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Weekly market watch  
 
As at Friday October 4, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  25,821.03 (220.90) -0.10% -2.83% 
India  BSE 30 37,673.31 (1,316.43) 4.45% 9.59% 
Japan  Nikkei  21,410.20 (468.70) 6.97% -9.98% 
Singapore  STI  3,078.36 (47.27) 0.31% -4.09% 
South Korea  KOSPI  2,020.69 (53.83) -1.00% -10.89% 
Taiwan  WSE 10,894.48 22.49 12.00% 3.59% 
Shanghai     COMPOSITE 2,905.19 (71.89) 16.49% 2.97% 
Europe 
France  CAC  25,821.03 (220.90) -0.10% -2.83% 
Germany  DAX  37,673.31 (1,316.43) 4.45% 9.59% 
Italy  FTSE MIB  21,410.20 (468.70) 6.97% -9.98% 
Russia  RTSI  3,078.36 (47.27) 0.31% -4.09% 
UK FTSE 100  2,020.69 (53.83) -1.00% -10.89% 
Americas 
Brazil  IBOV  102,551.30 (2,526.33) 16.69% 23.63% 
Mexico  IPC  43,416.90 559.32 4.27% -10.82% 
Nasdaq  CCMP  7,982.47 42.85 20.30% 1.31% 
US  S&P 500  2,952.01 (9.78) 17.76% 1.74% 
US   DOW  26,573.72 (246.53) 13.92% -0.20% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.4430 0.4990 0.4930 1.6690 
10 Year OAT -0.2810 -0.2800 -0.3730 0.8740 
10 Year Bund  -0.5860 -0.5730 -0.6740 0.5310 
10 Year Japan -0.2110 -0.2350 -0.2770 0.1590 
10 Year Treasuries  1.5290 1.6801 1.4657 3.1870 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  

US  5.00 5.50 5.00 
Canada  3.95 3.95 3.70 
Japan  1.48 1.48 1.48 
Britain  0.75 0.75 0.75 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.00 1.50 1.50 
Hong Kong  5.38 5.38 5.25 

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

– U.S. stocks rebound on Friday on slightly weaker-than-expected U.S. employment data that kept alive hopes for another 
Federal Reserve rate cut this month. However, the S&P 500 and the Dow Jones Industrial average ended down on the 
week as data on Tuesday showed U.S. manufacturing activity slowed to its slowest pace in a decade. The Dow Jones 
Industrial Average rose 1.42% on Friday but fell 0.92% for the week to close at 26,573.72. The S&P 500 index rose 
1.42% on Friday but fell 0.33% on the week to 2,952.01. The Nasdaq Composite rose 1.40% on Friday, pushing the 
index up 0.54% for the week to close to 7,982.47.   

– The impeachment inquiry into U.S. President Donald Trump’s attempts to enlist foreign governments to investigate his 
political opponents gathered steam last week, aided by Trump himself.  On Wednesday, he publicly called on China to 
investigate former Vice President Joe Biden and his son Hunter Biden. This followed allegations that Trump withheld 
military aid to Ukraine to put pressure on Ukraine President Volodymyr Zelensky to investigate the Bidens. “They should 
investigate the Bidens,” Trump told reporters. “Likewise, China should start an investigation into the Bidens, because 
what happened in China is just about as bad as what happened with Ukraine.” Trump denied that he asked Chinese 
President Xi Jinping to do so, “but it’s certainly something we should start thinking about. He also denied there was any 
quid quo pro between U.S. military aid to Ukraine and a Biden investigation.  But emails between U.S. diplomats suggest 
they saw just such an arrangement.  “As I said on the phone, I think it’s crazy to withhold security assistance for help with 
a political campaign,” William Taylor, the top U.S. diplomat in Ukraine wrote on Sept. 9 to Kurt Volker, special envoy to 
Ukraine, and Gordon Sondland, the U.S. ambassador to the European Union, according to one text message. The New 
York Times reported that U.S. diplomats drafted a statement in August for the Ukraine president committing him to 
investigate the Bidens. The House of Representatives committee investigation called Volker, who resigned last week, as 
its first witness.  The committee also issued subpoenas for records from the White House, the State Department and 
Vince President Mike Pence.  The whistleblower whose report started the case will testify before the committee in private 
in the near future.  In addition, a second whistleblower is considering filing a report, the New York Times reported Friday.  

