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Weekly market watch  
 
As at Friday October 11, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  26,308.44 198.13 1.79% 1.96% 
India  BSE 30 38,127.08 20.21 5.71% 9.77% 
Japan  Nikkei  21,798.87 388.67 8.91% -3.95% 
Singapore  STI  3,113.97 35.61 1.47% 1.46% 
South Korea  KOSPI  2,044.61 12.70 0.17% -5.42% 
Taiwan  WSE 10,889.96 (57.92) 11.95% 4.04% 
Shanghai     COMPOSITE 2,973.66 41.49 19.24% 14.07% 
Europe 
France  CAC  5,665.48 177.16 19.76% 10.95% 
Germany  DAX  12,511.65 498.84 18.49% 8.43% 
Italy  FTSE MIB  22,165.34 694.90 20.96% 14.51% 
Russia  RTSI  1,329.63 17.98 24.41% 18.29% 
UK FTSE 100  7,247.08 91.70 7.71% 3.43% 
Americas 
Brazil  IBOV  103,825.10 1,273.78 18.13% 25.21% 
Mexico  IPC  43,207.71 (209.19) 3.76% -9.15% 
Nasdaq  CCMP  8,057.04 74.57 21.43% 9.93% 
US  S&P 500  2,970.02 18.01 18.48% 8.86% 
US   DOW  26,816.59 242.87 14.96% 7.04% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.7050 0.4430 0.6370 1.6740 
10 Year OAT -0.1260 -0.2810 -0.2620 0.8820 
10 Year Bund  -0.4420 -0.5860 -0.5640 0.5180 
10 Year Japan -0.1790 -0.2110 -0.1990 0.1460 
10 Year Treasuries  1.7290 1.5290 1.7385 3.1498 

 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 rebounded on Friday on news that the U.S. and China had reached a partial deal to reach trade tensions. 
The deal also eased concerns that the ongoing trade conflict could push the world economy into recession. Friday’s 
gains pushed all three indexes into positive territory for the week. The Dow Jones Industrial Average rose 1.21% on 
Friday, pushing the index up 0.91% for the week to close at 26,816.59. The S&P 500 index rose 1.09% on Friday and 
0.62% on the week to 2,970.27, breaking a three week losing streak. The Nasdaq Composite rose 1.34% on Friday, 
pushing the index up 0.93% for the week to close to 8,057.04.   

– The U.S. and China have agreed on the outlines of a partial trade agreement, U.S. President Donald Trump announced 
Friday. The formal deal, the details of which must still be agreed, could be signed by Trump and Chinese President Xi 
Jinping at a meeting at the Asian-Pacific Economic Cooperation summit meeting in Santiago, Chile on November 16-17.  
As part of the deal, China would significantly step up purchases of U.S. agriculture product purchases to $40 billion $50 
billion per year, agree to certain intellectual property measures, open up its financial market more rapidly and agree to a 
provision prohibiting competitive devaluations of its currency.  In exchange, the U.S. would delay a tariff increase to 30% 
from 25% on $250 billion of Chinese imports.  However, no decision had yet been made on whether to delay or call off 
new tariff of 15% on about $160 billion of Chinese-made consumer goods set to be implemented from December 15. 
Trump said the deal as the first phase of a comprehensive agreement, though the most difficult issues – such as Chinese 
subsidies for domestic industries – remain to be resolved.  While Trump hailed the agreement as a breakthrough, 
Chinese official press was much more reserved, saying only that negotiators made progress and warning that 
uncertainties remained in finalizing the deal.  China’s demand that the Washington relax restrictions on U.S. companies 
supplying telecom equipment maker Huawei are not part of the deal and will be dealt with in a separate process that will 
be part of continuing negotiations, Trump said.   

– The White House announced Tuesday that it would not cooperate with impeachment inquiry into U.S. President Donald 
Trump’s attempts to enlist foreign governments to investigate his political opponents, suggesting the investigation could 
drag on for months. The administration said it would not turn over records demanded by the House of Representatives 
investigation or let leading diplomats testify before the committee.  The White House seems to be calculating that the 
U.S. electorate will see the investigation as politically motivated by Democrats desire to defeat Trump in the 2020 
election. But new revelations emerged, including a second whistleblower with direct knowledge of Trump’s call to Ukraine 
President Volodymyr Zelensky, in which the president is alleged to have threatened to withhold military aid to Ukraine to 
put pressure on Zelensky to investigate the Bidens. China flatly rejected his call for the country to investigate former Vice 
President Joe Biden and his son Hunter Biden.  

