Markets cheer Fed rate‑cut odds as oil slide and company downgrades temper rally
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Stock markets in London and across the Atlantic nudged higher on Wednesday as investors grew more convinced that the US Federal Reserve will begin cutting interest rates later this year, a shift that has underpinned a decidedly risk‑on mood.
Joshua Mahoney, an analyst at Rostro, told The Independent that market pricing now implies a better‑than‑even chance of rate cuts at each of the remaining Fed meetings in 2025, “meaning that it is now the base‑case scenario that we see rates at least 75bp lower by year‑end. No wonder markets are in buoyant mood, with a Goldilocks scenario developing.” That optimism helped the FTSE 100 close modestly higher, continuing a short sequence of gains. Reuters also noted the same cautious rally as investors absorbed US inflation data that broadly met expectations.
By the close, the FTSE 100 was up around 0.2%, with the FTSE 250 also slightly firmer; across the Atlantic the S&P 500 hit another record high while the Dow and Nasdaq gained. The softer view on US policy pushed the dollar down and eased benchmark yields: the US 10‑year Treasury yield slipped from the mid‑4 per cent area and the pound rose back towards $1.36, with the euro near $1.17 late in the London session.
The picture on trade and inflation, however, is not uniformly benign. The Independent reported a Bank of America view that tariffs have so far not proved “the inflationary force we expected.” Yet a separate Bank of America research note, covered by Investing.com, warned that tariff‑related price pressures could linger longer than markets currently assume, particularly in sectors such as autos and consumer goods. The contrasting signals underline why traders remain sensitive to incoming data and guidance from central banks.
Energy markets were a drag on the rally. Brent crude fell to about $65.50 a barrel after the International Energy Agency trimmed its demand growth forecast for 2025 to 680,000 barrels per day from an earlier 700,000 bpd, citing softer global growth and market uncertainty. Reuters’ coverage of the IEA report added that world supply looks set to expand faster than previously anticipated following OPEC+ and other producers’ output increases, and that record refinery runs have left the market at risk of a sizeable implied surplus into 2026. Traders are also watching geopolitical developments closely: talk of talks between the US and Russia has fed speculation that any thaw could further pressure prices by easing supply‑side concerns.
That mix of weaker oil and shifting macro expectations showed up in sector moves: big energy names underperformed, with BP and Shell both down after the price slide. At the same time, the market punished Beazley after the Lloyd’s‑listed insurer cut its full‑year premium growth guidance to “low‑to‑mid single digits,” citing softer demand in cyber and property lines and a tougher claims environment. The group warned of “new risks and decreasing predictability” related to emerging technologies and climate impacts; Reuters reported that the downgrading followed first‑half results that showed lower profitability and a wider combined ratio, prompting a sharp share price fall.
Housebuilder Persimmon illustrated how company‑level nuances can temper otherwise positive headlines. The firm posted stronger first‑half underlying pre‑tax profit and said it expects deliveries to rise to around 12,000 units in 2026, but it cautioned that margin progress may be limited by embedded build‑cost inflation and affordability pressures. Reuters noted that those caveats weighed on the stock despite the operational beat, with analysts flagging the potential for margin‑related downgrades.
Looking ahead, investors will be monitoring a busy economic calendar — including UK and eurozone GDP releases, US weekly jobless claims and producer prices — as well as a stream of corporate results such as half‑year updates from Admiral and Aviva in the UK. For now, markets appear to be trading on a wary optimism that a “Goldilocks” combination of easing inflation and rate cuts is attainable; but economists and strategists warn that mixed signals on tariffs, slower oil‑demand growth and company‑specific margin pressures leave plenty of scope for volatility.
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