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Weekly market watch  
 
As at Friday October 26, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  

Hong Kong  HSI  24,717.63 (843.77) -17.39% -13.08% 
India  BSE 30 33,349.31 (966.32) -2.08% 0.58% 
Japan  Nikkei  21,184.60 (1,347.48) -6.94% -3.74% 
Singapore  STI  2,972.02 (90.49) -12.66% -12.24% 
South Korea  KOSPI  2,027.15 (129.11) -17.85% -18.80% 
Taiwan  WSE 9,489.18 (430.08) -10.84% -11.39% 
Shanghai     COMPOSITE 2,598.85 48.38 -21.42% -23.94% 
Europe 
France  CAC  4,967.37 (117.29) -6.50% -9.59% 
Germany  DAX  11,200.62 (353.21) -13.29% -15.26% 
Italy  FTSE MIB  18,683.27 (396.89) -14.51% -17.57% 
Russia  RTSI  1,098.31 (28.66) -4.86% -1.82% 
UK FTSE 100  6,939.56 (110.24) -9.73% -7.53% 
Americas 
Brazil  IBOV  85,719.87 1,500.13 12.20% 12.94% 
Mexico  IPC  45,803.33 (1,634.12) -7.20% -6.50% 
Nasdaq  CCMP  7,167.21 (281.81) 3.82% 9.31% 
US  S&P 500  2,658.69 (109.09) -0.56% 3.84% 
US   DOW  24,688.31 (756.03) -0.13% 5.50% 

 

Bonds 

  
Close 

Yield 
Week ago Month ago Year ago 

10 Year Gilt  1.3830 1.5760 1.5930 1.3840 
10 Year OAT 0.7380 0.8400 0.8430 0.8230 
10 Year Bund  0.3520 0.4600 0.5260 0.4150 
10 Year Japan 0.1130 0.1490 0.1260 0.0700 
10 Year Treasuries  3.0755 3.1921 3.0480 2.4609 

 Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  

US  5.25 4.75 4.25 

Canada  3.70 3.45 3.20 

Japan  1.48 1.48 1.48 

Britain  0.75 0.50 0.25 

ECB  0.00 0.00 0.00 

Switzerland  0.50 0.50 0.50 

Australia 1.50 1.50 1.50 

Hong Kong  5.25 5.25 5.25 

% change is for indication only; local currency except where stated. 
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Equity Markets 

US 

– U.S. stock markets fell sharply last week, as concerns about the impact of global trade tensions on European and 
Chinese growth and weak tech earnings results weighed on the market. The Dow Jones Industrial Average fell 1.19% on 
Friday to 24,688.31, dropping 2.97% for the week. The S&P 500 fell 1.73% on Friday and 3.94% on the week to end at 
2,658.69. The Nasdaq fell 2.06% on Friday and 3.78% on the week to 7,167.21.  With three trading days left in the 
month, all three indexes are close to recording their worst month in eight years.  With Friday’s decline, the S&P and Dow 
are down for the year.  

– The Trump administration is refusing to resume trade talks with China until Beijing makes a concrete offer to address 
U.S. concerns about its trade practices, the Wall Street Journal reported Thursday. The U.S. demand threatens to 
undermine a meeting between US President Donald Trump and Chinese President Xi Jinping at the G-20 leaders’ 
summit in Buenos Aires, Argentina now scheduled for late November. The meeting may be one of the last chances for 
the world’s two largest economies to begin negotiating a resolution to their trade dispute.  U.S. businesses hope the 
Trump-Xi meeting will make sufficient progress that the U.S. would not go ahead with the increase in tariffs on $200 
billion in China imports to 25% from 10% now scheduled for January 1.   

– Electric car maker Tesla’s third quarter results were much better than expected, boosting its stock price.  The company 
posted a net profit of $312 million, or $1.32 per share, compared with expectations for a 19-cent loss. Third quarter 
revenues rose 129% to $6.8 billion. Free cash flow came in at $880 million, four times the $213 million expected.   