– U.S. utility companies Avangrid and PPL Corporation have discussed a merger of parts of or all of their firms that would 
potential create a company worth at least $67 billion, the Financial Times reported. A fully combined company would be 
one of the largest public traded utilities in the U.S.  It is unclear whether any deal would be consummated and whether 
Iberdrola, the Spanish utility that owns more than 80% of Avangrid would invest in any deal. Avangrid, cased in 
Connecticut, supplies gas and electricity to more than three million customers in New York and New England.  PPL, 
formerly Pennsylvania Power and Light, serves about 10 million customers in Pennsylvania, Kentucky and through its UK 
subsidiary Western Power Distribution.  To avoid political issues in the UK, PPL might have to spin off its UK asset to 
reach a deal with Avangrid.  

– Five companies -- Mastercard, Visa, eBay, Mercado Pago and Stripe – pulled back their support for Facebook’s Libra 
digital currency on Friday, dealing a further blow to the company’s ambitions.  A week earlier, PayPal announced it was 
pulling out of the Libra Association, the group of 28 companies that initially backed Libra.  But growing scrutiny of the 
proposed digital currency, and potentially the companies that backed it, by global financial regulators over concerns on 
money laundering, data protection and overall global financial stability have raised questions whether Libra will ever get 
off the ground. Several of the companies who pulled out Friday said they would continue to evaluate the opportunity in 
the future. Facebook announced its digital currency intentions earlier this year and expected to roll out of the new 
payment medium in 2020.  

– Up to 40 U.S. states plan to join the investigation into Facebook’s anti-competitive practices, Reuters reported Monday. 
The initial investigation was announced in September by eight states and the District of Columbia.  A number of states 
attorneys general met Monday with the Department of Justice (DoJ) and the Federal Trade Commission (FTC), amid 
reports that the DoJ, FTC and the House of Representative will probe the company’s business practices.  

– Boeing stripped Dennis Muilenburg of its his board chairmanship on Friday after release of a report by U.S. and 
international aviation regulators commissioned by the Federal Aviation Administration criticized Boeing for not properly 
explained to regulators the automated anti-stall system that is blamed for two fatal crashes of the trouble 737 Max 
aircraft.  Muilenburg would remain chief executive and senior independent director David Calhoun would lead the board. 
The company portrayed the move as a step to strengthen governance and safety procedures. It remains unclear exactly 
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when the 737 Max would be cleared to resume flying, but American Airlines said last week it didn’t expect to resume 
flying the plane until January.  

– General Electric Co. announced Monday that it would freeze the pensions of about 20,000 salaried U.S. employees and 
take other steps to reduce its retirement fund deficit, thought to be as much as $27 billion, by up to $8 billion.  The move 
is part of efforts to turn the company around, including slashing its dividend to one cent and selling off non-core 
businesses.  The company will focus on power plants, jet engines and windmills, including related services.  

– WeWork is scrambling to complete a new funding round as soon as next week to allow it time to restructure after its 
planned IPO failed.  The company’s cash shortage is so acute that it must find new financing before the end of the 
November, the Financial Times reported.  JPMorgan Chase, which led the company’s IPO preparations, is leading the 
financing negotiations and considering a contribution of its own.  Last week, Fitch Ratings downgrade WeWork’s credit 
rate to CCC+, or junk status, warning that the company’s finances were “precarious.”  

– Delta Air Lines reported better-than-expected earnings in the third quarter, saying it saw no slowdown in demand from 
U.S. travellers.  The airline’s net income rose 21.5% to $1.51 billion, boosting earnings per share by 29 cents to $2.32, 
six cents above expectations. However, its share price fell on news that costs would rise 4-5% in the fourth quarter as it 
ramped up hiring to meet demand.  Delta has taken market share from its competitors because it does not fly the Boeing 
737 Max, while rivals like American Airlines and Southwest have had to cancel numerous flights because of the 
grounding of the airplane.  
 

UK

– The FTSE 100 rose 0.84% on Friday and 1.28% on the week to close at 7,247.08 on positive Brexit and U.S.-China 
trade news.   

