
 

 

 

 

 

 

LIM is the exclusive, institutional-grade trading 
platform providing a definitive edge for CFD, Forex, 
and Commodities traders. 

 

 
 
  

London Investment Markets 
– Education Hub 

 
London Investment Markets – News & 
Markets 

LIM keeps you informed with the latest 
financial news, market analysis, and 
economic events that move global 
markets. 
 

Explained: Central Bank Decisions & 
The Financial Markets 

Central bank decisions are the "gravity" of the financial world—when they move, every other asset class 
reacts. In 2026, the primary focus has shifted from the aggressive hikes of previous years toward a delicate 
"normalization" or easing phase. 

Here is how these decisions ripple through the markets: 

1. Interest Rates: The Cost of Money 

The most direct tool a central bank has is the "Policy Rate" (e.g., the Fed Funds Rate). 

• Stocks: Lower rates reduce borrowing costs for companies, boosting profit margins and making their 
future earnings more valuable today (higher valuations). Conversely, high rates act as a "gravity" on 
stock prices, especially for high-growth tech sectors. 

• Bonds: Bond prices and interest rates move in opposite directions. When a central bank signals a 
rate cut, existing bonds with higher coupons become more valuable, driving their prices up. 

• Consumers: Decisions directly affect mortgage rates, credit card interest, and auto loans, which 
dictates how much "disposable" income is left to drive the economy. 

 



 
   The Currency Exchange (Forex) 

Currencies are essentially a "scorecard" of a country’s interest rate environment. 

• Higher Rates = Stronger Currency: International investors seek higher yields, so they buy the 
currency of the country with the highest rates (e.g., if the Fed is hawkish, the USD typically rises). 

• Divergence: Markets move most violently when two central banks go in opposite directions. For 
instance, in early 2026, we are seeing a divergence between the ECB (holding steady at 2.0%) and 
the Fed (contemplating further cuts), which creates volatility in the EUR/USD pair. 

Quantitative Easing (QE) & Tightening (QT) 

Beyond rates, central banks manage the quantity of money by buying or selling government bonds (their 
"Balance Sheet"). 

• QE (Expansion): The central bank buys bonds, flooding the system with cash. This lowers long-term 
yields and encourages "risk-on" behavior (buying stocks, crypto, and real estate). 

• QT (Contraction): The central bank lets bonds expire without replacing them, sucking liquidity out of 
the market. 

Current Context: In late 2025/early 2026, the Federal Reserve shifted from QT to a new phase of "balance-
sheet expansion" to ensure there is enough liquidity in the overnight repo markets. 

Forward Guidance: The "Psychology" Tool 

Sometimes what a central bank says matters more than what it does. 

• The "Dot Plot": In the US, this chart shows where Fed officials expect rates to be in the future. 

• Market Impact: If the Fed holds rates steady but "hints" at three cuts later in the year, the stock 
market may rally immediately on that news, even though no physical change occurred. 

 

Summary Table: Market Reactions to a Rate Cut 

Asset Class Immediate Reaction Reason 

Stocks           Bullish Cheaper debt and higher valuation multiples. 

Bonds      Price Up Fixed-income yields become more attractive. 

Currency      Bearish Investors move capital to higher-yielding countries. 

Gold           Bullish Non-yielding assets look better when cash yields drop. 
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*Past performance does not reflect future results. The above is for marketing and general 
informational purposes only and are only projections and should not be taken as investment 
research, investment advice or a personal recommendation. 

 
 



Why Choose LIM 

Institutional-Grade Trading 
 

Access the same trading tools and conditions previously available only to large 
financial institutions. 

 

 
Regulation 
London Investment markets Limited is registered in the Marshall islands, Registered Number: 
134064. Senior management is comprised of UK qualified Head of Compliance as well as 
English qualified lawyers who manage the firm to the highest standards of regulatory 
compliance. 

 
 

Client Money Protection 

Client money is segregated into a dedicated client money account. 

 

 
Corporate Governance 

The firm is managed by a UK qualified Head of Compliance as well as English qualified lawyers. 
All procedures at LIM are drafted by market leading professionals. 

 

 
Liquidity from Large Financial Institutions 

Sophisticated technology allows us to provide wholesale interbank prices, historically available only 
to large financial institutions and corporations. 

 

 
No Dealing Desk execution 

All trades are executed by systems without human interventions. 

 
 

 
Secure 

Your data is protected by enterprise-grade encryption. 


