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US: The ISM nonmanufacturing index for September increased 
significantly to 59.8 from 55.3. The index is consistent with other data 
on personal spending in Q3 that suggest strong consumption of 
services. Improvement was broad-based across sub-components. 
Business activity (+3.8) and new orders (+5.9) rose strongly, which 
bodes well for momentum in the services sector. The employment sub-
index rose modestly. New export orders also edged higher, suggesting 
that external demand conditions remain favorable. Notably, the prices-
paid subcomponent rose by 8.4 pts to 66.3. In all, today’s report adds to 
further evidence of healthy services sector activity in Q3. 
 
UK: September PMIs suggest that the momentum in activity has been 
maintained as the headline index came in slightly firmer, albeit 
overshadowed by a less favourable outlook: new business fell for a 13th 
consecutive month and expectations softened back to the cyclical lows 
seen in June and July this year. Meanwhile, stronger manufacturing was 
offset by falling construction sentiment. Accordingly, latest surveys 
pose a challenge to the BoE in its stated intention to hike “in the coming 
months”. While the BoE is facing downside risk to its growth 
assessment, price pressures seem to be firming. Companies are facing 
rising input prices and appear increasingly constrained to pass them 
onto output prices despite competition and efforts to absorb rising cost 
burdens. Companies report a rather broad-based increase in costs, 
ranging from food, fuel and utility bills to staff salaries. The ongoing 
tightness of the labour market was mentioned both to justify capacity 
constraints (businesses failing to recruit skilled labour) as well as higher 
costs (wage pressures). 
 
Japan: The BoJ Tankan survey, where the diffusion index (DI) of current 
business sentiment among large manufacturers improved to +22 in 
September (June: +17), while the large non-manufacturer DI stayed at 
+23, the former sharply exceeding and the latter nearly matching 
market expectations (Bloomberg medians: +18 and +24, respectively). 
In manufacturing, sentiment reflected clear improvements in the 
earnings cycle, where forecasts for sales and ordinary profits were 
revised sharply upward versus June. Although the DI was expected to 
fall in December for large manufacturers (to +19) and large non-
manufacturers (to +19), the projected levels were still elevated. 
 
Japan’s economic expansion entered its 57th month in August, 
according to the composite index of business cycle indicators, released 
6 October. This matches the length of the socalled Izanagi recovery 
(November 1965 to July 1970), the second longest since WWII. If the 
expansion continues until January 2019, it would surpass the longest 
one, which ran for 73 months from January 2002 to February 2008. 
 
EM flows:  In the week leading to 4 October, inflows into EM dedicated 
funds continued, albeit at a slower pace. EM equity fund inflows were 
led by flows into GEM and EMEA funds. Meanwhile, EM bond fund flows 
were positive on aggregate, whereas EM local currency bond funds 
experienced outflows. 
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Disclaimer 

Important Information: The views and opinions contained herein are 
those of the author(s) on this page, and may not necessarily represent 
views expressed or reflected in other Schroders communications, 
strategies or funds. This material is intended to be for information 
purposes only and is not intended as promotional material in any 
respect. The material is not intended as an offer or solicitation for the 
purchase or sale of any financial instrument. It is not intended to 
provide and should not be relied on for accounting, legal or tax advice, 
or investment recommendations. Reliance should not be placed on the 
views and information in this document when taking individual 
investment and/or strategic decisions.  

Past performance is not a reliable indicator of future results. The value 
of an investment can go down as well as up and is not guaranteed. All 
investments involve risks including the risk of possible loss of principal. 
Information herein is believed to be reliable but Schroders does not 
warrant its completeness or accuracy. Some information quoted was 
obtained from external sources we consider to be reliable. No 
responsibility can be accepted for errors of fact obtained from third 
parties, and this data may change with market conditions. This does not 
exclude any duty or liability that Schroders has to its customers under 
any regulatory system. Regions/ sectors shown for illustrative purposes 
only and should not be viewed as a recommendation to buy/sell. The 
opinions in this material include some forecasted views. We believe we 
are basing our expectations and beliefs on reasonable assumptions 
within the bounds of what we currently know. However, there is no 
guarantee than any forecasts or opinions will be realised. These views 
and opinions may change.   

PT Schroder Investment Management Indonesia, 30th Floor IDX 
Building Tower 1, Jl. Jend. Sudirman Kav 52-53 , Jakarta 12190, 
Indonesia.  

PT Schroder Investment Management Indonesia had received an 
investment manager license from, and is supervised by the Indonesian 
Financial Services Authority (OJK). 

 

 