– With little more than two weeks to go before the current Brexit deadline, the UK and the European Union agreed to hold 
intensive talks at the weekend to try to agreement on a transition agreement, reinforcing new optimism that a deal could 
be done in time.  Negotiators would know by this next week if a deal was possible, ahead of the key meeting of EU 
leaders to be held Thursday and Friday. The EU change of heart came after chief Brexit negotiator Michel Barnier told 
EU leaders that British Prime Minister Boris Johnson had sharply shifted his position on how to deal with the border 
between the Republic of Ireland, part of the EU, and Northern Ireland, part of the UK.  Both sides want to avoid the 
erection of a hard border given the importance of cross trade and personal movements to both economies and to peace 
in the north.   

– The Hong Kong Exchanges and Clearing (HKEx) withdrew its 32 billion pound bid to buy the London Stock Exchange 
(LSE), after failing to win over investors in a charm offensive over the last two weeks. A number of investors had told 
HKEx that it needed to raise its bid by at least 20% and make more of it in cash for them to seriously consider it, 
according to the Financial times.  UK law required the Hong Kong company to make a formal offer by October 9 or walk 
away.  The LSE is now expected to conclude its $27 billion deal with data and trading group Refinitiv. 

– Nissan issued its strongest warning yet that it may be forced to cut back or close its UK production operations if a no-
deal Brexit leads to higher tariffs for imports into the European Union.  About 70% of the production from the company’s 
UK factory is exported to the EU, so higher tariffs would put the company’s entire business model in jeopardy, the 
company’s European chairman warned Thursday.  

– James Dyson, the inventor of the bagless vacuum cleaner, has abandoned his plans to design and build an electric car 
because the project was not commercially viable.  Dyson announced two years ago his project based on the company’s 
expertise in batteries and electric motors.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 1.96% on Friday on positive news on Brexit and a U.S.-China trade deal, 
pushing the index up 2.74% on the week to 1,536.32.   

– The board of French carmaker Renault voted Friday to fire chief executive Thierry Bollare with immediate effect due to 
his relationship with former Nissan CEO Carlos Ghosn. The board did not give any specific reasons for Bollare’s abrupt 
departure. Bollare was seen by senior Nissan official as an obstacle to the investigation of Ghosn.  The French 
government, Renault’s largest stockholder with a 15% stake, has been pushing Renault management to move beyond 
the Ghosn scandal and improve the relationship with Nissan, its automaking partner.  Nissan has a 15% non-voting stake 
in Renault, while the French carmaker has a 43% voting stake in its Japanese partner.  The two companies have been 
talking about way to make the relationship more equitable. Hopes remain that a new deal between Nissan and Renault 
would allow for renewed negotiators for a merger of the Renault-Nissan-Mitsubishi alliance with Italian-American 
carmaker Fiat-Chrysler. Previous 33 billion euro merger talks broke down in early June after the French government 
refused to back the discussions unless Nissan was in full agreement.  
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– The chief executive of German software giant SAP, Bill McDermott, will step down with immediate effect, the company 
announced Friday.  Executive board members Jennifer Morgan, who oversaw the rapid growth in the company’s cloud 
business, and Christian Klein, a former chief operating officer, will serve as co-CEOs of Europe’s largest software firm. 
The announcement came as the company announced that its cloud business grew 37% in the third quarter, allowing it to 
confirm its profit guidance for this year.  SAP shares rose sharply on the news.  

– Dutch healthcare technology group Philips warned Thursday that the impact of the U.S.-China trade would cause it to 
miss this year’s profit goal.  The profit margin in its connect care division, which specializes in remote monitoring of 
patients and accounts for a quarter of company sales, will fall 4.5 percentage points, the company said, blaming 
“increasing headwinds from tariffs” due to the trade conflict. The company said its profit margin would rise by only 10-20 
basis points, well short of the 100bp target it has reached each of the last three years.  The company’s stock fell almost 
10% on the news.   

– German pharmaceutical and chemicals company Bayer AG was sued in Australia last week by a farmer who claims his 
cancer was caused by the company’s RoundUp weed killer product.  The first case in Australia raises the prospect of 
another wave of expensive lawsuits involving the company’s product acquired in its $63 billion purchase of Monsanto.  
Bayer faces over 20,000 lawsuits in the U.S., with a series of jury verdicts awarding plaintiffs substantial sums while 
finding that glyphosate, the weedkiller’s active ingredient, was responsible for their cancer.  The Australian parliament 
voted in July to ban glyphosate-based weedkillers due to the risk of cancer.   