– Amazon shares fell sharply on Friday after the e-commerce giant issued a downbeat sales forecast for the fourth quarter. 
Amazon said it expected sales to grow between 10% and 20% from a year earlier, lower than analysts had expected. 
However, its third quarter results were much better than expected, with diluted earnings per share of $5.75 compared to 
analysts’ expectation for $3.14.  

– Shares in Alphabet, the parent of Google, fell after the company announced that growth in Google’s advertising business 
slowed more than expected in the third quarter.  Advertising revenue grew 21% in the third quarter, below the 26% 
growth rate in the second quarter and the 23% growth expected by analysts. Still, earnings per share rose to $13.06, 
easily beating last year’s $9.57 result and analysts’ expectations for $10.40, helped by a lower tax rate and an 
accounting change.  

– Microsoft posted better-than-expected first fiscal quarter results on Thursday.  Revenues rose 19% to $291 billion, above 
the $27.9 billion expected, while earnings per share rose 36% to $1.14 against expectations for 96 cents. Revenues from 
its Azure cloud computing unit jumped 76%, pacing the results.  

– Shares in Snap, the parent of photo-sharing app Snapchat, fell Friday after the company warned that it expected fourth 
quarter user numbers to fall for the third quarter in a row.  The announcement overshadowed better-than-expected third 
quarter results and fourth quarter financial guidance.  

– Chipmaker Intel reported better-than-expected results on Thursday, boosting its stock price.  Revenues rose 19% to a 
new record of $19.2 billion in the third quarter, beating expectations by more than $1 billion, with gains in both its PC and 
clouding computing semiconductor businesses. Net income rose 42% to $6.4 billion.  

– Shares in Twitter rose on Thursday after the instant message platform posted stronger-than-expected revenue growth in 
the third quarter, even though user numbers declined for the second quarter in a row as the company continued to cull 
fake accounts.  Revenues rose 29% to $758 million, above the $700 million expected, as advertising revenues rose 29% 
to $650 million. The company reported net income of $789 million, up from a loss of $21 million a year ago, thanks to a 
$683 million tax gain.  

– Construction equipment maker Caterpillar’s revenues rose 18% from a year earlier to $13.5 billion, above expectations 
for $13.2 billion. Net income was $1.7 billion or $2.88 per share vs. expectations for $2.72.  The company also revised up 
its forecast for full-year revenues. But the company’s shares declined after it warned that Trump administration tariffs had 
cost it $40 million in the third quarter alone and that the full-year impact would be at the low end of a $100 million to $200 
million range.  

– Ford Motor Co. reported earnings fell to 29 cents per share in the third quarter from 44 cents a year earlier, due to a 
decline in its Chinese business.  Net income fell to $1 billion from $1.6 billion a year earlier.  The company reaffirmed its 
full-year guidance for earnings of $1.30 to $1.50 per share, which had been revised down in July.  The company said that 
Trump administration tariffs had cost it about $1 billion so far this year, including $600 million for steel and aluminum.  

– Consumer product giant Colgate-Palmolive posted weak results on Thursday. Net sales fell 3.2% to $3.84 billion in the 
third quarter, while net earnings dropped 14% to $523 million. The strong dollar hurt results, given three-quarters of the 
company’s sales are outside North America.  

– Netflix secured another $2 billion in funding from its latest bond offering, with the money to be used for its continued 
aggressive expansion. The television and movie live streaming service said it would pore $8 billion into new content this 
year, though analysts believe the total will be much higher.  
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UK 

– London stocks fell last week on continued Brexit worries and the decline in global equity markets. The FTSE 100 fell 
0.92% on Friday and 1.56% on the week to finish at 6,939.56. 

– Brexit talks between the UK and EU are on hold because of disagreements within the cabinet of British Prime Minister 
Theresa May, even as time is running out to agree a transition deal before the UK is due to official leave the EU in 
March, Bloomberg reported Friday.  Two factions within cabinet battled at a meeting Tuesday, with seven pro-Brexit 
ministers arguing again May’s plan to allow the UK to remain in the EU customs union for a period after Brexit. Other 
ministers warned the UK risked an economic crisis if it left the EU without a deal on the future economic relationship with 
the EU. A meeting scheduled Thursday to continue discussions was cancelled because of lack of progress in reconciling 
the two positions.  