– Trump’s call for China to investigate the Bidens came only a few days before top Chinese trade negotiators arrive in 
Washington for a new round of talks in an attempt to de-escalate the bilateral trade conflict. The outlook for a 
breakthrough at the meeting scheduled for October 10-11 remained murky.  “I have a lot of options with China, but if they 
don’t do what we want, we have tremendous power,” Trump told reporters Wednesday.  The week before, Trump  

– launched a forceful attack against Chinese trade policies in an address to the United Nations General Assembly, saying 
he would not accept a bad trade deal.  Analysts say China and the U.S. have good reason to strike a small-scale “mini-
deal” centered on China continuing to buy U.S. agriculture products and the U.S. would postpone tariff increases 
scheduled for October 15 and December 15.  Some have argued that Trump would be more receptive to such a deal 
given his need to distract attention from the impeachment inquiry, but others believe he may not be willing to compromise 
to get the deal. China, for its part, may also not be willing to make the necessary compromises, given strong resistance 
in Beijing to any deal that would be perceived as infringing on the nation’s sovereignty.  

– The World Trade Organization ruled on Tuesday that the U.S. could impose up to $7.5 billion in tariffs on European 
Union exports in retaliation for illegal subsidies to aircraft maker Airbus.  The award was the largest in WTO history. The 
U.S. expected to sanction most Airbus planes and parts – except those used in its Alabama production facility – wine and 
other alcoholic products, cheese, olives, sweaters and business suits.  While the WTO authorized 100% tariffs on EU 
goods, the U.S. will impose only 10% tariffs on new airplanes and 25% tariffs on agricultural and other industrial 
products. U.S. officials said the levies will be place by October 18. The EU threatened to retaliate when the WTO rules 
early next year on U.S. subsidies to U.S. aircraft maker Boeing, EU Trade Commissioner Cecilia Malmstrom said, while 
calling on the U.S. to enter into negotiations to reach a “fair and balanced solution.”  Airbus warned that the tariffs could 
hit the U.S. aircraft industry, since it sources about 40% of its components from the U.S.  

– Fast fashion retailer Forever 21 filed for bankruptcy on September 29, due to fierce competition and its own over 
expansion. The company said it would close as many as 350 of its 800 stores, including most locations in Europe and 
Asia. The company was the latest victim of the demise of bricks-and-motor shops in favor of online e-commerce 
purchases.  

– U.S. payments giant PayPal became the first foreign company to receive a license to offer payment services in China. 
Guofubau, a small Chinese online payments firm, said Monday that the People’s Bank of China had approved PayPal’s 
application to buy a 70% stake in the company.   U.S. credit companies Visa and MasterCard have waited for years for 
approval to operate in the country.  Separately, PayPal dropped out of the Libra Association, the group of companies that 
backed Facebook’s Libra digital currency.  

– WeWork remained under pressure last week.  On Monday, it formally abandoned its IPO plan.  On Tuesday, the Fitch 
Ratings cut the company’s credit rating two notches into junk bond status, to CCC+ from B, with a negative outlook. 
Moody’s downgraded the company last week. “In the absence of an IPO and associated senior secured debt raise, 
WeWork does not have sufficient funding to meet its growth plan,” Fitch said, warming that its market position could be in 
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jeopardy if major customers hesitate to sign new leases out of concern about the company’s future. Short sellers have 
jumped on WeWork’s debt, with some 10% of $669 million in outstanding bonds on loan to bet that their prices would fall. 
The company’s new CEO warned employees to expect layoffs, which news reports put at several thousand.  

– Johnson & Johnson agreed to settle the opioid lawsuits filed against it in the state of Ohio for $20.4 million, ahead of a 
trial set to take place later this month.  J&J is the fourth company to settle opioid lawsuits ahead of trial this year, with this 
case seen as a precedent for other lawsuits filed by local governments nationwide.  While J&J did not have to admit fault, 
it still faces hundreds of other such lawsuits. The settlement includes a $10 million cash payments, $5 million to 
reimburse legal fees incurred by the plaintiffs and $5.4 billion in charitable contributions.  

– Electric carmaker Tesla said it had 96,155 new cars and delivered about 97,000 in the third quarter, just short of the 
100,000 CEO Elon Musk promised the week before.  However, the company’s stock fell almost 4% on the news, given 
concerns about profitability.  The vast majority of the new deliveries – 79,600 -- were the cheaper Model 3, while 
deliveries of the more expensive, and more profitable, Model X and Model S cars slipped to 17,400.  The company will 
release its financial report later in the month.  

– Printer and computer maker HP plans to cut between 7,000 and 9,000 jobs as part of a cost-cutting plan, the company 
announced Thursday.  That would be up to 16% of its workforce of 55,000 at the end of 2018.  The company expects the 
plan to generate restructuring charges of about $1 billion through 2022 but result in $1 billion in annual savings starting 
that year.  The company’s share prices are down about 10% year to date.  