Japan 

– The Nikkei 225 index rose 1.15% on Friday, as the yen eased on rising hopes for a U.S.-China trade deal. The index 
rose 1.82% on the week to 21,798.87/21,410.20, with sentiment boosted by restructuring moves by convenience store 
operator Seven and I Holdings.  

– The head of the Tokyo Stock Exchange, Akira Kiyota, on Friday heavily criticized a Japanese government proposal to 
sharply tight rules on foreign investment as an “idiotic” move that could erode Japan’s international financial market 
status.  The biggest investment banks in Japan have also warned that the new rule could put them out of business if it is 
not watered down significantly. The proposed Finance Ministry rule would lower the threshold at which foreign investors 
must submit pre-purchase orders from 10% to 1% for investment in companies deemed sensitive to national security.  
The banks argue that daily business often requires them to buy blocks of shares bigger than 1%. The MOF has said it 
will make exemptions for “portfolio investors” but have not yet defined what this will mean in practice.  Foreign banks 
worry that the new rule will put them at a competitive disadvantage to their Japanese competitors.  

– Seven and I Holdings, the parent of the Seven-Eleven convenience store chain, will cut about 3,000 jobs and close 1,000 
stores by fiscal 2022 as part of a large-scale corporate restructuring, the company announced Thursday.  The Japanese 
market is saturated with convenience stories and with the company facing a labor shortage, many stores were 
unprofitable.  

– Fast Retailing Co, the parent of the popular Uniqlo clothing stores, said Thursday that annual overseas sales had topped 
1 trillion yen for the first time.  In the year to August, overall sales rose 14.5% to 1.02 trillion yen. The company’s 
overseas operating profit grew 16.8% to 138 billion yen, exceeding that of its Japanese operations for the first time.  
Overall group sales rose 7.5% to 2.3 trillion yen, the highest in the company’s history.  

– Automaker Suzuki revised down its sales and profits forecasts for the fiscal year to March 2020 due to weakness in 
domestic sales and the effect of the strong yen on the valuation of its sales in India, the company announced Thursday.  
Total group sales are now seen at 3.5 trillion yen, below the previous forecast of 3.9 trillion yen and down 9.6% from a 
year earlier.  Operating profit is seen at 200 billion yen to 330 billion yen, which would be a 38.3% drop from the previous 
fiscal year.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index rose 0.88% on Friday on signs of progress toward a U.S.-China partial 
trade deal. The index gained 2.36% in the holiday shortened week, its best performance in five weeks, to 2,973.66.  

– Hong Kong's Hang Seng index rose 2.34% on Friday, pushing the index up 1.89% in the holiday shortened week to 
26,308.44 on hopes for an easing of U.S.-China trade tensions.   

– Taiwan's Taiex fell 1.16% on Friday, pushing the index down 0.04% on the week to 10,889.96.  
– South Korea's Kospi rose 0.81% on Friday and 1.18% on the week to close to 2,044.61, as news about a possible U.S.-

China trade deal dominated investors’ attention.  
– The Singapore Straits Times Index rose 0.79% on Friday and 1.16% for the week to close at 3,113.97 on renewed hopes 

for the global economic outlook ahead of the expected monetary policy easing by the Monetary Authority of Singapore on 
Monday.  
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Emerging Markets  

– Brazil's Bovespa rose 1.98% on Friday, boosted by gains on Wall Street, pushing the index up 1.25% on the week to 
103,831.92.  

– Mexico's IPC rose 0.66% on Friday, following Wall Street’s strong gain on news of a U.S.-China trade deal and on 
upbeat industrial production data. But Friday’s gain was not enough to push the index into positive territory for the week, 
with it losing 0.47% to 423,214.60.  

– India's BSE 30 rose 0.65% on Friday as optimism over a possible U.S.-China trade deal boost risk appetite. The index 
rose 1.20% on the week to 38,127.08. 

– Russia's RSTI fell 0.10% on Friday but rose 1.37% for the week to close at 1,329.63, as the price of oil, Russia’s largest 
export, rose during the week.    

