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Weekly market watch  
 
As at Friday October 18, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  

Hong Kong  HSI  26,719.58 411.14 3.38% 4.53% 
India  BSE 30 39,298.38 1,171.30 8.96% 14.52% 
Japan  Nikkei  22,492.68 940.70 12.38% -0.17% 
Singapore  STI  3,114.16 0.19 1.48% 1.69% 
South Korea  KOSPI  2,060.69 16.08 0.96% -4.43% 
Taiwan  WSE 11,180.22 290.26 14.94% 12.71% 
Shanghai     COMPOSITE 2,938.14 (35.51) 17.81% 15.20% 
Europe 
France  CAC  5,636.25 (29.23) 19.14% 10.15% 
Germany  DAX  12,633.60 121.95 19.65% 9.01% 
Italy  FTSE MIB  22,321.77 156.43 21.82% 16.94% 
Russia  RTSI  1,355.27 25.64 26.81% 18.87% 
UK FTSE 100  7,150.57 (96.51) 6.28% 1.76% 
Americas 
Brazil  IBOV  104,728.90 896.98 19.16% 24.90% 
Mexico  IPC  43,178.63 (35.96) 3.69% -8.18% 
Nasdaq  CCMP  8,089.54 32.50 21.92% 8.07% 
US  S&P 500  2,986.20 15.93 19.12% 7.85% 
US   DOW  26,770.20 (46.39) 14.76% 5.48% 

 

Bonds 

  
Close 

Yield 
Week ago Month ago Year ago 

10 Year Gilt  0.7090 0.7050 0.6430 1.5380 
10 Year OAT -0.0760 -0.1260 -0.2250 0.7970 
10 Year Bund  -0.3820 -0.4420 -0.5100 0.4160 
10 Year Japan -0.1310 -0.1790 -0.1820 0.1520 
10 Year Treasuries  1.7536 1.7290 1.7961 3.1786 

 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 fell Friday after weaker-than-expected Chinese third quarter GDP renewed concerns about the outlook for 
global growth. Still the S&P 500 and the Nasdaq posted gains for the week on strong earnings reports of prominent 
companies earlier in the week. The Dow Jones Industrial Average fell 0.95% on Friday, pushing the index down 0.17% 
for the week to close at 26,770.20. The S&P 500 index fell 0.39% on Friday but was still up 0.54% on the week to 
2,986.20. The Nasdaq Composite fell 0.83% on Friday but rose 0.40% for the week to close to 8,089.54.   

– U.S. and Chinese negotiators continued work on the details on the partial trade agreement announced by U.S. President 
Donald Trump on October 11. Negotiators are working to finish a formal trade truce that can 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, U.S. Treasury Secretary Steven Mnuchin said Thursday.  Chief Chinese trade negotiator Liu He, in 
his first public comments on the interim deal, said the two sides had made “concrete progress” on resolving their 
differences. The U.S. has still not decided what to do about a new 15% tariff on about $160 billion of Chinese imports 
that are due to go into effect on December 15, Mnuchin said, though it is likely the new tariff would go into effect if interim 
trade deal were not finalized by that date. After initially expressing caution about the trade deal, the Chinese official press 
got behind it, saying that both China and U.S. were in general agreement on what needed to be done.  However, the 
New York Times reported that the Chinese promise to buy $40 billion $50 billion of U.S. agriculture products per year as 
part of the deal was in question, with some in the Chinese government demanding that the U.S. scale back other tariffs 
before those purchases take place. The Chinese Commerce Ministry said Thursday that for there to be a final deal fully 
ending the trade conflict, all U.S. tariffs imposed since the dispute began last year must be revoked, but that Beijing was 
willing to agree to an interim deal. Mnuchin said that there were no plans at the moment for him and U.S. Trade 
Representative Robert Lighthizer, the top U.S. trade negotiators, to visit Beijing, but that they would go if needed to 
finalize the interim deal. 

– On Friday, the U.S. imposed $7.5 billion in tariffs on European Union imports authorized by the World Trade 
Organization in retaliation for EU subsidies for plane maker Airbus.  The WTO gave final approval of the award – the 
largest in the international organization’s history – on Monday.  In a last minute plea, the EU sought to avoid the 
sanctions through negotiations, warning that the U.S. move would compel it to retaliate for alleged illegal U.S. subsidies 
to plane maker Boeing. The U.S. tariffs will include a 10% levy on large civilian aircraft from Germany, France, Spain and 
the UK, as well as a 25% duty on a range of other items including Irish and Scotch whiskey, wine, olives and cheese.  

