
Highlights:

Truce called in 
trade war 

Cutbacks in 
oil output

The SMI fell substantially after 
peaking at 10000 points but 
the uptrend remains intact.

Overview

The weekend turned out to be quite positive as 
the G20 Summit wrapped up with an optimistic 
message concerning the trade tiff between the 
US and China. For investors the main attraction 
was indeed the planned meeting between Don-
ald Trump and his Chinese counterpart Xi Jinping. 
Matters are still delicately poised but, on the whole, 
the outcome of the talks  – with trade negotiations 
set to resume between the two countries – was 
slightly better than investors had been expecting. 
As a consequence, equity markets opened in the 
green this morning while defensive assets such as 
gold gave up ground.

For now, the next raft of levies planned for Chinese 
imports will not be instigated. In Trump’s eyes, the 
Chinese are going to buy a massive amount of 
farm products, amongst other things. Additionally, 
US equipment firms will once again be allowed to 
sell goods to Huawei, China’s mobile communica-
tions behemoth, as long as business is not con-
nected with national security. That is good news 
for the semiconductors sector. But clearly, for the 
tariffs to be dismantled and dismantled for good, 
China will have to make some trade-offs, especial-
ly as concerns forced transfers of intellectual prop-
erty and the subsidies paid to companies. 

Based on latest figures, Chinese manufacturing 
output has contracted, as indicated by a PMI 
ebbing to 49.4 versus 50.2 in the previous month. 
New orders were especially disappointing based 

on an indicator down at 46.3 – the lowest reading 
since February. 

Saudi Arabia and Russia have both agreed to low-
er production quotas ahead of the official OPEC 
summit beginning today. OPEC views output cuts 
out to 2020 as necessary in order to support the 
price of crude oil in the face of sagging global de-
mand and the boom in shale oil produced by the 
US. 

This Friday, non-farm payrolls will be released by 
the US government and will attract a great deal 
of attention, considering their status as a key Fey 
bellwether. New hires of 155,000 are expected 
while the unemployment rate is forecast at 3.6%, 
which would be its lowest reading since 1969. The 
numbers for May disappointed, stoking expecta-
tions for a Fed rate cut in the second half of the 
year. The odds priced in by the market for mon-
etary easing, as reflected in historically low bond 
yields, are probably excessive. The US economy is 
in its tenth year of expansion and shows no signs 
of quitting as consumer spending, lending and the 
business climate remain strong.
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SPOTLIGHT ON STOCKS

surprise. US sales rose by 7% to USD 4.17bn, 
helped by new products on the market. Sales 
in China were up 15.5% at USD 1.70bn. 

The ripple effect of customs duties could 
have worried investors. In fact, only 26% of 
the group’s footwear is actually made in China 
and the proportion for sportswear is practical-
ly the same. And only 10% is exported to the 
US. Hence exposure to tariffs is low.

Nike has many avenues for growth, especially 
the current extensions of its ranges of spor-
twear and sport/leisure footwear for women 
(yoga collection and special design). Business 
at Nike will also receive a boost from major 
sporting events such as the FIFA Women’s 
World Cup up this year and the Tokyo Olympic 
Games in 2020.

Nike has reported results for its fourth fis-
cal quarter ending in May. Net profit totalled 
USD  989m (62 cents/share), which was 6% 
below the consensus. But revenues edged 
past the forecast, rising by 4% to a record-
breaking USD 10.2bn on the back of strong 
sportswear and ‘Jordan Brand’ sales.

The effective tax rate rose by 6.4 points to 
20.4%, while extensive marketing spend 
dampened profit. A large part of the higher 
operating expenditure was due to ‘crucial’ 
investments to adapt to the digital age (to 
make ‘online’ the main growth driver) and pay 
for innovation (Air Max and VaporMax sports 
shoes) and distribution channels.

Looking at the different regions, the solid gains 
seen in North America and China (where a 
deceleration had been feared) were a positive 

NIKE (ISIN: US6541061031, price: USD 83.95)
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