– Blackstone Group said Monday it would buy U.S. industrial warehouses from real estate and investment management 
firm Colony Capital for $5.9 billion deal to take advantage of the demand for delivery and warehousing services to 
support the e-commerce boom.  This is Blackstone’s second major warehouse deal this year. In June it bought U.S. 
industrial warehouse properties from Singapore-based GLP for $18.7 billion. 

UK

– The FTSE 100 rose 1.10% on Friday but fell 3.65% on the week to close at 7,155.30 on weak economic data and worries 
about Brexit.  

– With less than a month to go before the current Brexit deadline, UK Prime Minister Boris Johnson unveiled his revised 
transition plan, which eliminates the much despised “Irish backstop” intended to prevent the erection of a hard border 
between Northern Ireland, part of the UK, and the Republic of Ireland, part of the EU.  Instead, the plan would create a 
special customs frontier in Ireland and a separate regulatory border between Northern Ireland and the rest of the UK.  
Johnson’s Conservative Party appeared to endorse the plan, as did Northern Ireland’s Democratic Unionist party.  But 
EU official expressed strong skepticism about the plan and top officials of the Republic of Ireland rejected it outright.  The 
Brexit steering committee of the European Parliament, which must approve any Brexit deal, said the new UK plan did not 
“represent a basis for an agreement to which the European Parliament could give consent.” Johnson needs to act to 
reach agreement on a transition plan before the EU leaders’ summit on October 17-18.  If he cannot, then he is now 
bound by a resolution passed by Parliament to ask the EU for an extension of the current October 31 Brexit deadline.  
However, critics suspect that Johnson will do everything he can to avoid asking for such an extension and try to push 
through a no-deal Brexit, which would land the issue in court.  Johnson was also weighed down by allegations he had a 
sexual relationship with U.S. businesswoman Jennifer Arcuri while he was mayor of London, giving her preferential 
treatment in city grants and trade missions.  

– Some London Stock Exchange (LSE) investors have told the Hong Kong Exchanges and Clearing (HKEx) that any bid 
must contain more cash and be up to 20% higher to persuade them to consider it, Reuters reported.  HKEx is lobbying 
investors to back its $39 billion bid for LSE, which is about 25% in cash and the rest in HKEx stock.  The Hong Kong 
company has until October 9 to make a formal offer or walk away.   

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 0.80% on Friday on Wall Street’s rebound but fell 2.97% in the week to 1,495.42 
as weak economic data renewed worries about the global economy.   

– Some 400,000 German car owners have joined a class action lawsuit again Volkswagen over the diesel emissions 
cheating scandal, claiming VW’s actions reduced the value of their cars.  The case could take years to resolve.  VW has 
already paid out over $30 billion to settle claims in the scandal.  

– Shares in the Asia-Pacific unit of Belgium brewer Anheuser-Busch InBev rose more than 4% in their debut in Hong Kong 
on Monday. The listing, at the lower end of the indicated price range, raised $5 billion, in the second largest listing this 
year after Uber’s.  AB InBev scrapped its initial listing attempt in July after investors expressed concern about the pricing. 
It tried again last week after selling its Australian brewing operations to Japan’s Asahi for $11 billion.  

– The European Court of Justice upheld on Wednesday EU rules that Facebook must delete illegal posts, including hate 
speech, worldwide, not just in the EU, if ordered to do so by a national court.  Critics warned the ruling it would violate 
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freedom of speech, as could force one country’s concept of what is illegal on another country. The decision came after 
the Court ruled earlier in the week that the EU regulation requiring Facebook and other social media platform to allow 
user data to be “forgotten” applied only in the EU, not worldwide.  

Japan 

– The Nikkei 225 index rose 0.32% on Friday following a sharp fall on Thursday but was still down 2.14% on the week to 
21,410.20, the second straight weekly decline, as weak U.S. economic data renewed concerns about the global growth 
outlook.  

– On Oct. 1, the consumption tax rate was raised from to 10% from 8%. Major restaurants and retailers as pushing new 
services and special deal to maintain consumer spending. Small and midsize businesses and self-employed individuals 
are struggling to pass on the tax hike to their customers due to consumer sentiment that is averse to price increases, 
Japanese media reported.  