– The chance that U.S. President Donald Trump would be impeached by the U.S. House of where Democrats have a 
majority, gained further momentum last week, after acting White House Chief of Staff Mick Mulvaney admitted that the 
White House had withheld military aid to Ukraine to put pressure on the country to investigate Democratic opponents.  
Mulvaney later tried to reverse the comments afterward, but the damage had been done. The White House had 
previously denied that there was any such quid pro quo. Other testimony before the House of Representative committee 
investigating Trump supported the idea that Trump asked foreign leaders to investigate domestic political opponents, 
which is illegal under U.S. law. A House vote to impeach would essentially be an indictment, with a trial on guilt or 
innocence to take place in the Senate. Even if Trump is impeached by the House, it remains unlikely the impeachment 
would receive the two-thirds majority vote needed to convict and remove Trump from office, given the Senate is 
controlled by his Republican party, unless other more damaging revelations surface. 

– Softbank and JPMorgan Chase have formulated competing plans for a multi-billion dollar rescue plan for WeWork that 
would significantly cut the valuation of the company, the Financial Times reported.  The deals would pump as much as 
$5 billion into WeWork in a debt-for-equity swap that would value the company at $8 billion or less, well below the $15 
billion valuation discussed at the time of its aborted IPO and a fraction of the $47 billion valuation in the company’s last 
funding round earlier this year.  If the value of the stake of co-founder Adam Neumann were to fall significantly as part of 
either rescue deal, he would face margin calls from large banks that have lend him hundreds of millions of dollars based 
on his stock as collateral.  Softbank has already promised to inject $1.5 billion into WeWork in April next year and has 
hired restructuring bankers to advise them how to save the company. 

– General Motors reached a tentative agreement with striking workers on a new labor deal. The United Auto Workers 
national council voted on Thursday to recommend the deal to its members, who will vote on the new labor contract 
through October 25.  However, all 46,000 workers will remain on strike during the vote. The union appeared win many of 
its demands, including a path to permanent employment for temporary autoworkers and a faster path to top pay for 
workers hired after 2007. Workers will continue to pay only 3% of their health care costs, well below the national average 
of 28%. In addition, GM workers will get a bonus of $11,000 when the deal is ratified, with temporary workers getting 
$4,500. However, most of the production plants that GM wanted to shut will stay closed, with workers in those plants 
given special benefits to retire early. The month-long strike is estimated to have cost GM more than $2 billion in lost 
production and sales.  
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– Morgan Stanley’s third quarter revenues rose to their highest level in a decade on stronger bond trading and investment 
banking fees.  Revenues rose to $10 billion in the third quarter, up 2% from a year earlier and above expectations, with 
net earnings up 3% to $2.17 billion.  Bond trading revenues rose 21% which investment banking fees rose 5%.  

– Bank of America reported better than expected results in the third quarter, with investment banking fees rising 27% to 
$1.5 billion.  Earnings per share were 75 cents in the third quarter, up 14% from a year ago and above expectations for 
69 cents.  

– Net income at JPMorgan Chase, the biggest U.S. bank, rose 8% to $9.1 billion in the third quarter, while revenues rose 
8% to $29.3 billion.  Both figures were better than expected. The bank posted its best quarterly performance for its 
investment banking division in the bank’s history, which fixed-income trading revenues rose 25% and credit card income 
rose 10%.   

– Goldman Sachs, on the other hand, posted disappointing results, with third quarter net income fell to $1.8 billion, hit by 
an $80 million loss in the bank’s stakes in WeWork and a $267 million provision against losses in its stakes in other 
publicly traded companies like Uber, Tradeweb and Avantor.  In contrast to JPMorgan, Goldman’s investment banking 
fees fell 15% from a year earlier.  The company’s stock fell over 3% on the news.  

– Shares in video streaming firm Netflix rose more than 8% in after-hours trading on Wednesday despite a smaller-than-
expected rise in net new subscribers as the result was better than feared.  The company added 6.8 million new 
subscribers in its fiscal second quarter, below the 7 million the company expected and the second straight quarterly miss.  
The company added 520,000 new subscribers in the U.S., below the 800,000 it forecast, which it blamed on a price 
increase earlier in the year.  But the results were an improvement after the company lost subscribers in the previous 
quarter.  Netflix’s results could take a hit in the current quarter, with both Apple and Disney launching new video 
streaming services.  The company cut back its guidance for the full year, saying it would add 26.7 million subscribers, but 
the 28.6 million added last year.  

