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Past Weeks in Review

The Next Two Weeks
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▪ BoE and Fed cut interest 
rates to 4.75%

▪ US added 12,000 jobs

▪ Germany CPI 0.4% (MoM)

▪ UK GDP data

▪ US services PMI

▪ US CPI data

Index Returns (%) Levels (%)

Equities Level 1 M YTD 1 Year 3 Year 5 Year Key Rates 13/11/24 31/10/24 31/08/24 31/05/24 29/02/24 31/10/23

MSCI 3795 1.1 19.8 30.7 17.7 67.2 2Y U.S. Treasuries 4.4 4.2 3.9 4.9 4.6 5.1

S&P 500 5984 2.1 26.2 35.6 27.8 93.5 10Y U.S. Treasuries 4.3 4.3 3.9 4.6 4.3 4.9

Dow Jones 30 43911 2.0 16.4 27.9 21.7 58.1 30Y U.S. Treasuries 4.6 4.5 4.2 4.7 4.4 5.1

Russell 2000 2392 6.7 18.8 40.2 (0.4) 50.5 10Y German Bund 2.4 2.4 2.3 2.7 2.4 2.8

Russell 1000 Growth 4013 3.9 33.5 41.6 31.6 138.8 10Y Japanese Gov 
Bond 1 0.9 0.9 1.1 0.7 1

Russell 1000 Value 1917 1.1 17.2 29.7 16.6 47.1 10Y U.K. Gilt 4.5 4.4 4 4.3 4.2 4.5

NASDAQ 19281 4.2 30.6 40.1 21.6 127.3 SOFR 4.6 4.9 5.3 5.3 5.3 5.4

EURO/USD Plunges to 7-Month Low

Figure 1:

U.S. Election
 (5th Nov)
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How Did Markets React to a 
Trump Victory?
  

BOND MARKETS
Following Trump’s election victory, investors 
immediately adapted to the new administration's 
potential economic policies. Trump's proposed 
tax cuts and heightened trade tariffs led to a 
strong sell-off in bonds, reflecting market 
expectations that these policies will likely be 
inflationary and negatively impact the Fed's 
progress towards achieving a 'soft landing'. (1)
As bond prices dropped, yields on the 30-year 
Treasury bond surged to 4.67%, marking a 0.16 
percentage point increase in a single day—the 
largest move in two years. (2) Despite the sell-off, 
the U.S. Treasury attracted strong demand for 
$25 billion in new 30-year bonds, though at a 
higher interest cost than previously, adding over 
$1 billion to the Treasury’s total interest 
obligations. (2) The outlook for bond prices 
remains uncertain as investors weigh the 
likelihood of increased U.S. borrowing costs in 
the future and await more clarity on the incoming 
president's policies. However, yields did not soar 
past 5%, indicating that some bondholders

believed Trump’s more extreme campaign 
promises on tariffs and taxes might not fully 
materialise. European bond markets reacted to 
concerns over slower economic growth within the 
region due to growing anxieties that Trump’s 
proposed tariffs could harm European exporters, 
particularly if the U.S. were to impose a 10% tariff 
on all imports. Robert Dishner of Neuberger 
Berman suggested that such policies could 
further hinder Europe’s already fragile growth, 
potentially pushing the ECB to diverge in policy 
from the Federal Reserve. (2) The divergence 
from the U.S.’s surge in bond yields, with German 
and UK yields initially falling, indicated the 
market's view of growth shifting geographically, 
with tariffs and fiscal policies redirecting 
economic momentum to the U.S. While European 
growth might slow, some economists believe it 
would likely be offset by ECB rate cuts, largely 
keeping severe recession fears at bay. (3)

Like European bonds, Turkish assets found 
themselves impacted by Trump’s election, 
though in Turkey’s case, the response was 
markedly positive. Turkey anticipates a 
favourable shift in U.S. trade policy under Trump, 
particularly through reduced tariffs on Turkish 
steel and textile exports. (4) 
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This optimism has bolstered Turkish assets, with 
the lira rallying up to 0.4% against the dollar, 
reaching its strongest point since mid-October. 
Turkish bonds joined the rally, with the yield on 
10-year lira bonds dropping 13 basis points to 
31%, while the benchmark stock index rose by as 
much as 3.2%. (5)