Alternative Assets 

– Oil futures prices rose sharply on Friday as progress in U.S.-China trade negotiations eased concerns about oil demand 
and news of an explosion on an Iranian tanker in the Red Sea raised concerns that Middle East tensions could reduce 
supply.  November West Texas Intermediate (WTI) crude rose 2.2% on Friday to $54.70 per barrel, with the price up 
3.6% on the week. The December Brent crude contract on London’s ICE Futures Exchange closed the trading period at 
$60.51 a barrel, up 2.4% on Friday and 3.7% on the week. 

– Gold futures prices fell on Friday, on expectations that the U.S. and China would reach a partial trade deal.  December 
gold futures fell 0.8% on Friday to $1,488.70 per ounce, falling further below the psychologically important $1,500 level.  
The price of the yellow metal fell 1.6% on the week, the largest weekly decline in seven months.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose sharply to 1.7290% on Friday from 1.5290% at the close of the 
previous week as concerns about the economic outlook fell during the week on optimism about the U.S.-China trade deal.  

– The path forward for U.S. interest rates would depend on how the economic outlook evolves, with some Federal Reserve 
officials think expectations for cuts are overdone, according to the minutes of the September Federal Open Market 
Committee meeting released Wednesday.  The description suggests that the FOMC would be open to a pause on rate 
cuts at the October 29-30 meeting, despite market pricing anticipating a further cut on the back of deteriorating U.S. and 
global manufacturing data and persistent uncertainty over U.S.-China trade negotiations. “With regard to monetary policy 
beyond this meeting, participants agreed that policy was not on a preset course and would depend on the implications of 
in-coming information for the evolution of the economic outlook," the minutes said. "It might become necessary for the 
Committee to seek a better alignment of market expectations regarding the policy rate path with policymakers' own 
expectations for that path," a few officials judged, the minutes said. In addition, several officials suggested that the FOMC 
statement "provide more clarity about when the recalibration of the level of the policy rate in response to trade 
uncertainty would likely come to an end," though the FOMC opted not to offer any new guidance regarding the latter in 
the September statement  

– The Federal Reserve announced Friday that it will buy about $60 billion of U.S. Treasury bills per month beginning 
Tuesday to ease cash shortages in the money market. The plan will last at least six months until early 2020. The size of 
the operation was larger than Wall Street expected, pushing short-term interest rates down sharply.  The goal is to 
restore the amount of reserves banks hold at the Federal Reserve at least to the levels seen last month, before volatility 
briefly pushed the Fed's policy rate above its target range last month. The asset purchases have no bearing on the 
monetary policy stance, Fed Chair Jerome Powell said Tuesday. He reiterated the Fed's pledge to "act as appropriate" to 
support growth in the face of trade and geopolitical uncertainty. "I want to emphasize that growth of our balance sheet for 
reserve management purposes should in no way be confused with the large-scale asset purchase programs that we 
deployed after the financial crisis. Neither the recent technical issues nor the purchases of Treasury bills we are 
contemplating to resolve them should materially affect the stance of monetary policy."  Overnight repo rates were quoted 
as high as 10% one day last month on an acute shortage of liquidity, triggered by large flows of corporate tax payments 
and settlement of some Treasury securities. The fed funds rate also spiked, prompting the Fed to conduct temporary 
open market operations. The Fed's goal is to provide an ample supply of reserves to ensure that the fed funds rate and 
other short-term interest rates are controlled by administered rates and not through frequent market interventions, Powell 
said. Demand for non-reserve liabilities, currency in particular, also grows over time, so the Fed has long planned to 
resume asset purchases, he added. 



 

 Weekly market watch 6 

 

– September consumer price index was weaker than expected, with energy prices weighing down headline inflation, data 
released Thursday by the Bureau of Labor Statistics showed. Overall CPI slowed to a flat reading, below market 
expectations which had called for a 0.1% gain. Core prices rose 0.1%, also below expectations for a 0.2% increase. 
Year/year core prices held steady at 2.4%.  The headline year/year rate remained at 1.7%, matching August's increase. 
Excluding only energy, the year/year rate was 2.3%. The large owners' equivalent rent category increased 0.3%, bringing 
the year/year rate up to 3.4%. Recreation prices were flat after rising 0.5% August and used vehicle prices declined by 
1.6%.  Energy prices plummeted by 1.4% in September, its fourth decline in the past five months. Gasoline prices fell 
2.4% in September after a 3.5% decline in August. Electricity prices were unchanged and natural gas prices fell 0.7%. 
Excluding energy prices, headline CPI would have been 0.1%.  Food prices rose 0.1% after three consecutive flat 
readings and food away from home prices rose 0.3% in September following a 0.2% gain in August. Excluding only food, 
CPI would have still been flat. Apparel prices fell by 0.4% in September after rising for three straight months, but 
incoming China tariffs now target U.S. consumer goods and should push up costs in the near future. 