– United Airlines raised its full-year profit guidance for the second quarter in a row, as strong travel demand and lower fuel 
costs led to strong third quarter results.  The company now sees adjusted earnings of $11.25 to $12.25 per share this 
year, above the previous forecast of $10.50-$12.00.  Third quarter net income rose to $1.02 billion from $833 million a 
year ago, with earnings per share rising to $4.07, above the $3.05 a year ago and $3.97 expected by analysts.  United 
benefits from having few Boeing 737 Max jets that some of its rivals, helping it to maintain passenger traffic when the 
troubled jet is grounded.  

– MGM Resort International announced Tuesday the sale of two of its prime Las Vegas properties. It sold its Circus Circus 
hotel-casino to Treasury Island casino owner Phil Ruffin for $825 million.  In addition, MGM and the Blackstone 
investment group will form a joint venture to buy the Bellagio for $4.25 billion and lease it back to MGM for $245 million 
per year.  MGM will get a 5% stake in the joint venture and about $4.2 billion in cash.  

 

UK

– The FTSE 100 fell 0.44% on Friday and 1.33% on the week to close at 7,150.57, as weak Chinese growth data and 
renewed Brexit concerns weighed on investor sentiment.   

– The uncertainty over Brexit increased on Saturday, after Parliament effectively rejected the transition plan negotiated by 
UK Prime Minister Boris Johnson with the European Union, forcing Johnson to ask the EU for an extension of the cirremt 
October 31 Brexit deadline. Parliament voted 322 to 302 to pass an amendment to the deal brought by an expelled 
member of Johnson’s Conservative Party to delay final approval of the transition deal until after lawmakers passed the 
detailed legislation to enact it.  Johnson had previously said he would rather be “dead in a ditch” than seek an extension 
but decided to comply with the Benn Act requiring an extension of a transitional deal did not pass Parliament. Johnson 
sent an unsigned letter to the EU asking for an extension until January 2020, as well as a signed letter to European 
Council President Donald Tusk saying that further extension would damage the interests of and relationship between the 
UK and EU and expressing confidence he could pass his transition deal by October 31.  He may have that opportunity in 
possible votes early this week, though it remains unclear if he will command the majority of lawmakers needed. If 
Parliament does not approve the deal, the EU could grant a delay of a few weeks to allow the UK to resolve technical 
details of the deal, or could grant a longer delay to allow for a general election or perhaps a potential second referendum 
on Brexit. As lawmakers debated Johnson’s plan, a huge anti-Brexit rally took place outside Parliament, demanding a 
second referendum.  

– Anglo-Dutch consumer products company Unilever posted weaker-than-expected results in the third quarter due to 
weaker sales in India and China.  The company recorded sales of 13.3 billion euros in the third quarter, a 2.9% gain that 
was below the 3.8% increase in the same period a year earlier and the 3% increase expected by analysts.  Sales growth 
in India, the company’s second biggest market after the U.S., slowed to 7%, down from 12% a year ago.  However, the 
company confirmed its full-year guidance that sales would growth 3-4%.  Unilever shares rose 2% in London on the 
news. 
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– Retailer WHSmith announced that it would buy U.S. travel business Marshall Retail Group for $400 million, giving it a 
presence in the U.S. airport shopping market.  The acquisition would double the size of WHSmith’s international travel 
business that would help offset the slowdown in sales at its UK high-street books and stationary stores.  The deal, which 
is expected to be completed in the first quarter next year, will be financed by a combination of new debt and equity.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 fell 0.38% on Friday on concern about the global growth outlook, pushing the index 
down 0.10% on the week to 1,534.81.   

– Shares in French foods group Danone SA fell 8% on Friday, the biggest single-day drop in a decade, after the company 
cut its full-year sales forecast.  The company – which makes Evian water and Activa yogurt -- now expects like-for-like 
sales growth of 2.5-3% this year, down from the previous guidance of 3%.  The downward revision came after third 
quarter sales grew 3% to 6.4 billion euros, weaker than the 3.8% gain expected as slower sales in Russia and the U.S. 
offset a stronger performances in Europe and Latin America. The weaker guidance raises questions about the 
company’s push into plant-based products, having promised to triple sales of such products this year to 5 billion euros. 
Sales growth of such products slowed to only 0.7% in the third quarter.  