Analysts believe that Trump’s trade and 
immigration policies may leave Turkey relatively 
unaffected compared to other emerging markets 
like Brazil, Mexico, and China, boosting Turkey's 
appeal within global emerging markets. (4) Blaise 
Antin from TCW described Turkey as a “relative 
outperformer” in this context, benefitting from 
Trump’s victory. On the day of Trump’s win, 
Turkey’s lira stood out as the only emerging-
market currency to gain against the dollar, 
supported by significant backing from state-run 
banks that encouraged foreign investment. 
According to traders familiar with the 
transactions, these banks sold over $500 million 
to stabilise the lira when other emerging-market 
currencies declined. (5) Hedge funds also joined 
the rally, drawn by Turkey’s high “carry trade” 
appeal, which leverages the country’s high 
interest rates to attract foreign investment. The 
lira’s stability makes it an attractive currency 
despite the broader volatility in emerging 
markets.

EQUITY MARKETS
Shares in Tesla surged nearly 15% as CEO Elon 
Musk, one of Trump’s vocal backers, gained a 
boost in both net worth and influence. (6) The 
stock surge boosted Musk’s net worth by around 
$15 billion as he pledged substantial support to 
pro-Republican efforts. U.S. bank stocks similarly 
jumped, anticipating a more lenient regulatory 
environment and higher interest rates. The KBW 
Nasdaq Bank index rose 10.7%, with major 
banks like JPMorgan, Bank of America, and 
Citigroup seeing increases of 11.7%, 8.4%, and 
8.5%, respectively. Goldman Sachs and Morgan 

Stanley also experienced gains of over 11%. 
Private equity giants like Apollo Global and KKR 
rose over 10%, with investors projecting a revival 
in M&A to benefit the buyout industry, which had 
recently faced declining performance fees and 
challenges in offloading portfolio companies.

Trump’s commitment to expanding U.S. energy 
production was well-received by oil and gas 
stocks, with ExxonMobil gaining 2%, Chevron 
2.8%, and NextDecade, an LNG terminal 
developer, experiencing a 15% jump. 
Expectations of less restrictive environmental 
regulations and support for domestic oil and gas 
production boosted sentiment across the sector. 
Similarly, Fannie Mae and Freddie Mac 
experienced significant increases of over 37% on 
speculation that Trump’s administration would 
push for the full privatisation of two groups that 
purchase the majority of mortgages issued by 
banks in the U.S. 

Conversely, renewable energy stocks took a hit 
amid fears that Trump’s win could dismantle 
Biden-era tax incentives and subsidies. The 
world’s largest offshore wind developer, Ørsted, 
and Danish turbine maker Vestas fell over 14% 
and 13%, respectively. In the U.S., clean energy 
stocks also suffered, with the S&P Global Clean.
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Energy index down about 6% as investors braced 
for possible regulatory rollbacks impacting green 
energy initiatives.

European stocks generally experienced a 
decline, with the Stoxx Europe 600 index closing 
down 0.5% amid concerns about the outlook for 
regional exporters. Despite flat German 10-year 
yields, sectors like defence and aerospace saw 
gains, driven by expectations for increased 
European defence spending. However, auto 
stocks suffered, with major car makers like 
Porsche, BMW, and Volkswagen dropping 
between 5.4% and 7.7% due to fears of potential 
U.S. tariffs. Global shipping stocks, including AP 
Møller-Maersk and Hapag-Lloyd, also saw sharp 
declines, down nearly 8% and 9%, respectively. 
Shares in Maersk, the world’s second-largest 
container shipping group, fell 7.6% while Hapag-
Lloyd was down by 5.8%. (7) Concerns about new 
tariffs and a potential trade war between the U.S. 
and China, as well as a reduced demand for 
shipping, pressured the sector. Chinese 
technology stocks listed in Hong Kong also took 
significant hits. The Hang Seng China Enterprises 
Index, a barometer for foreign investor sentiment 
towards Chinese companies, fell by 2.6%. (8) 
Shares of major Chinese

e-commerce platforms such as JD.com and 
Alibaba each dropped by 4%. In anticipation of a 
tougher U.S.-China trade stance, shares of Geely 
Automotive and BYD Co dropped by 2.61% and 
3.32%, respectively, while EV competitors Nio 
and Xpeng declined 2.86% and 1.42%. (9) With 
Trump’s administration historically vocal against 
China's technological rise, EV companies, which 
are heavily reliant on global supply chains and 
exports, could face barriers in accessing 
American markets and vital technology 
components. In contrast to sectors tied closely to 
U.S. trade, the Beijing Stock Exchange 50 Index 
reached record highs, with gains of over 30% 
year-to-date. (10) The growth-oriented ChiNext 
Index similarly saw a year-to-date gain of 24%, 
though it experienced a recent pullback from 
October highs. Supported by China’s domestic 
rate cuts and stimulus policies, these indices 
benefited from government efforts to drive 
consumption and bolster domestic growth. 
   

