.8%, closing at 10786.10. In Asia, both Japan’s Nikkei index and Hong 
Kong’s Hang Seng declined 0.5% and 02% to 19,814.88 and 25,293.63 respectively.

“Safe haven” commodity, gold, jumped 1.8% to a spot price of $US1260.20 an ounce, 
closing at a two-week high.

Most markets have recovered slighty at the close of last week. 

Whether Trump will ultimately face an impeachment is still anyone’s guess.  But if 
history is anything to go by, the likelihood of an impeachment will be low. To date, 
only two U.S. Presidents, Andrew Johnson in 1868 and Bill Clinton in 1998 have faced 
impeachment and both were acquitted by the Senate. Regardless of the outcome, 
markets will be certainly be watching the drama unfold very closely.
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Market Rates Last Close
% Weekly 

Change

ASX200 5,727 -1.9%

Dow Jones 20,805 -0.4%

Hang Seng 25,175 0.1%

FTSE100 7,471 0.5%

DAX 12,639 -1.0%

RBA Cash 1.50 0.0%

3mth BBSW 1.74 0.0%

2yr Swap 1.81 0.6%

10yr Swap 2.72 -3.2%

AUD/USD 0.7447 0.7%

AUD/GBP 0.5717 -0.4%

AUD/EUR 0.6643 -1.8%

AUD/NZD 1.0760 -0.3%

WTI Oil 50.33 5.2%

Gold 1,253.60 2.1%

Copper 5,676.00 2.5%

Iron Ore 62.70 2.1%
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Upcoming Week

Australia

Mon 22 May: No major data release

Tue 23 May: No major data release

Wed 24 May: Westpac Leading Index MOM (Apr)

Thu 25 May: No major data release

Fri 26 May: No major data release

Overseas

Mon 22 May: Japan Balance of Trade (Apr)

Tue 23 May: Singapore Inflation Rate (Apr)

Wed 24 May: NZ Balance of Trade (Apr)

Thu 26 May: UK GDP Growth Rate (Q1)

Fri 26 May: Japan Inflation Rate (Apr)
US GDP Grouwth Rate (Q1)
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