– Shares in French automaker Renault fell as much as 15% on Friday after the company cut profit guidance for this year.  
The move was one of the first for new CEO Clotilde Deblos to try to restore confidence in the automaker, after the 
Renault board fired her predecessor, Thierry Bollare.  The company said it now expects profits to fall 3-4% this year due 
to weaker economic growth and a tougher regulatory environment. Deblos said the company would also reassess its 
medium-term business plan, which had been drawn up by disgraced former chief executive Carlos Ghosn.  

– Nestle SA announced Thursday that its third quarter sales were in line with expectations and made a promise to return 
20 billion Swiss francs ($20 billion) to shareholders over the coming three years after it completed the sale of its skin care 
business.  For the first nine months of the year, sales stood at 68.4 billion Swiss francs, up 2.9% from a year earlier.  
Shares in Nestle, the world’s largest food and beverage company, are up 31% this year as it seeks to sell off non-core 
businesses to improve profitability and allow it to move more rapidly to address changing consumer tastes.  

Japan 

– The Nikkei 225 index rose 0.18% on Friday, the sixth straight session gain, though traders remained cautious ahead of 
the weekend given concerns about the economic outlook. The index rose 4.36% on the week to 22,492.68, the highest 
level this year, helped by Wall Street gains and a weaker yen exchange rate earlier in the week.  

– The Japanese government adopted on Friday tighter rules on foreign investment in publicly traded companies. The rule 
lowers the threshold at which foreign investors must submit pre-purchase orders when they plan to buy a stake of 1% or 
more in companies deemed sensitive to national security – such as those in nuclear energy, weapons, semiconductor 
chips and communications -- from 10% previously. The biggest investment banks in Japan have also warned that the 
new rule could hurt their business, since they are often required to buy blocks of shares bigger than 1%. The MOF has 
said it will make exemptions for “portfolio investors” purchases below a certain level but has 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. The head of the Tokyo Stock Exchange, Akira Kiyota, last week heavily criticized the proposal as an “idiotic” 
move that could erode Japan’s international financial market status.   

– Unizo Holding’s top shareholder, Elliott Management, is urging the Japanese hotel operation to accept the $1.6 billion 
purchase offer from Blackstone Group, warning that it would fight back if management did not accept the offer. Unizo 
rejected a previous Blackstone offer.  Unizo drew the attention of Blackstone after it rejected a hostile takeover bid by 
travel services provider HIS Co., which underscored the view that the hotel chain was undervalued.  

– South Korean visitors to Japan fell 58% in September compared to a year earlier, according to new Japanese 
government figures, as the bilateral trade dispute between the two countries continued to hurt economic ties.  The visitor 
numbers were down for the third consecutive month, with the decline in September accelerating from the 50% drop 
recorded in August. Last year, South Korean tourists formed the second largest visitor group after those from China.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index fell 1.32% on Friday after release of weaker-than-expected third quarter 
GDP, pushing the index down 1.19% to 2,938.14.  

– Hong Kong's Hang Seng index fell 0.48% on Friday on the weak China growth data, but it still gained 1.56% on the week 
to 26,719.58 on hopes that the city’s government would take additional step to support the protest-hit economy.  

– Taiwan's Taiex fell 0.06% on Friday, but the index rose 2.67% on the week to 11,180.22 on hopes that a U.S.-China deal 
would ease trade tensions and boost exports.  
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– South Korea's Kospi fell 0.83% on Friday, the second daily decline in a row, on weak Chinese economic data but still 
rose 0.79% on the week to close to 2,060.69, as optimism about a possible U.S.-China trade deal dominated investors’ 
attention. The Bank of Korea, the country’s central bank, cut its base interest rate by 25 basis points to 1.25% on 
Wednesday, as expected, to boost the weakening economy.  

– The Singapore Straits Times Index fell 0.38% on Friday as the weak Chinese growth number rekindled concern about 
the economy in the export-dependent city-state. But the index still managed a 0.01% increase for the week to close at 
3,114.16.  

Emerging Markets  

– Brazil's Bovespa fell 0.27% on Friday, following the decline on Wall Street, but still rose 0.86% on the week to 
104,728.89/103,831.92.  