BITCOIN
The election of Donald Trump to the White House 
is being hailed as a new era for Bitcoin. The price 
of the world’s largest cryptocurrency surged on 
Wednesday, reaching an all-time high of 
xxxxxxxxx
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$75,639.08. (11) At the 2024 Bitcoin conference 
in July, Trump promised to support Bitcoin 
and make America “the Bitcoin superpower of 
the world.” Investors have reacted positively to 
several campaign promises, including building a 
U.S. Bitcoin strategic reserve and removing 
Securities and Exchange Commission chair Garry 
Gensler. (12) While the House of Representatives 
is still in contention, investors hope a Trump 
White House and Republican majority Senate will 
lead to more supportive policy and a looser 
regulatory stance on digital assets. (13) This 
comes as the industry has endured a barrage 
of fines and lawsuits launched by the SEC over 
the past few years. Bitcoins rally was further 
propelled by a wave of new investment from 
crypto ETFs. The market leader, Blackrock’s 
iShares Bitcoin Trust (IBIT), has recorded over 
$2.4bn in inflows just this week, increasing its 
assets under management to over 
$33.1bn. (14) Professed to be the first “Crypto” 
president, investors are betting that the incoming 
administration will turn the page and unleash a 
golden age for Crypto. 

THE DOLLAR
The dollar has surged in recent weeks, reaching a 
four-month high following the announcement of 

Trump's victory on Wednesday. The dollar index, 
which measures the U.S. dollar against six major 
currencies, rose 1.25%, reaching 105.44. (15) 
This rally comes as investors anticipate 
inflationary pressures with the proposed wave of 
tax cuts, deregulation, and tariffs from the 
incoming administration. While Trump’s policies 
could potentially boost growth, they may also 
contribute to a hotter economy and a higher 
fiscal deficit at a time when the Fed is attempting 
to curb inflation. (16) Tariffs, in particular, are 
expected to raise prices on imported goods, 
driving further inflation. Additionally, 
expectations that Trump’s trade tariffs could 
reduce the U.S. trade deficit added to the dollar's 
strength. As prices rise, the Fed is likely to raise 
interest rates, increasing the dollar's allure to 
investors who seek better returns and further 
strengthening its value. (17) While a strong dollar 
reflects confidence in a strong U.S. economy, it 
can pose challenges, particularly for U.S. 
exporters whose goods become more expensive 
abroad. The surge in the dollar’s value captures 
both the optimism and the potential complexities 
surrounding Trump’s second term.

COMMODITIES
Commodities reacted with apprehension on 
Wednesday to the victory of Donald Trump in the 
U.S. election, responding to fears of a new tariff 
war and a strengthening dollar. Energy, 
agriculture, and metal commodities all 
slipped, with industrial metals being the most 
affected. London copper futures fell 4.1% on 
Wednesday, and Singapore iron ore futures fell 
1.2%. (18) Both are heavily exposed to 
China, which remains the biggest buyer of iron 
ore and copper. Demand for these metals may 
face further pressure as Trump’s tariffs could 
dampen trade with China. Similarly, soybean 
futures slid 1.9%, reflecting concerns over 
potential strained trade with China, the world’s 
largest importer. (19)
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In the energy sector, Brent Crude fell almost 
2.9% as the markets anticipated several factors 
leading to increasing supply and falling 
demand. (19) If true, Trump’s pledges to expand 
U.S. oil production and de-escalate conflicts in 
Ukraine and the Middle East could increase 
market stability, in turn lowering prices. 
Additionally, tariffs are expected to hurt crude 
prices as they would likely slow global trade, 
leading to weaker economic growth and the risk 
of higher inflation and interest rates. Gold also 
saw a drop of 3.1% on Wednesday after hitting an 
all-time high in October. (18) Gold prices 
declined amid a surging U.S. dollar and rising 
bond yields, driven by investor expectations of 
inflationary policies under a Trump presidency. 
While gold typically serves as a hedge against 
inflation, rising interest rates and bond yields 
make it a less attractive investment due to its low 
returns. However, the unpredictable nature of a 
Trump presidency is likely to bring volatility to the 
geopolitical arena, strengthening demand for 
gold as a safe haven asset.