– Investment bank Barclays reported a net profit of 1 billion pounds in the third quarter, above expectations for 784 million 
pounds and up from 583 million pounds a year earlier. Equity trading revenue rose 35% while fixed-income revenue rose 
9.7%.  

– UK engineering firm Dyson has chosen Singapore over the UK and China to be the site of its new electric vehicle 
production plan, the company announced.  Dyson, known its high-tech vacuum cleaners, will use its knowledge of 
electric motors and batteries to build a series of electric vehicles, investing $2 billion in the project.  

– Shares in WPP, the world’s largest advertising group, fell sharply on Thursday to their lowest level in five years, after its 
reported weak third quarter results.  Like-for-like sales fell 1.5 per cent, more than most analysts expected, as clients 
continued to reduce spending and the rise in internet-based advertising reduced revenue.  

Europe (ex. UK) 

– European stocks fell last week on concerns about the budget confrontation between Italy and the European Commission, 
the outlook for Brexit and global stock weakness. The Eurofirst 300 fell 0.81% on Friday, pulling the index down 2.41% 
on the week to end at 1,386.66. 

– The European Commission rejected on Tuesday the Italian government budget, which includes a sharp increase in the 
deficit to pay for more social programs.  The Commission said it had “no alternative” but to demand changes in the 
budget, which projects a deficit of 2.4% of GDP, well above the 0.8% limit in EU budget rules and violates Italy’s pledge 
to continue to reduce its budget shortfall. It was the first time that Brussels has ever rejected a member state’s budget.  
Under EU rules, Italy now has three weeks to make changes.  Italian officials indicated they would refuse to change the 
budget.  Italy could ultimately face fines if it does not make the changes the Commission is demanding.  

– S&P Global Ratings announced Friday that it had confirmed Italy’s current credit rating at BBB, two notches above a junk 
rating, but changed the outlook to negative from stable.  Italian government policies are “weighing on the country’s 
economic growth prospects, a critical driver of government debt-to-GDP trajectory,” the agency warned.  A week earlier, 
Moody’s cut its rating of Italy by one notch. Italy is the biggest issuer of sovereign debt in the Eurozone.  

– Shares in French auto supplier Valeo fell sharply Friday after it warned for the second time since July that sales would be 
depressed by new EU emission standards and slower growth in China. Valeo shares have fallen by half so far this year.  

– Swiss engineering group ABB said third quarter orders rose 9% to $8.9 billion, below expectations. Net income rose a 
stronger-than-expected 6% to $603 million. ABB’s shares are down 18% so far this year.  

– Mercedes-Benz owner Daimler reported a sharp fall in third quarter profits on Thursday, on lower sales and delays in 
introducing some diesel vehicles. Vehicles sales fell 4%, causing revenues to decline 1% from a year earlier to 40.2 
billion euros.  Profits declined 27% to 2.49 billion euros, below an already reduced target of 3 billion euros.  

– Deutsche Bank reported disappointing third quarter results on Tuesday, with revenues in all its corporate and investment 
banking divisions falling from the previous period. Group revenue was 6.2 billion euros, below expectations. But pre-tax 
profits, at 506 million euros, were above expectations for 328 million euros.  

Japan 

– The Nikkei 225 Index fell 0.40% on Friday and 5.98% on the week to 21,184.60 on concerns that export earnings will be 
hurt by the U.S.-China trade tension and on declines in global equity markets.  

– Automaker Subaru Corp. revised down sharply its earnings forecast for the April-September period, mainly due to costs 
related to quality control.  Subaru now expects an operating profit of 61.0 billion yen, down 44.5% from its previous 
projection and 70% below a year earlier.  

– Hitachi Ltd. and General Electric Co. will jointly develop a new small nuclear reactor, the Yomiuri Shimbun reported. The 
two companies hope to begin marketing the new small reactor in the 2030s.  
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– Hitachi Ltd. is considering selling its car navigation manufacturing unit Clarion Co. to French auto parts maker Faurecia 
SA, as it reviews operations with low profitability, Jiji Press reported Friday. The value of the 60% of Clarion shares that 
Hitachi owns are valued at about 80 billion yen.  