– Mexico's IPC fell 0.69% on Friday, in line with Wall Street’s decline, offsetting gains earlier in the week to push the index 
down 0.08% on the week to 43,178.63.  

– India's BSE 30 rose 0.63% on Friday as optimism about a UK-European Union Brexit deal with industrial heavyweight 
Reliance Industries Ltd posting a record high on anticipation of positive quarterly earnings this week. The index rose 
3.07% on the week to 39,298.38/38,127.08. 

– Russia's RSTI rose 0.13% on Friday and 1.93% for the week to close at 1,355.27/1,329.63, even though the price of oil, 
Russia’s largest export, fell during the week.    

Alternative Assets 

– Oil futures prices fell on Friday as weaker-than-expected Chinese growth data renewed concerns about weaker demand 
for oil in the period ahead and data showing that U.S. oil inventories rose for the fifth week in a row suggested abundant 
supply. Positive signs on a U.S.-China trade agreement and a Brexit deal limited losses. November West Texas 
Intermediate (WTI) crude fell 0.3% on Friday to $53.78 per barrel, with the price down 1.7% on the week. The December 
Brent crude contract on London’s ICE Futures Exchange closed the trading period at $59.42 a barrel, down 0.8% on 
Friday and 1.8% on the week. 

– Gold futures prices fell on Friday but remained within its recent tight trading range, as investors continued to bet that 
prices would continue to fall despite weaker Chinese growth data and a weaker dollar exchange rate.  December gold 
futures fell 0.3% on Friday to $1,494.10 per ounce, remaining just below the psychologically important $1,500 level.  The 
price of the yellow metal still rose 0.4% on the week.   

Fixed Income 

US 

– The yield on benchmark 10-year Treasuries rose to 1.7536% on Friday from 1.7290% at the close of the previous week 
as a rise in yields earlier in the week was largely reversed after weak U.S. and Chinese economic data.  

– Federal Reserve Vice Chair Richard Clarida on Friday highlighted "evident risks" to a generally favorable outlook, citing 
weakening global growth and a slowdown in exports, manufacturing and investment. The Fed will "act as appropriate" to 
sustain growth, a strong labor market, and inflation rising to its objective, he reiterated on the last day before 
policymakers enter a customary 13-day communication "blackout" period around a policy meeting. The FOMC will 
convene on October 29 and 30 to decide whether to lower interest rates a third time this year, to a range of 1.50% to 
1.75%. Investors widely anticipate such a move, with the market fully pricing in a 25 basis point cut. Clarida said the 
FOMC continues to expect the U.S. economy to grow about 2% next year and inflation to gradually rise toward its 2% 
goal. He also pointed to unemployment at a 50-year low as an example of resilience in the economy. "Despite this 
favorable baseline outlook, the U.S. economy confronts some evident risks," he said. "Business fixed investment has 
slowed notably since last year, exports are contracting on a year-over-year basis, and indicators of manufacturing activity 
are weakening. Global growth estimates continue to be marked down, and global disinflationary pressures cloud the 
outlook for U.S. inflation," he said in remarks prepared for a financial conference in Boston. "Looking ahead, monetary 
policy is not on a pre-set course, and the Committee will proceed on a meeting-by-meeting basis to assess the economic 
outlook as well as the risks to the outlook," he said. Addressing the recently announced plan to buy $60 billion of bills a 
month until at least into the second quarter of 2020, Clarida said the open market operations are "technical" and should 
not be conflated with quantitative easing that was designed to stimulate the economy. “The technical measures we are 
undertaking do not represent a change in the stance of monetary policy, which we continue to implement by adjusting the 
target range for the federal funds rate," he said. 
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– The value of retail sales fell 0.3% in September, far below the 0.3% gain predicted by markets. This followed an upwardly 
revised 0.6% headline number in the previous month, according to data released Wednesday by the Commerce 
Department. Excluding motor vehicles, retail sales dropped 0.1% after rising 0.2% in August. The year over year rate for 
retail sales excluding motor vehicle, however, increased by 3.7%. Control group sales excluding motor vehicle, gasoline 
station, and building material sales rose 0.1%. Gasoline station sales decreased by 0.7% and motor vehicle sales 
followed suit, falling 0.9%. Sales excluding gasoline and motor vehicle registered a flat reading. Non-store retailers, 
referring to digital stores and mail-order purchases, dipped to 0.3% in September. Previous non-store retail numbers 
have been strongly positive, and the year/year rate is 12.9. This is the lowest reading for this sector since an 8.7% 
decline in December 2018. Building material and garden equipment sales also decreased, showcasing a 1.0% decline 
from a revised 2.3% increase in August. 