How Could a Trump Presidency 
Impact Ireland?
  

Donald Trump’s second presidential term is 
forecast to initiate large reforms both across the 
American economy and political landscape. The 
most referenced policy changes espoused by 
Trump during his most recent campaign may also 
have drastic consequences for global markets, 
not least the Irish economy.

IRELAND'S UNIQUE POSITION
Ireland is uniquely susceptible to 
macroeconomic shocks due to its status as a 
small, open economy. Though Irish GDP per 
capita is the second highest of the EU member 
states, sitting at €95,290 in 2023, which 
represents a total GDP of €492 billion, a 
substantial portion of this is supported by foreign 

multinationals. (20, 21) Comprising only 3.2% of 
businesses in Ireland, these multinationals 
generated €920.6 billion in turnover in 2022. 
(22) U.S. companies specifically constitute a 
large proportion of this contribution, spending 
c.€30 billion in the Irish economy through wages, 
goods and services, and capital 
expenditure each year. (23)

Perhaps the most attractive incentive for 
multinationals to relocate to Ireland is the 
country's low corporate tax rate – 15% for 
companies whose turnover exceeds €750 million 
annually and 12.5% otherwise. Coupled with an 
English-speaking population and geographic 
position allowing access to European markets, 
the Irish economy seems an obvious 
choice. Though the underlying business activity 
may not even occur in Ireland, current tax 
practices allow the Irish tax-take to be 
considerably inflated by multinationals, with 
significant profit repatriation occurring 
subsequently. (24) Of the €116.1 billion in 
government revenue in 2022, €22.6 billion was 
generated through corporation tax. Staggeringly, 
€19.58 billion of this was specifically by foreign 
multinationals. Therefore, foreign multinational 
tax payments represented 16.8% of Irish 
government revenue in 2022. (25)
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The Irish economy is also highly reliant on 
international trade as a small, open economy. In 
2023, Ireland achieved a trade surplus of €64 
billion, with total exports valued at €564 billion. 
Of these exports, the U.S. is the largest single 
destination for goods exports, accounting for 
28% of total goods exports. (26) Ireland’s exports 
consist primarily of chemical and related 
products under the Standard International Trade 
Classification (SITC) system of classification, 
accounting for approximately €127 billion out of 
a total €196 billion in exports in 2023 – c. 64.8%. 
(27) Further investigating this classification of 
products, medicinal and pharmaceutical 
products comprised €77 billion, by far the lion’s 
share, with the next largest contributor being 
organic chemicals at €29.5 billion. The U.S. 
receives a significant proportion of these specific 
exports; of the €77 billion in pharmaceuticals 
exported, c.€20 billion was headed for the U.S. 
(28)

HOW TRUMP'S POLICIES MIGHT IMPACT 
IRELAND
The American election of Donald Trump as the 
47th President of the United States may disrupt 
the Irish economy significantly. The key 
xxxxxxxxxxx

consequence to Ireland lies in Trump’s loudest 
international policy changes, namely cutting the 
American corporation tax rate from 21% to 15%, 
and his desire to implement trade protectionist 
measures, specifically blanket tariffs of between 
10%-20% (larger tariffs of up to 60% have been 
indicated for Chinese goods).
   

THE IMPACT OF TARIFFS
As previously demonstrated, Ireland’s 
international trade relies considerably on 
American imports of Irish goods. Therefore, the 
implementation of blanket tariffs such as those 
espoused by Trump during his campaign could 
serve a heavy blow to the trade surplus that 
Ireland has seen over the last four 
years. Furthermore, the primary export of 
medicinal and pharmaceutical products may 
further suffer as Trump has vowed to reinstate his 
prior executive order requiring that the federal 
government only buy “essential” medications 
from U.S. companies. (29) Chief economist at the 
Institute of European Affairs Dan O'Brien has 
called the implementation of Trump’s tariffs as 
the ‘’biggest near-term risk’’ to the Irish 
economy. (30) 
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Within the broader context of the European 
economy, Trump’s tariffs will serve just as costly. 
European exports to the U.S. are constituted 
primarily by machinery and vehicles, which 
accounted for €207.6 billion. (31) Vehicle tariffs 
of up to 200% have been proposed to apply to 
the importation of Mexican vehicles, and though 
no specific number has been floated to apply to 
European vehicles, Trump has indicated 
that tariffs on these will increase. Chemicals, 
similarly to Irish exports, also constitute a large 
share of European exports at €137.4 
billion exported in 2022 as well as other 
manufactured goods at €103.7 billion. Together, 
these three categories of European exports to the 
U.S. comprise ‘’almost 90% of the bloc’s 
transatlantic exports’’. (31) A recent UBS report 
has estimated that a 10% U.S. blanket tariff 
on imports could cumulatively impact EU GDP by 
between 0.5%-1%. (32)