– Toshiba Corp. may liquidate its British nuclear business NuGeneration Ltd. if it is unable to sell the unit, Jiji Press 
reported. The company is in talks to sell the business to Korea Electric Power Corp., which is affiliated with the Korean 
government.  Toshiba closed its overseas nuclear construction business after it suffered huge losses in the United 
States.  

Asia-Pacific (ex. Japan) 

– Chinese stocks fell 0.19% to 2,598.85 on Friday as part of the global equity sell-off.  But the Shanghai Composite still 
rose 2.12% for the week as government efforts to boost the market from the four-year low last week succeeded.  

– Hong Kong stocks fell 1.11% on Friday and 3.30% for the week to close at 24,717.63, as the global decline in equities 
and continued trade tensions weighed on sentiment.  

– Taiwan’s Taiex Index fell 0.33% on Friday and 4.34% for the week to 9,489.18, on continued trade concerns and slowing 
mainland China growth.  Shares in Apple supplier Hon Hai Precision, known as Foxconn, fell to their lowest level in four 
years on fears about iPhone margins and the effects of the U.S.-China trade war.  

– South Korean stocks fell 1.75% on Friday along with other Asia markets and dropped 5.99% on the week to close at 
2,027.15.  Hyundai’s third quarter operating profit dropped 76%, which it blamed on the costs of a US recall and weakness 
in emerging market currencies.  

– Singapore stocks fell 1.35% on Friday on continued trade worries and the declining global stock markets, pushing the 
Straits Times Index down 2.84% for the week to close at 2,972.02.  

Emerging Markets 

– Brazil stocks rose 1.95% on Friday and 1.78% on the week, as controversial Jair Bolsonaro neared a presidential 
election victory in the October 28 run-off. The Bovespa closed at 85,719.88.   

– Mexican stocks fell 1.02% on Friday and 3.44% on the week to end to 45,803.33, mirroring the decline in U.S. markets.    
– Indian stocks fell 1.01% on Friday and 2.82% on the week to 33.349.31, the eighth decline in the last nine weeks.    
– Russian stocks fell 2.00% on Friday, pushing the index down 2.54% on the week to settle at 1,098.31, as the price of oil 

fell for the third week in a row.  

Alternative Assets 

– Crude oil prices rose on Friday on worries about Saudi Arabian supply due to the scandal surrounding the death of 
journalist Jamal Khashoggi but declined for the third week in a row. The December West Texas Intermediate contract 
rose 0.4% on Friday to $67.59 per barrel but was still down 2.4% on the week. The December Brent crude contract, used 
to price international oils, rose 1% on Friday to $77.62, but was down 2.7% on the week. 

– Gold prices rose Friday and gained for the fourth week in a row as safe-haven buying due stock market weakness.  
December gold rose 0.3% on Friday and 0.6% on the week to settle at $1,235.80 per troy ounce.  Gold is up 3.3% so far 
October.   

Fixed Income 

US 

– The yield on benchmark 10-year U.S. Treasuries fell sharply to 3.0755% at the end of last week from 3.1921% at the end 
of the previous week, as investors sought a safe-haven from equity market weakness.  Treasury yields decline four of the 
five trading days last week.  