– Industrial production fell 0.4% in September from August, dropping more than the 0.1% decline expected. The 
September drop followed an upwardly revised 0.8% gain in August. Manufacturing production fell 0.5% on the month, 
due in large part to the labor strike at General Motors, after rising 0.6% in August. Mining output dropped 1.3%. 

UK 

– The yield on 10-year Gilts rose slightly to 0.7090% at the end of last week from 0.7050% the week before as investors 
took a wait-and-see stance with regard to risks emanating from Brexit.   

– Overall employment levels in the UK fell in August, recording the largest rolling 3-month decline since May 2015, data 
released Tuesday by the Office for National Statistics showed. Overall employment fell by 56,000 in August to 32.693 
million. It was the biggest rolling 3-month decline since the fall of 65,000 in the 3-months March to May 2015. As 
employment levels fell, the overall employment rate dropped to 75.9% from the 76.1% seen in July. The fall in 
employment over the period fell disproportionately on women, with the employment rate falling to 71.6% from a 
comparable 72% in July.  According to the ONS, youth employment levels are starting to slow, with the numbers starting 
to fall on the year for the under-25s, falling 1.3% to 61.1%. It was the only age sector to show an annualized decrease.  
Earnings remained buoyant in August, although slightly lower from July's revised levels. Both total and excluding-bonus 
numbers stood at a nominal 3.8% in the month. Real earnings rose for the 18th consecutive month, with total real 
earnings slowing slightly to +1.9% on the month from +2.0% in July. Real earnings ex-bonuses, picked up slightly, hitting 
2.0% after 1.9% in July. 

– Inflation remained subdued in September at both consumer and producer level, widening the scope for the Bank of 
England to stimulate the economy in the event of a Brexit-related downturn. CPI steadied at an annual rate of 1.7%, in 
line with both Bank of England staff forecast, but a touch below expectations for1.8%. Motoring costs exerted the biggest 
downward push on prices, with fuels and lubricants shaving 0.06 percentage point from the change in CPI. A 14.6% 
plunge in crude oil prices in the year to September also kept intermediate inflation in check, with input PPI falling at an 
annual rate of 2.8%, the biggest fall since May 2016. Output PPI increased by 1.2%, the smallest rise since September 
2016. The relative strength of the pound last month could also keep a lid on inflationary pressures. The sterling effective 
exchange rate rose by 2.4% between August and September, the first increase since March and the biggest jump since 
March of 2016, with further strength seen in recent days. The September inflation data should provide a degree of relief 
to policy makers on Threadneedle Street, with Bank of England officials, including MPC member Michael Saunders, 
publicly mulling the efficacy of a rate cut in months to come. 

– UK consumers continued to spend in the third quarter, defying the uncertainty of the looming exit from the European 
Union. Retail sales increased by 0.6% in the third quarter, suggesting consumers were undaunted by headlines of a 
potential Brexit-related economic downturn. Retail activity is poised to add 0.03 percentage point to Q3 GDP growth. The 
Q3 outturn matches the sales increase recorded in Q2, when consumer spending rose by 0.4%, adding 0.22 percentage 
point to GDP. Sales were unchanged between August and September, exceeding the Bloomberg median forecast of a 
modest decline. Department store sales, which comprise 8.4% of total volumes continued to disappoint, declining by 
0.3%. Non-specialized store sales have recorded just one monthly increase since the beginning of 2019. Internet sales, 
measured by value, declined for the second consecutive month, falling by 2.0%, the most significant retreat since 
December of 2016. Surprisingly, online retailers blamed poor weather for the weakness of internet sales, according to a 
national statistician. On-line sales values, measured as a proportion of total retail, declined to 19.1%, the second straight 
decline, from the record-high 19.8% recorded in July. Retail price pressures remained subdued, with the implied deflator 
rising by just 0.3% in September, the smallest increase since April. Household goods sales rose by 2.0% between 
August and September, but declined by 0.7% in the third quarter, exerting significant downward pressure on quarterly 
sales volumes. Anecdotal comments from retailers did not link the Q3 weakness to the recent softness in the housing 
market, according to national statisticians. 
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Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to -0.3820% last Friday from -0.4420% the previous week, as investors 
concerns about the global growth outlook eased ahead of weak Chinese data on Friday.   