THE IMPACT OF A CORPORATION TAX 
CUT
The vulnerability of the Irish economy to a 
potential cut in the American corporation tax rate 
relates heavily to the country's reliance on CT 
receipts paid by foreign multinationals, as 
previously demonstrated. The potential for 
relocation of said companies poses a risk to 
government revenue, which will have spill-off 
effects in most parts of the Irish economy. 
However, the proposed tax cut from 21% to 15% 
provides no differential between the U.S. and 
Ireland. It may not produce a strong enough

 incentive for well-established firms, particularly 
those that require a European base, to relocate to 
the U.S. Ireland’s educated workforce, 
geographic position, and English-speaking 
population remain strong motivators for large 
multinationals to stay put. Ireland’s low corporate 
tax not only increases government revenue 
directly through tax payments but also indirectly 
by spurring FDI into the Irish economy. The U.S. 
is by far the greatest contributor to FDI in Ireland, 
providing €492.48 billion by immediate investors 
in 2022. When classified by the ultimate investor, 
however, this figure grows to a staggering 
€921.13 billion. (33) The greater risk then is the 
potential reduction in recurring FDI by American 
investors resulting from Trump’s tax cut. A 
reduction in the ‘onshoring’ of intellectual 
property by foreign multinationals in Ireland or 
other similar ‘tax havens’ is also very likely, as the 
incentive to do so is vastly diminished. (24)

The implementation of such a tax cut will depend 
on the composition of the U.S. Congress. Whilst 
the incoming President may have the jurisdiction 
to increase tariffs at his own will, as a result 
of the International Emergency Economic Powers 
Act, a change in the rate of corporation tax would 
require approval by both the House and the 
Senate. It is important to note, however, that both 
the House and the Senate are 
currently comprised of 
a majority of republican candidates and therefore

10

25
29.9

12.5

29.7
25 25.8

China Germany Ireland Japan United
Kingdom

US

Corporate Tax Rate (%)

492.5 

266.9 

232.4 

27.6 

136.7 

127.5 

US

Other

Offshore Centres

UK

Luxemburg

Switzerland

FDI by Ultimate Investor (€B)

Figure 8:

Figure 9:



Research Team – 2024/25

The content in this publication is solely for informational purposes and is not intended as investment advice. The 
Trinity Student Managed Fund holds no responsibility for the accuracy or reliability of the information provided. Any 
opinions expressed are those of the authors and not necessarily endorsed by the Trinity Student Managed Fund.

such a proposal may have a higher likelihood of 
being passed.

The UK Budget: Its Implications 
for the UK Economy and How 
Markets Reacted

On the 30th of October, Chancellor Rachel 
Reeves introduced her Budget for the UK 
economy, which included a £40 billion tax 
increase along with substantial funding for public 
services. Key measures include raising corporate 
tax rates, increasing employer contributions for 
National Insurance, and implementing focused 
policies to tackle a reported £22 billion fiscal gap 
inherited from the previous administration. The 
Office for Budget Responsibility (OBR) projects 
that the overall tax increases could generate 
around 1.2% of GDP by the end of the current 
forecast period, making this one of the largest 
fiscal shifts in recent years. By increasing 
borrowing to fund urgent public services while 
planning for tighter spending limits after 2027, 
the chancellor aims to balance economic growth 
with fiscal responsibility. Considering the UK's 
fragile post-Brexit economic situation, 
economists and industry experts warn that the 
substantial tax hikes could hamper economic 
expansion. The UK's fiscal strategy has 
undergone a significant change with Reeves' 
Budget, which underlines the importance of 
establishing long-term budgetary stability while 
tackling pressing issues like inflation and wage 
pressures. (34)