– Third quarter GDP rose 3.5% in the advance estimate, higher than the 3.3% pace expected, reflecting smaller 
contributions from net exports and fixed investment compared with the previous quarter, data released Friday by the 
Bureau of Economic Analysis showed. The BEA noted that it was not possible to estimate the impact of Hurricane 
Florence on third quarter GDP.  The core PCE price index rose 1.6% in the third quarter after a 2.1% increase in the 
second quarter. On a year/year basis, third quarter core PCE prices were up 2.0% after a 1.9% year/year rise in the 
second quarter and are now in line with the Fed's threshold that the monthly data has been indicating. The overall GDP 
price index was 1.7% in the third quarter, lower than the 1.9% rate expected, after a 3.0% pace of growth for the second 
quarter. The net export gap widened sharply to $939.0 billion for the third quarter after narrowing to $841.0 billion in the 
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second quarter. The net contribution of this category to overall GDP was the -1.78, the largest drag since the second 
quarter of 1985. Final sales to domestic purchasers rose 3.1% after a 4.0% rise in the previous quarter. Non-residential 
fixed investment rose by 0.8% in the third quarter, slowing from the 8.7% rise in the second quarter, due mostly to a drop 
in structures investment. Residential fixed investment was down 4.0% in the third quarter after a 1.3% decline in the 
second quarter. However, inventories were up $76.3 billion in the third quarter after a $36.8 billion decline in the second 
quarter. When the inventory component is removed, real final sales of domestic product were up only 1.4% after a 5.4% 
gain in the second quarter.  Personal consumption expenditures were up 4.0% in the third quarter after a 3.8% rise in the 
second quarter, in line with retail sales and PCE data that showed continued solid growth with some moderation at the 
end of the quarter. The moderately faster third quarter rate reflected larger gains for both goods PCE and services PCE 
compared with the previous quarter. Government spending rose 3.3% in the third quarter after a 2.5% rise in the second 
quarter. Federal government spending was up 3.3%, while state and local government spending rose 3.2%. 

– The Federal Reserve's latest Beige Book published Wednesday noted that rising materials and shipping costs due in part 
to tariffs as well as difficulty finding qualified workers remain among the top concerns for businesses across the country. 
The report, an anecdotal review of the state of the economy over the past six weeks, showed a modest to moderate 
expansion across most Fed districts. The exceptions were: The Dallas district reported robust growth driven by 
manufacturing activity, while New York and St. Louis saw slight growth. The economy overall appeared to slow a tad 
from the "moderate" pace reported in the last Beige Book. Manufacturers saw moderate growth but said they continued 
to face rising input and shipping costs and a shortage of qualified workers. Consumer spending increased modestly while 
commercial and residential real estate was mixed with some reports of rising home prices and low inventory. Prices of 
final goods and services grew at a "modest to moderate pace" across most regions as manufacturers raised prices to 
keep pace with higher input prices, which they blamed on tariffs. Energy firms said they reorganized supply chains 
because of the tariffs. Some retailers and wholesalers raised prices as transportation costs rose and "worried about 
impending cost increases resulting from tariffs." A number of firms cited concerns over trade tensions and some are 
delaying capital spending while waiting out the uncertainty. The labor market remained tight, with most districts seeing 
widespread shortages for both higher-skilled and lower-skilled workers. Employment grew "modestly or moderately" 
across most of the country, with some firms reporting the labor shortage constraining growth. Wage growth continued to 
be "modest to moderate" with an unchanged outlook though there were gains for sectors like construction where labor 
shortages exist. Some businesses offered bonuses, more vacation or flexible work schedules in lieu of higher wages to 
attract and retain workers. 

UK 

– The yield on 10-year Gilts fell for the third week in a row, to 1.3830% late Friday from 1.5760% at the end of the previous 
week, as investors sought a safe haven on Brexit and global equity concerns.   

– UK manufacturing orders in the three months to October contracted at the sharpest pace in the three years, according to 
the latest quarterly CBI Industrial Trends Survey. The fall in order book growth diffusion index, down to -6 in the three 
months to October from +15 in the three months to July, was driven by sharp reductions in domestic and export orders, 
taking the overall index to a three-year low and below the long-term series average of 0. The volume of domestic and 
export orders both slipped to three-year lows (-10 and -8 respectively) and, like the overall index, each sit below their 
long-run averages. In what made for a bleak assessment of the UK manufacturing sector less than 200 days before the 
UK detaches itself from the European Union, business optimism and investment intentions also deteriorated markedly. 