– Japan is delaying export approval of a material vital to South Korean semiconductor manufacturing, South Korea’s trade 
ministry said in a statement Tuesday, as the bilateral trade dispute showed no sign of easing.  A week earlier, the 
Japanese government agreed to hold talks on the dispute after Seoul filed a complaint with the World Trade Organization 
over Tokyo’s export controls.  Seoul argued that the removal in July of preferential trade status for three chemicals 
critical to South Korean semiconductor manufacturing violated WTO rules regulating trade actions for political purposes. 
Japan argued the restrictions were imposed for security issues. The week before, tensions eased somewhat, after Japan 
approved the first shipment of hydrogen fluoride, used in the production of semiconductors, to South Korea since Japan 
tightened export controls in July.. Both countries have removed the other from their respective “white lists” of countries 
given preferential trade treatment. Japan’s move to restrict exports to South Korea came following Seoul’s decision to let 
South Korean courts seize assets of Japanese companies to compensate individuals who claimed to have been forced 
to work for Japanese companies during World War II, after the country’s Supreme Court ruled that a 1965 treaty in which 
Japan paid compensation to South Korea did not cover claims by individuals. 

– SoftBank Group is struggling to raise money for a second large technology investment fund after the failed public offering 
of office-rental company WeWork and declining valuations of other major investments, Reuters reported. Softbank 
founder and CEO Masayoshi Son is still determined to go ahead with Vision Fund 2, but it is likely to be much smaller, at 
least initially, than the $108 billion that SoftBank said it had lined up when it announced the new fund in July, sources told 
Reuters.  Major investors have not yet signed on, with Softbank’s own pledge of $38 as the only large commitment, 
which itself may be in doubt given recent declines in the value of major investments, such as Uber and Slack.  

– Tokio Marine Holdings will buy U.S. insurer Pure Group for about $3.1 billion, the Japanese company said Thursday, in 
its latest move to use acquisitions in the U.S. to offset slowing growth at home. The deal is expected to close during the 
first quarter of 2020.  Pure Group, founded in 2006, provides property and casualty insurance to high net-worth 
individuals in the U.S. and is one of the top three players in that market.  Pure Group was Tokio Marine’s third large U.S. 
acquisition in the last 11 years, having bought Delphi Financial for $2.7 billion in 2011 and Philadelphia Consolidated for 
$4.7 billion in 2008. 

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index fell 0.92% on Monday to 2,905.19 in its only day of trading ahead of the 
week-long national day holiday that began Tuesday.  Worries about the economic outlook amid the U.S. trade conflict 
continued to weigh on sentiment.  Markets will reopen on Tuesday, October 8.  

– Hong Kong's Hang Seng index 1.11% on Friday, pushing the index down 0.52% in the holiday shortened week to 
25,821.03 on rising concern about the cost of and outlook for the anti-government protests, after a policeman shot a 
teenage protest on Tuesday and the government used a colonial era law to ban as of Friday the wearing of face masks 
during public demonstrations, which incited particularly violent protests on Friday night.  The market will be closed on 
Monday for a holiday.  

– Taiwan's Taiex rose 0.17% on Friday and 0.60% on the week to 10,894.48 on hopes for an easing of trade tensions 
between the U.S. and China after negotiations next week.  

– South Korea's Kospi fell 0.55% on Friday and 1.18% on the week to close to 2,020.69 as foreign investors sold shares 
for five consecutive trading days worries about the global economic outlook and cautious ahead of U.S.-China trade talks 
this week.   

– The Singapore Straits Times Index fell 0.31% on Friday and 1.51% for the week to close at 3,078.36 renewed worries 
about the global economic outlook ahead of the release of the city-state’s GDP data on Friday 

 



 

 Weekly market watch 5 

 

 
Emerging Markets  

– Brazil's Bovespa rose 1.02% on Friday, boosted by gains on Wall Street, but still fell 2.40% on the week to 102,551.32, 
the first decline in six weeks on worries about the global growth outlook.   

– Mexico's IPC rose 2.29% on Friday, the biggest gain in six months, following Wall Street’s strong gain after a moderate 
rise in U.S. employment growth eased concerns about recession.  Friday’s rise pushed the index up 1.31% on the week 
to 43,416.90.  

– India's BSE 30 fell 1.14% on Friday for the fifth straight trading day, led by banking stocks, after the Reserve Bank of 
India cut interest rates, as expected, meeting to boost growth that has fallen to a six year low. The central bank promised 
to maintain its accommodative stance “as long as necessary.”  The index was down 2.96% on the week to 37,673.31. 

– Russia's RSTI rose 0.36% on Friday but fell 2.68% for the week to close at 1,311.65, a weak economic indicators for 
major economies suggested that demand for oil, Russia’s largest export, would slow in the period ahead, pushing down 
its price.    