UK 

– The yield on 10-year Gilts rose to 0.7050% at the end of last week from 0.4430% the week before as investors moved 
into riskier assets over renewed optimism over Brexit and an easing of U.S.-China trade tensions.   

– The UK economy is set to avoid a technical recession, with GDP poised to expand in the third quarter, despite a weak 
showing in the month of August. Gross domestic product rose by 0.3% in the three months to August, much higher than 
forecast, despite a larger-than-expected 0.1% fall between July and August. The August outturn, coupled with a fairly 
robust performance in July, leaves the economy poised for a modest expansion in Q3. Total output could fall by 1.4% in 
September and leave Q3 GDP in the black. Output has not fallen by such a large amount since June of 2012. Services 
were flat in August, outpacing expectations, but increased by 0.4% in the three months to August, the fastest pace since 
the first quarter, adding 0.36 percentage points to total growth. Film and television production accounted for much the 
strength, rising by 1.4% in the three months to August.  Financial services rebounded, rising by 0.8% in the latest three 
months, the fastest pace since April 2018. The sector increased by 0.2% in the month of August, the fourth straight rise 
after 14 consecutive months of decline. Wholesale and retail trading increased by 0.2% in the three months to August, 
suggesting enduring consumer strength, although the sector recorded no growth between July and August. 
Manufacturing output fell by 0.6% m/m in contrast to markets penciling in a 0.2% uptick, as the expected positive 
contribution from still-open car manufacturing plants fail to materialize. The trade deficit narrowed slightly to Stg1.546 
billion in August, although the July gap was revised sharply higher to Stg1.681 from the originally-reported Stg219 
million. Over Q2, the trade gap was revised to Stg11.394 billion from the previously-estimated Stg6.874 billion. National 
Statistics officials would not comment on whether trade could exert a less positive influence on Q2 GDP in later iterations 
of the data. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to -0.4420% last Friday from -0.5860% the previous week, on an 
improvement outlook for the global economy.  

– The European Central Bank Governing Council was unanimous in seeing a need for further easing of monetary policy, 
accounts of the Oct. 12 meeting show, although there was robust debate over the individual elements of the proposed 
package of measures. Although the Council was in broad agreement with many of the proposals laid down by Chief 
Economist Philip Lane, a number of reservations were expressed over the Asset Purchase Program, with some seeing 
the case as not sufficiently strong. There were also divergent views over the size of the deposit rate cut, with some 
members expressing the need for a 20-bps cut and others unable to support even the eventual 10 bps cut to -0.5%. The 
accounts did not name dissenting members or their nationalities, although several members made their objections public 
soon after the meeting. 

– Manufacturing orders in Germany, the Eurozone’s largest economy dropped 0.6% in August for a month earlier, larger 
than the 0.3% drop expected by analysts, but an improvement from the 2.1% drop in July. Domestic demand fell 2.6% 
while foreign orders grew 0.9%, with orders from both Eurozone (+1.5%) and non-Eurozone countries (+0.4%) 
expanding on the month. 

– German industrial production rose 0.3% in August compared to a month earlier following a 0.4% decline in July. The rise 
in August was the first since May.  Output rose for both capital goods (+1.1%) and intermediate goods (+1.0%), while 
production fell for consumer goods (-1.0%), energy (-1.7%) and construction (-1.5%}. Compared to a year earlier, 
industrial output fell 4% in August. 

– German seasonally adjusted exports fell 1.8% in August, the biggest decline since April and larger than the 1.0% decline 
expected. Within overall exports, the biggest decline was in shipments to countries outside the Eurozone, including 
China, suggesting a rising impact from the U.S.-China trade war.  Imports rose 0.5% compared to expectations for a 
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0.2% fall. The seasonally adjusted trade surplus for the trade-dependent country fell to 18.1 billion euros from 20.5 billion 
euros the month before.  