– Optimism regarding the business situation receded to -16 in the three months to October, down from -3 in July and the 
lowest quarterly outturn since July 2016. Alongside this, prospects for exports over the coming year plunged to a six-year 
low, signalling heightened anxiety across firms surrounding future trading arrangements. Intentions to invest over the 
next year relative to the previous year also receded, with plans to invest in plant and machinery the lowest since July 
2009. Looking ahead to the next three months, coinciding with the final stages of Brexit negotiations, total orders were 
expected to weaken further. The volume on new orders over the next three months balance moderated to -4 in the three 
months to October, a five year low. Firms were more pessimistic about future domestic orders than export orders, with 
the former slipping into sub-zero territory. 

– UK mortgage approvals dipped for the third consecutive month in September to sit at their lowest level since March, UK 
Finance data published Wednesday showed.  The September UKF figures add to the evidence that housing market 
activity is stagnant, with approvals a good indicator of future house purchase levels. In September there were 38,505 
mortgage approvals, down from 39,241 in August and below the 12-month average of 38,967. Re-mortgaging approvals 
also dipped. Approvals fell to 27,874, recording the biggest monthly fall since December 2017, down from 30,838 in 
August and below the 12-month average of 29,506.  
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Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to 0.3520% at the end of last week from 0.4600% at the previous week’s 
close, on safe-haven buying.    

– The European Central repeated that it expects to end its program of asset purchases, currently running at EUR15 billion 
a month, after December, and that interest rates would remain at their present levels at least through the summer of 
2019. Some economic data has been weaker than expected, but overall it remains consistent with a sustainable 
convergence towards the ECB's inflation target, ECB President Mario Draghi said. Growth was also returning to levels 
compatible with potential after last year's expansion at rates above potential. The impact of risk factors including trade 
uncertainties and tensions over Italy's budget should be clearer once the ECB produces its December economic 
forecasts. Monetary policy will remain very accommodative even if asset purchases cease in December, Draghi said, 
thanks to reinvestment of maturing bonds and forward guidance. Underlying inflation is still muted but increasing from 
earlier lows, and Draghi said he was confident that the rate of price increases would gradually converge to the ECB's 
target. The ECB meeting did not discuss how to reinvest maturing bonds. Draghi said he would be surprised if the ECB 
were to stop using its capital key to guide its reinvestment purchases. Draghi said there was no evidence of contagion 
from Italy but refused to rule the possibility out altogether. He expressed confidence that an agreement between Brussels 
and Rome would be reached. Asked how the ECB would respond should higher Italian government bond yields erode 
the capital of Italian banks, he said that the answer would be for the Italian government to pursue policies which reduced 
spreads. Draghi did not answer the question of what the ECB would do if no consensus on reinvestment policy could be 
reached in December. 

– Euro area economic growth likely deteriorated further in October, as an export-led manufacturing slowdown spread into 
the services sector, the flash IHS Markit survey published Wednesday showed. The Flash Eurozone Composite 
Purchasing Managers' Index (PMI), which is typically based on 85% of respondent data, declined to a 25-month low of 
52.7 in October, down from 54.1 in September. While the index has signaled rising activity across the bloc for over five 
years, standing above the neutral 50-threshold all throughout this period, growth rates remain considerably below those 
delivered around the turn of the year when activity peaked. "The pace of Eurozone economic growth slipped markedly 
lower in October, with the PMI setting the scene for a disappointing end to the year," said Chris Williamson, Chief 
Business Economist at IHS Markit. "The survey is indicative of GDP growth waning to 0.3% in the fourth quarter, and 
forward-looking indicators, such as measures of future expectations and new business inflows, suggest further 
momentum could be lost in coming months," he added. October saw the seventh monthly decline in the past nine months 
and firms' future expectations suggest the slowdown has further to run -- companies' expectations of future growth 
slipped to the lowest level in almost four years. The slowdown in growth, as led by the manufacturing sector, which saw 
the Eurozone manufacturing index slip to 52.1, a 26-month low, down from 53.2 in September. Within this, the output 
index slumped to a 46-month low of 51.2 (vs 52.7 in September). Perhaps suggestive that the bloc's export-led boom 
may be losing steam, the orders index fell for the first time since November 2014, albeit only marginally. The slowdown 
was not due solely to manufacturing, with service sector activity also easing on the month. The flash Eurozone services 
PMI fell to 53.3 in October - a two-year low - from 54.7 in September, with the month registering the second-smallest 
gain in new business in almost two years. 