Alternative Assets 

– Oil futures prices rose on Friday, breaking an eight-day streak of price declines, but prices still posted their biggest 
weekly loss since mid-July.  November West Texas Intermediate (WTI) crude rose 0.7% on Friday to $52.81 per barrel, 
with the price down 5.5% on the week. The December Brent crude contract on London’s ICE Futures Exchange closed 
the trading period at $58.37 a barrel, up 1.1% on Friday but down 4.4% on the week. 

– Gold futures prices fell on Friday, the first decline in four trading days, as a moderate gain in U.S. employment supported 
expectations that the Federal Reserve will cut interest rates as soon as later this year.  December gold futures fell 0.06% 
on Friday to $1,512.90, leaving the yellow metal up 0.4% on the week.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell to 1.5290% on Friday from 1.6801% at the close of the previous week as 
concerns about the economic outlook rose during the week after release of weak U.S. economic data.  

– Federal Reserve Chair Jay Powell said Friday the U.S. economy "faces some risks" and inflation is close to but still 
missing the Fed's 2% objective. "While not everyone fully shares economic opportunities and the economy faces some 
risks, overall it is -- as I like to say -- in a good place. Our job is to keep it there as long as possible," Powell said in 
opening remarks prepared for a Fed Listens conference in Washington, part of a yearlong review of its policy framework. 
Unemployment is near a 50-year low, and inflation is "running close to, but a bit below, our 2 percent objective," he 
added. He made no specific mention of trade or the near-term outlook for monetary policy. Instead Powell highlighted 
longer term challenges facing the U.S. and other advanced economies, including low growth, inflation, and interest rates. 
"Low can be good, but when inflation -- and, consequently, interest rates -- are too low, the Fed and other central banks 
have less room to cut rates to support the economy during downturns," he said. The Fed expects to announce its 
conclusions from its policy framework review in the first half of 2020, Powell said. Those may include revisions to its 
inflation targeting and communications strategies, as well as an evaluation of its crisis-fighting toolbox. 

– Payrolls growth was a bit below expectations in September but enough to nudge the unemployment rate down two-
tenths to match a low of 3.5% last seen in 1969. Hourly earnings growth, however, was essentially flat, losing a cent to 
$28.09 from August. It is up 2.9% from a year earlier, same as in August. September payrolls data posted a 136,000 
increase compared with market expectations for a 146,000 gain. However, both August and July payrolls were revised 
higher, by a net 45,000. Year to date in 2019, monthly jobs growth has averaged 161,000 compared to 223,000 last year. 
Hourly earnings were flat while a market median had looked for a 0.3% gain. The year/year rate stayed at 2.9%. Average 
hours worked stayed at 34.4. The unemployment rate sank to 3.5% compared to market expectations for 3.7%. The 
labor force participation rate stayed at 63.2%. The size of the labor force increased to 164.0 million, with the number of 
employed increasing and the number of unemployed decreasing. Private payrolls rose by 114,000 in September, below 
the 130,000 increase expected by markets. Earlier in the week, the ADP national employment report had recorded a 
135,000 gain in private payrolls. Health care employment rose by 39,000, while professional and business services were 
up by 34,000. Government payrolls rose by 22,000 in September, largely due to local government hiring. Temporary 
census worker hires, at just 1,000, were negligible, the BLS said. 

– The Institute for Supply Management's factory index plummeted to a 10-year low in September, which reflecting slowing 
global demand amid the U.S. trade dispute with China, the group's survey chairman Tim Fiore said. The ISM index fell to 
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47.8 in September from 49.1 in August, which had been the first reading in three years that came in below the 50 level 
that signals a contraction in sector activity. The September figure is the lowest since June 2009 around the end of the 
global financial crisis. Fiore said September is traditionally a stronger month for manufacturing and the further contraction 
suggests a weak outlook. Fiore said trade tensions may keep weighing down the manufacturing sector. "The entire 
supply market understands that this is not going to be resolved in the short-term," he said. "There needs to be some 
relaxation in trade to really open this thing up."  Fiore pointed to the new orders index as a sign of weakness. It was little 
changed at 47.3 in September, with the reading below 50 signaling a contraction. "Demand really begins the story," he 
said, referencing the softness in new export orders. New export orders, a subcategory of new orders, fell 2.3 percentage 
points from August to 41 after tracking above 60 a year ago, signaling weakness in global demand and international 
trade. The September figure is also the weakest since 2009. While new export orders do not directly contribute to the 
PMI, they are an influential component of the new orders index, which heavily impacts the headline number. Tariffs from 
China remain a significant issue for supply managers, with 28% of comments from survey respondents reflecting trade 
and tariff concerns, according to Fiore. Managers are responding more to announcements of new tariff expansions than 
to existing tariffs, he added. The survey's quantity of tariff-related comments is directly correlated with government 
announcements of planned tariffs. 

