
Most recent news headlines were so negative, - an Ital-
ian Brexit and Trump’s renewed tariffs on $50bn worth of 
Chinese imports - they weighed heavily on global stocks 
and did more harm than any MSCI global index rebalanc-
ing could. 
 
Although the PSEi’s strong support of 7500, thrice unbro-
ken in recent months, gave way today, closing lower to 
7470.14, down 132.22 pts as the market caught up with 
the jitters in Europe and Wall St’ 400 bps point-loss two 
days ago, the local market’s slip might still prove to be a 
blip. Yet it will be a mistake to underestimate this new 
source of market volatility because Italy is central to the 
European economy. 

 While a recent test case showed favorable results; Italian 
debt sold well in a recent auction, 1.3x oversubscribed 
and so it seemed like it’s business as usual, a credit de-
fault led by an anti-establishment Euro skeptic govern-
ment (if elected in a likely snap elections very soon) could 
send shockwaves worldwide. Italy’s debt is enormous, at 
132 percent of its GDP (twice the ratio of Germany and 
well above the eurozone average of 87 percent), therefore 
parallels to 2012, when the Greek sovereign debt crisis 
(along with debt concerns in Italy, Spain, and Portugal) put 
severe strains on the Eurozone, are hard to ignore.

 Italy’s economy is ten times the size of Greece’s, mean-
ing the consequences of an Italian default or exit from the 
euro would be that much more catastrophic. 

But markets have calmed. US Treasuries have start-
ed to eased back to 2.9% and Italian gov’t bond rates 
are off their highs. This will disappoint billionaire 
George Soros who painted a doomsday scenario of an 
Italexit-induced global financial crisis over media to 
support his $259m bet against European equities.p
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