Japan 

– The yield on 10-year Japanese government bonds fell to 0.1130% from 0.1490% at the previous week’s close as the 
Bank of Japan continued to allow slightly higher yields.  

– The annual consumer inflation rate in Tokyo, a leading indicator of the national average, was the same in October from 
September, propped up by higher energy and processed food prices, data from the Ministry of Internal Affairs and 
Communications released Friday showed. The Tokyo core consumer price index (excluding fresh food) rose 1.0% on 
year in October, in line with the MNI median economist forecast. It was the 18th straight y/y rise since the +0.1% in May 
2017. Energy costs accelerated to +7.4% in October from +6.4% in September. They contributed 0.37 percentage point 
to total Tokyo CPI in October, 0.05 point higher than in September.  The core CPI was again supported by the robust 
overseas holiday tours costs, which rose 15.4% y/y in October, after jumping 13.0% in September (August saw a gain of 
just 3.9%). The core-core CPI (excluding fresh food and energy) -- a key indicator of the underlying trend of inflation -- 
rose 0.6% on year in October in Tokyo, decelerating from +0.7% in September. 

– The Bank of Japan's prolonged easy monetary policy, including large scale asset purchases, hasn't caused any 
overheating like that observed during the bubble period of the late 1980s, the central bank's biannual Financial System 
Report released Monday said. However, the FSR warned that financial institutions' core profitability and regional banks' 
capital adequacy are falling. “In a stress event, downward pressure on the economy from the financial system -- a 
decrease in financial institutions' risk taking -- would be more likely to intensify than in the past," the FSR said. "Financial 
institutions that have actively engaged in risk taking, in areas such as lending to middle-risk firms and the real estate 
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sector, as well as securities investment, could experience larger declines in their capital because of credit costs and 
losses on securities," the report added. The FSR will not trigger the BOJ board into quickly considering an adjustment to 
its powerful easy policy to mitigate any side-effects and the board will maintain the view that benefits of easy policy are 
greater than any costs. 

– Bank of Japan Deputy Governor Masazumi Wakatabe said Thursday that if a central bank took strong measures to burst 
an asset bubble, it would push the economy into a serious recession. "The central bank should not ignore asset price 
fluctuations completely, but there are still discussions, regarding whether to tighten monetary policy as a pre-emptive 
measure against a rise in asset prices," Wakatabe said at symposium on innovation at Keio University in Tokyo. 
Wakatabe has said that serious side-effects of a prolonged easy policy haven't been observed, indicating the BOJ 
doesn't need to adjust tits policy to mitigate against side-effects. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Market News International 

The information is based on management forecasts and reflects prevailing conditions and our views as of this date, all of which are accordingly subject to 
change. In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and completeness of all information 
available from public sources or which was provided to us by or on behalf of the potential investor or which was otherwise reviewed by us. No responsibility can 
be accepted for errors of fact or opinion.  
Past performance and any forecasts are not necessarily a guide to future or likely performance. You should remember that the value of investments can go 
down as well as up and is not guaranteed. Exchange rate changes may cause the value of the overseas investments to rise or fall. 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of investment products.  
Potential investors should be aware that such investments involve market risk and should be regarded as long-term investments. 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 
The investments mentioned in this document may not be suitable to all investors. The information contained in this document is provided for reference only and 
does not constitute any investment advice. Investors are advised to seek independent advice before making any investment decision. Past performance is not 
indicative of future performance. Investment involves risk and investors may not get back the amount originally invested. Please read the relevant offering 
document carefully, in particular fund features and the risks involved in investing in the fund. 
Schroder Investment Management (Hong Kong) Limited is regulated by the SFC. Non-Hong Kong residents are responsible for observing all applicable laws and 
regulations of their relevant jurisdictions before proceeding to access the information contained herein. The document has not been reviewed by the SFC and 
may contain information of non-SFC authorized funds. Issued by Schroder Investment Management (Hong Kong) Limited. 