– U.S. tensions with global trading partners may not be causing as much weakness in the service industry as it has for 
manufacturing, ISM survey chairman Anthony Nieves said. The ISM non-manufacturing index fell to the lowest in three 
years on trade tensions and difficulty finding workers, the group reported Thursday. The index fell to 52.6 in September 
from 56.4 in August, suggesting a slower pace of expansion in the sector. The majority of non-manufacturing indices 
including new orders and employment also showed a slower expansion. At the same time, higher construction labor 
costs helped boost the ISM price index, suggesting some companies are still struggling to keep up with demand.  Many 
survey respondents said it has been "tough getting workers to fit certain positions," Nieves said. Other firms, however, 
pulled back on hiring due to uncertain business conditions and signs of excess capacity.  Eleven industries reported 
increased employment and four reported decreased employment in the survey. Nieves said struggles finding good 
workers are influencing hiring decisions. In addition to workforce concerns, trade tensions and tariff threats have 
rendered businesses skittish. Nieves said "uncertainty with trade is beginning to creep into consumer products." He's still 
not convinced that recent tensions between the U.S. and foreign allies in Asia and Europe will have an immediate and 
severe effect on services, signs of which are showing up in manufacturing. "We will have to wait and see how October 
pans out," he said. "The last quarter will be a tell-tale sign of where we are headed...two months does not make a trend." 

– The Chicago Business Barometer slipped to 47.1 in September, down from 50.4 last month, weighed down by a fall in 
production to a 10-year low. The index returned to contractionary territory, where it had been in both June and July. On a 
quarterly basis, business confidence dropped to its lowest level since Q3 2009. -Supplier Deliveries and Employment 
were the only Business Activity components higher on the month, increasing to 54.8 and 45.6, respectively.  Production 
saw the largest decline, falling 7.6 points to 40.4, the lowest level since May 2009. Demand slowed in September, 
indicated by a sharp fall in new orders, which shifted back into contraction by ticking down 7.6 points to 48.5. Inventories 
slipped further into contraction, with the index down to 41.7. The index hit a 40-month low in September, highlighting that 
firms continued to run down inventories. Labor demand improved slightly to 45.6 in September, but the quarterly average 
fell to 44.1, recording the weakest quarter since Q4 2009. 

UK 

– The yield on 10-year Gilts fell to 0.4430% at the end of last week from 0.4990% the week before as investors moved into 
less risky assets over economic and Brexit concerns.  

– UK GDP slipped by 0.2% in Q2, in line with earlier estimates, but a surge in government spending and ongoing 
consumer resilience may prevent a contraction in Q3. Government spending increased by an upwardly-revised 1.1% in 
Q2, adding 0.2 percentage point to GDP growth. On an annual basis, government outlay jumped by 4.0%, the joint-
highest rise since Q1 2006, powered by well-publicized spending on healthcare, along with education and general 
administration (including pre-Brexit planning).  Consumer spending rose by a downwardly-revised 0.4%, but still added 
0.22 percentage point to growth, the biggest single sector contribution. In a surprising revision, a more-than-two year 
stretch of household borrowing on the capital account was reversed, showing households to have been net lenders over 
the past nine quarters. The savings rate increased to 6.8% from 6.4%, suggesting consumers have the ammunition to 
sustain spending. - The drawdown of inventories built ahead of the original Brexit date of late March subtracted 1.9 
percentage point from growth, less severe than the 2.1% estimated last month. Brexit-related distortions were behind a 
15.6% plunge in gross capital formation (subtracting 3.18 percentage point from GDP), reversing a 17.4% increase in 
Q1. Brexit positioning could continue to wreak havoc with economic forecasting over coming months. The service sector 
expanded by an unrevised 0.1% in Q2, the joint-smallest rise since Q2 2009. Financial and insurance activities declined 
by 0.4%, after a 1.5% decline in Q1, the fifth straight quarterly decline.  Manufacturing was even weaker than previously 
estimated, plunging by 2.8% in Q2, the biggest fall since Q1 2009, shaving 0.28 percentage point from GDP. Output of 
transport equipment fell by 6.1%, worse than the originally-reported 5.2%. With some carmakers already announcing 
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temporary shutdowns to coincide with the current Brexit date of 31 October, motor vehicle production will continue to add 
volatility to manufacturing data. The current account deficit narrowed by less than forecast, to Stg25.2 billion from St33.1 
billion. The Q1 shortfall surpassed the previously-reported Stg30.5 billion. The deficit declined to 4.6% of GDP in Q2 from 
6.0% in Q1 (highest since Q3 2016).  