Japan 

– The yield on 10-year Japanese Government Bonds rose to -0.1790% from -0.2110% a week earlier, as investors 
became a bit less risk-adverse on optimism about a U.S.-China trade deal.   

– Bank of Japan Governor Haruhiko Kuroda said Friday that there is sufficient room for the BOJ to conduct additional 
easing and it will decide after carefully examining the benefits and costs of further easing. However, Kuroda, speaking to 
lawmakers, didn't elaborate.  Kuroda has previously said that lowering the short-term interest rate or/and the long-term 
interest rate, expanding asset purchases and accelerating the pace of injecting monetary base are all options open to the 
BOJ.  BOJ policymakers will consider whether to conduct more easing after carefully re-examining the outlook for 
economy and prices, including their downside risks, at the October 30-31 policy-setting meeting. 

– Japan's core machinery orders, excluding those for power generation equipment and ships, declined at a slowing pace in 
August, boosted by the recovery in the non-manufacturing sector, data from the Cabinet Office released Thursday 
showed.  Core orders fell 2.4% m/m in August, improving from last month's 6.6% drop, modestly outperforming analysts’ 
expectation for a 2.5% decrease. Orders from the non-manufacturing sectors dropped 8.0% m/m, up from the previous 
15.6% m/m fall. Orders from manufacturing sectors dropped 1.0% m/m, compared with last month's 5.4%m/m gain. The 
three-month moving average of core orders rose 1.2% in August, following the drop of 0.6% and gain of 3.5% recorded 
in July and June, respectively. The outlook for the July-September period is for a 6.1% fall, down from the outlook of a 
7.5% rise seen in the previous quarter. 

– The Bank of Japan's supply-side Consumption Activity Index posted the first rise in three months in August, up a real 
3.1% on a seasonally adjusted basis, following an upwardly revised fall of 1.2% (previously -2.4%) in July and a revised 
fall of 0.6% in June, data released Monday showed. The index for the July-August period fell 0.1% on quarter, slowing 
from +0.9% (revised from +1.0%) in the second quarter. The BOJ believes the index underlines its latest assessment 
that "private consumption has been increasing moderately, albeit with fluctuations, against the background of steady 
improvement in the employment and income situation." However, it also sees private consumption, which accounts for 
about 60% of the total domestic output, as still lacking momentum as income is only rising slowly. BOJ economists are 
eyeing any early evidence of how private consumption has been influenced by the October 1 consumption tax hike. The 
BOJ's Consumption Activity Index looks to forecast revised private consumption and is not a preliminary estimate. 

– Japan's Economy Watchers sentiment index on current conditions posted its second straight rise in September, helped 
by retail sales and drinking and eating services, which saw front-loaded demand ahead of the Oct 1 sales tax hike, a key 
government survey released Tuesday showed. The monthly survey indicates whether respondents with jobs most 
sensitive to economic conditions -- taxi and truck drivers, department-store sales staff and restaurant and shop owners -- 
think economic conditions have improved or worsened from the three months prior. These are the key points from the 
latest Economy Watchers Survey, conducted by the Cabinet Office between September 25 and September 30. The 
Economy Watchers sentiment index for Japan's current economic climate rose 3.9 points to 46.7 in September on a 
seasonally adjusted basis, after rising 1.6 points to 42.8 in August. The Watchers outlook index for conditions two to 
three months ahead posted a third straight drop, down 2.8 points to 36.9 after falling 4.6 points to 39.7 in August on the 
back of weaker outlook for services and retail sales after the consumption tax hike to 10% from 8% on Oct. 1. 
September's 36.9 is the lowest level since March 2014 (before the sales tax hike to 8% from 5%) when it was at 33.5. 

– Average wages fell 0.2% year-on-year in August following a 1.0% drop in July, with real wages still in negative territory, 
according to preliminary data released Tuesday by the Ministry of Health, Labour and Welfare. In real terms, average 
wages fell 0.6% year-on-year in August, the eighth straight drop, following a 1.7% fall in July. Base wages, the key to a 
steady recovery in cash earnings, rose 0.3% in August from a year earlier, the second straight rise after rising 0.1% the 
previous month. Overtime pay rose 0.9% year-on-year in August, the second straight rise after rising 0.1% in July. 
Bonuses and other special pay fell 11.4% year-on-year in August, for the second straight drop following -3.3% in July. 

 

 

 

 

 

 



 

 Weekly market watch 8 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
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. 