– Eurozone industrial production fell 2.8% in August from a year earlier, a slightly larger decline than the 2.5% drop 
expected by analysts. The August decline followed an upwardly revised 2.1% fall in July. The drop in August was the 
tenth consecutive month that output had dropped on a year-over-year basis, the longest streak since the Eurozone debt 
crisis eight years ago. On a monthly basis, industrial output increased 0.4% in August, reversing the 0.4% drop in July. It 
was the first monthly gain in industrial activity since May. 

– The ZEW Institute’s indicator of analysts’ sentiment on the outlook for the Eurozone economy fell 1.1 points to -23.5 in 
October, better than market expectations for a drop to -33.0. In October, 46.5% of analysts expected no change in 
economic activity while 38.5% expected conditions to deteriorate and 15.0% predicted an improvement. The indicator for 
analysts’ views on the current Eurozone economic situation fell 10.8 points to -26.4, while inflation expectations dropped 
8.5 points to 1.0. 

Japan 

– The yield on 10-year Japanese Government Bonds rose to -0.1310% from -0.1790% a week earlier, as investors 
became a bit less risk-adverse on continued optimism about a U.S.-China trade deal.   

– The BOJ will not hesitate to ease further if there is a high risk that the momentum toward achieving the price stability 
target will be lost, Governor Haruhiko Kuroda said Tuesday. “The BOJ needs to pay more attention to the risk that the 
momentum for the price stability target will be lost on the back of the heighted downside risks to economic activity and 
prices amid the sustained slowdown in overseas economies," he said, as the BOJ quarterly branch managers' meeting 
opened in Tokyo. He added that the BOJ will re-examine the outlook for economic activity and prices at the next policy-
setting meeting, scheduled for Oct 30-31. Japan's economy has been on a moderate expanding trend, with a virtuous 
cycle from income to spending operating, although exports and production have been affected by the slowdown in 
overseas economies. The year-on-year rate of change in CPI is likely to increase gradually toward 2%, mainly on the 
back of the output gap remaining positive and medium- to long-term inflation expectations rising. The BOJ intends to 
maintain the current extremely low levels of short- and long-term interest rates for an extended period of time, at least 
until around spring 2020, taking into account uncertainties including the effects of the October consumption tax hike. The 
BOJ will examine the risks considered most relevant to the conduct of monetary policy and will make policy adjustments 
as appropriate, taking account of all economic developments as well as financial conditions, with a view to maintaining 
the momentum toward achieving the 2% price target. 

– Bank of Japan Deputy Governor Masayoshi Amamiya said Friday the central bank needs to pay more attention to the 
risk that the momentum toward achieving the price stability target amid the heightened downside risks to the global 
economy. "We will manage monetary policy in an appropriate manner without holding any preconception, while re-
examining various risks facing Japan's economy," Amamiya said at a credit union meeting. Exports remain weak and 
business sentiment among manufacturers turned to cautious clearly but domestic demand remains solid, he added. 
However, the deputy governor voiced concern over the outlook of Japan's economy, saying downside risks remain and 
the BOJ should carefully examine how developments of overseas economies affect Japan's economy and prices. The 
BOJ will consider the outlook for economic activity and prices, including their downside risks, at its two-day policy-setting 
meeting on Oct. 30-31 and the board will review its medium-term outlook for economy and prices. 

– Japan's annual core consumer inflation rate slowed in September as energy costs turned lower on year, data from the 
Ministry of International Affairs and Communication released Friday showed. The national average core consumer price 
index (excluding fresh food) rose 0.3% on year in September, slowing from 0.5% in August but in line with expectations. -
The decelerating inflation rate was caused mainly by lower energy costs, which fell 1.9% on year in September, quicker 
than August's 0.3% drop. Overall CPI rose 0.2% on year in September, also slowing from 0.3% in August. The 
underlying inflation rate measured by the core-core CPI (excluding fresh food and energy) rose 0.5% on year in 
September (vs. +0.6% in August), indicating that corporate price hikes pushed by higher costs are limited. Prices for 
overseas holiday tours dropped 2.8% y/y in September, down from a gain of 4.1% in August. Prices for household 
durable goods were up 6.0% on year in September, accelerating from a rise of 5.4% in August. 
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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. 
 