– Mortgage approvals, a reliable indicator of future housing market activity, declined in August while the average interest 
rates on new loans edged higher, Bank of England data showed. The data were indicative of a housing market that is 
drifting sideways rather than showing, as yet, any clear downtrend. The average interest rates paid by borrowers on new 
mortgages rose to 2.04% from 2.03% in July and June's 2.02%, which was the lowest level since January 2018. Market 
expectations have shown a rising likelihood of the next move in Bank Rate being up, rather than down, and any further 
rise in borrowing rates is more likely to reflect widening interest margins rather than increasing funding costs for lenders. 
The average interest rate on the stock of mortgages edged up to 2.42% in August from 2.41% in July and matching the 
figure for May and June. The data show point to next to no change in household mortgage costs in recent months. The 
number of mortgage approvals fell to 65,545 in August from 67,011 in July. It was last lower in March, when it stood at 
62,617. There is little clear trend in the mortgage data, with the current range fairly tight in a series which had a low of 
26,353 in November 2008 and a high of 132,404 in December 2003. Net secured lending also fell, to stg3.854 billion in 
August, down from stg4.521 billion in July but up from June's stg3.796 billion. Unsecured borrowing dipped in August to 
stg0.901 billion compared stg1.007 billion in July. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to -0.5860% last Friday from -0.5730% the previous week, on renewed 
concerns about the global economy.  

– Christine Lagarde faces the tough job pushing through additional monetary easing, including any extension of limits on 
the ECB's bond purchases, after she took over from Mario Draghi as European Central Bank president on October 1, 
former Central Bank of Ireland deputy-governor Stefan Gerlach said. While Lagarde, a former head of the International 
Monetary Fund and French finance minister, will be "very good" for the institution, her lack of monetary policy experience 
may weigh against her as she faces entrenched opposition to easier policy from countries like Germany and the 
Netherlands, Gerlach said. The ECB will resume quantitative easing for an indefinite period at the rate of E20 billion per 
month from Nov. 1, as part of a contentious Sept. 12 policy package that split opinions within both the ECB's Executive 
Board and the Governing Council. Gerlach said he got the "general sense that Draghi was not able to push what he 
wanted through, that there was a lot of skepticism," and that the comparatively low level of new purchases was indicative 
of the degree of disagreement. 

– The Eurozone unemployment rate dropped to 7.4% in August on a seasonally adjusted basis, down from 7.5% each of 
the previous two months.  The August rate was the lowest since May 2008 and slightly below expectations for an 
unchanged rate of 7.5%. 

– The Eurozone inflation rate slowed to 0.9% in September, down from 1.0% in each of the previous two months, on a 
continued slowdown in costs of food, alcohol and tobacco as well as a further decline in energy prices, according to 
preliminary data.  The market expected the rate to remain unchanged at 1.0%. The September rate was the lowest since 
November 2016 and further below the European Central Bank’s target of maintain the inflation rate below but close to 
2%. The core inflation rate, which excludes volatile prices for food, alcohol, tobacco and energy, rose to 1.0% in 
September, up from 0.9% each of the previous two months.  

– Eurozone retail sales rose 0.3% in August from a month earlier, in line with expectations and rising from the revised 0.5 
percent drop in July. Non-food sales rose 0.4% (vs. -0.7% in July), led by a gains in pharmaceutical and medical goods 
(1.6% vs. -0.9%); computer equipment, books and other (0.8% vs. -0.1%); textiles, clothing, footwear (0.7% vs. -3.5%); 
electrical goods and furniture (0.7% vs. -0.6%); and mail orders and internet (0.3% vs. 0.5%). Fuel sales rose 0.1% (vs.   
-0.1% in July), while food, drinks, and tobacco sales were unchanged (vs. -0.7% in July). On a year-over-year basis, 
retail sales rose 2.1% in August, following a 2.2% gain in July.  

Japan 

– The yield on 10-year Japanese Government Bonds rose to -0.2110% from -0.2350% a week earlier, as investors 
became a bit less risk-adverse.   