KEY HIGHLIGHTS OF THE BUDGET
Taxation:
The Budget introduced a record-breaking tax 
hike of £40 billion, which Reeves has said was 
necessary to tackle the recurring black hole in 
the public finances. The biggest tax hike was 
employers' National Insurance contribution, 
which jumped from 1.2% to 15%. The Secondary 
Threshold, the annual wage at which companies 
begin to pay national insurance for each 
employee, will drop from £9,100 to £5,000. (35) 
Measures have also been implemented to close 
existing inheritance tax loopholes, which are 
projected to increase tax liabilities on high-value 
estates, particularly among wealthy households 
in London. (34) Capital Gains Tax (CGT) 
increases are also an important part of Reeves' 
new Budget, with the lower rate for the sale of 
assets rising from 10% to 18% and the higher 
rate from 20% to 24%. Nonetheless, the UK's 
CGT rate remains the lowest among the 
European G7 economies. Further increases in tax 
thresholds are also planned for the coming years. 
(35)

Welfare and Pension Reforms:
The Budget preserves the Triple Lock, which 
guarantees a 4.1% rise in state pensions, as well 
as improvements to Carer's Allowance and other 
welfare initiatives. These measures are expected 
to increase disposable income for retirees and 
low-income individuals. (38)

Public Spending:
Significant investment has been allocated to the 
National Health Service (NHS) to reduce wait 
times and improve service quality, with 40,000 
more weekly appointments planned to ease 
backlogs. Resource spending is set to increase 
by £22.6 billion in 25/26. Local governments' 
core spending power has also been strengthened 
by an estimated 3.2% in real terms, with at least
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£600 million of additional grant funding allocated 
to social care. Additional housing and education 
expenditures, as well as increased support for 
lower-income households, have also been 
implemented in direct response to the cost-of-
living crisis. (36)

Fiscal Deficit and Debt Levels:
One of the most important goals for this Budget 
was to close public finance gaps. Whilst the 
Budget is expected to generate £40 billion in 
revenue, two new rules have also been 
introduced to ensure the main objective of this 
Budget is met: the stability and the investment 
rule. The former refers to moving the current 
Budget into balance so that day-to-day spending 
is met by revenues. The latter involves reducing 
net financial debt as a share of the economy. (36) 
This approach aims to reduce the fiscal deficit 
while attempting to control inflation through 
prudent spending on targeted welfare and 
investment initiatives.

MARKETS' REACTION
The Budget announcement prompted mixed 
reactions across markets. Following its release, 
UK equities saw slight volatility as businesses and 
investors assessed the implications of higher tax 
burdens and operating costs. UK equity markets 
fell in early morning trading as traders pared 
back expectations of rate cuts next year on signs 
of higher borrowing in the Budget. The mid-cap 
FTSE 250 was down 0.7 per cent, having climbed 
0.5 per cent in the previous session. The 
benchmark FTSE 100 index was down 0.7 per 
cent.  However, certain budgetary measures 
were seen as favourable for the Alternative 
Investment Market (AIM), as the junior AIM All-
Share index closed up 4.1 per cent on 
Wednesday - its best single day since April 2020. 
(37) The Office for Budget Responsibility warned 
Reeves' Budget could drive inflation and slow 
interest rate cuts, causing a sharp rise in gilt 
yields. The yield on the 10-year gilt spiked to its 
highest level since Oct 22, as investors adjusted 
to higher anticipated interest rates and concerns 
over absorbing more UK debt. This sell-off 
extended to the pound, which weakened against 
the dollar, and analysts expressed concern that 
the market's reaction reflected unease with the 
unfunded borrowing strategy. (38) 
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IMPLICATIONS FOR THE UK ECONOMY
National Insurance contributions rises will strain 
smaller businesses, particularly in labour-
intensive sectors. Higher employment expenses 
may cause some firms to freeze hiring or reduce 
workforce size, thus slowing labour market 
recovery. The Budget's emphasis on skill-
building and labour market reforms may mitigate 
these obstacles in the long run by encouraging 
higher-quality employment, but short-term 
labour market pressures are expected to be 
costly. (39) Higher taxes on businesses may 
result in increased prices for consumers as 
companies pass higher operational costs onto 
customers. The Bank of England may be forced 
to slow the pace of its interest rate cuts to 
counter these inflationary pressures, potentially 
limiting spending and investment. (36) 

The Budget introduced targeted investments and 
tax relief extensions for industries deemed 
essential to the economy, including hospitality 
and aerospace. However, long-term investment 
for broader industries may be impacted by 
decreased profitability as a result of higher tax 
requirements. (40) Another significant change is 
the removal of the long-standing freeze on fuel 
duty, which is expected to collect around £6 
billion per year while supporting the 
government's environmental goals. This decision 
is likely to raise fuel prices, supporting the 
transition to electric vehicles while potentially 
straining customers in areas with few public 
transport alternatives. (34)
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