– The Bank of Japan must be pre-emptive in its actions to stop any risk of losing the momentum toward achieving its price 
stability target, board member Yukitoshi Funo said Thursday. "The slowdown in overseas economies continues and 
downside risks to global economy are increasing. The current situation warrants for the BOJ to pay more attention to the 
risk that the momentum will be lost," Funo is speaking to business leaders in Matsue City. "We will re-examine 
developments of economic activity and prices at the next policy-setting meeting, keeping the current conditions in mind," 
he added. Funo cited lowering the short- and/or long-term policy interest rates, expanding asset purchases and 
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accelerating the pace of injecting monetary base, and all a possibility as future policy option, although he didn't expand 
on what all possibilities could mean. "The BOJ will not hesitate to conduct additional easy policy if there is a high risk that 
the momentum toward achieving the price stability target," he said. "The next policy-setting meeting (scheduled for Oct. 
30-31) is important. But there are a few weeks until the next meeting and I continue to carefully watch developments of 
economic activity and prices, and the impact of the U.S.-China trade friction and the slowing Chinese economy on 
Japan's economy," Funo said.  

– The Bank of Japan's quarterly Tankan business survey for September, released Tuesday, showed business sentiment 
among major manufacturers fell from three months ago, hit by the intensified trade tension and the slowing Chinese 
economy. But the survey also showed capital investment plans by major and smaller firms in this fiscal year were above 
historical averages, easing BOJ concern over an imminent pause in the virtuous cycle from profits to spending. Major 
manufacturers have been strongly influenced by the sustained weak global demand, revising down their capital 
investment plans just a little. Capital investment by non-manufacturers, linked mainly with the ongoing labor shortage and 
domestic demand, remained solid. Looking ahead, sentiment among major companies is expected to further worsen 
amid the ongoing global risks. The diffusion index for sentiment among major manufacturers stood at +5, down from +7 
in June, a third straight quarterly drop. September's +5 was the lowest level since June 2013 when it was at +4, but 
above expectations for a bigger drop to +2. The index is projected to fall to +2 in December. A BOJ official said business 
sentiment was hit by the sustained trade friction and slowing overseas economies, while non-manufacturers are worried 
about the impact of the sales tax hike that kicks in Tuesday on consumer spending. The sentiment index for major non-
manufacturers fell to +21 in September from +23, for the first drop in two quarters. The drop in business sentiment was 
limited on the back of solid domestic demand. But the index is projected to fall to +15 three months ahead. The sentiment 
index for smaller manufactures fell to -4 in September from June's -1. The index is expected to slip to -9 in December. 
The sentiment index for smaller non-manufacturers stood at +10 in September, unchanged from +10 in June, and is 
projected to slump to +1. Business investment plans by major firms in fiscal 2019, the key to a pickup in domestic 
demand, are projected to rise 6.6% on year, revised down from +7.4% in the June Tankan. The expected capex plans 
were below the MNI median forecast of +6.9%. Capex plans by smaller firms are expected to fall 6.7% in fiscal 2019, 
revised up from -9.3% in the June Tankan and below the MNI median forecast of -5.8%. The BOJ official said that some 
firms put off the implementation of their capex.  

– Japan's industrial production fell by 1.2% m/m in August, down from the 1.3% gain in July, led by slowing production and 
shipments in the machinery and automobile sectors, Ministry of Economy, Trade and Industry (METI) data released 
Monday showed. The August decline was larger than the 0.5% drop expected by analysts. Shipments fell 1.4% m/m in 
July, down from the 2.6% rise in July. The decrease was led by the slowdown in shipments of machinery and automobile 
industries. Inventories were unchanged, compared with the previous 0.3% m/m drop. "We need to continue to pay 
attention to how current inventories level will impact on the production," said METI. Industrial production may rise 1.9% 
month-on-month in September (revised up from -1.6% in the previous forecast), and fall 0.5% m/m in October, METI 
forecast. 

– Japanese retail sales rose in August, driven by an increase in sales of general merchandise, machinery/equipment and 
fuel on a year-on-year basis, data from the Ministry of Economy, Trade and Industry (METI) showed Monday. Retail 
sales rose 2.0% year-on-year in August, offsetting the 2.0% fall seen the previous month. The growth outpaced the 0.5% 
y/y growth expected. General merchandise sales increased by 0.3% y/y in August, in the first gain in 14 months, after 
falling 5.8% y/y the previous month. Sales of machinery and equipment rose 12.1% y/y, more than erasing the 8.2% y/y 
drop reported in July.  Fuel sales dropped 3.5% y/y, but improved from the 6.1% y/y fall recorded in July. Sales of food 
and beverages edged up 0.9% y/y, compared with a 0.5% y/y drop in July. Sales for fabric apparels and accessories 
increased sharply by 4.9% y/y from the previous 5.5% y/y fall. On a monthly basis retail sales were up 4.8% in August, 
much higher than last month's 2.3% drop.   

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. 



 

 Weekly market watch 9 

 

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. 
 
 


