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Weekly market watch  
 
As at Friday October 25, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  26,667.39 (52.19) 3.18% 7.89% 
India  BSE 30 39,058.06 6.00 8.29% 17.12% 
Japan  Nikkei  22,799.81 347.95 13.91% 7.62% 
Singapore  STI  3,185.53 71.37 3.81% 7.18% 
South Korea  KOSPI  2,087.89 27.20 2.30% 3.00% 
Taiwan  WSE 11,296.12 115.90 16.13% 19.04% 
Shanghai     COMPOSITE 2,954.93 16.79 18.49% 13.70% 
Europe 
France  CAC  5,722.15 85.90 20.96% 13.71% 
Germany  DAX  12,894.51 260.91 22.12% 14.04% 
Italy  FTSE MIB  22,608.99 287.22 23.38% 20.16% 
Russia  RTSI  1,421.20 65.93 32.98% 26.81% 
UK FTSE 100  7,324.47 173.90 8.86% 4.57% 
Americas 
Brazil  IBOV  107,363.80 2,634.91 22.16% 27.69% 
Mexico  IPC  43,389.16 210.53 4.20% -6.24% 
Nasdaq  CCMP  8,243.12 153.58 24.23% 12.64% 
US  S&P 500  3,022.55 36.35 20.57% 11.72% 
US   DOW  26,958.06 187.86 15.56% 7.90% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.6820 0.7090 0.5360 1.4410 
10 Year OAT -0.0600 -0.0760 -0.2730 0.7710 
10 Year Bund  -0.3620 -0.3820 -0.5750 0.3980 
10 Year Japan -0.1360 -0.1310 -0.2550 0.1170 
10 Year Treasuries  1.7943 1.7536 1.7372 3.1167 

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

US  5.00 5.50 5.25 
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 0.75 1.50 1.50 
Hong Kong  5.38 5.38 5.38 

% change is for indication only; local currency except where stated. 
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Equity Markets 
US 
– U.S. stocks rallied Friday on reports that U.S. and Chinese negotiators had made progress on finalizing an interim trade 

deal. The Dow Jones Industrial Average rose 0.57% on Friday, pushing the index up 0.70% for the week to close at 
26,958.06. The S&P 500 index rose 0.41% on Friday and 1.22% on the week to 3,022.95, just short of its all-time record 
high. The Nasdaq Composite rose 0.70% on Friday and 1.90% for the week to close to 8,243.12.   

– U.S. and Chinese trade negotiators are “close to finalizing” some sections of the interim trade deal announced by U.S. 
President Donald Trump on October 11, the office of U.S. Trade Representative Robert Lighthizer said in a statement on 
Friday after a conference call with top Chinese trade negotiators Liu He and U.S. Treasury Secretary Steven Mnuchin. 
Further negotiations are expected in the near future.  Negotiators are working to finish a formal trade truce – “phase one” 
of a comprehensive trade deal -- that could be signed by Trump and Chinese President Xi Jinping at their meeting at the 
Asian-Pacific Economic Cooperation summit meeting in Santiago, Chile on November 16-17. In a wide-ranging speech 
on Thursday, U.S. Vice President Mike Pence said that Trump was “optimistic” that the interim deal could be finished. 
Under the limited deal, China will agree to increase its purchases of U.S. farm products while the U.S. has already 
postponed indefinitely the planned increase in the tariff rate on $250 billion of Chinese imports to 30% from 25%. 
Bloomberg reported Thursday that China would increase farm product purchases further if the U.S. agreed to delay or 
scrap other tariffs. The U.S. has not yet decided whether to do go ahead with a new 15% tariff on about $156 billion of 
Chinese imports that is due to go into effect on December 15.  

– The House of Representatives impeachment inquiry into the conduct of U.S. President Donald Trump intensified last 
week, after Bill Taylor, the U.S. charge d’affaires for Ukraine, testified that he was told by Gordon Sondland, U.S. 
ambassador to the European Union, that Trump was withholding military aid to the Ukrainian government until it made a 
public statement that it was investigating energy company Burisma Holdings, where Hunter Biden – the son of leading 
Democratic presidential candidate Joe Biden -- served as a board member, and alleged Ukrainian interference in the 
2016 U.S. presidential election.  Trump has repeatedly denied that he demanded a quid pro quo for military aid to 
Ukraine. 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. 

– Japan’s SoftBank agreed to take over troubled shared office provider WeWork in a $9.5 billion rescue plan that values 
the company at only $8 billion, well below the $47 billion valuation in the last private funding round in January and the 
$15 billion at the time of its now-abandoned IPO last month. Company co-founder Adam Neumann was forced out, but 
will still get a $1.7 billion payout. The company plans to lay off as many as 4,000 employees – about 30% of its 14,000-
person workforce – and will focus the business on markets in the U.S., Europe and Japan, pulling back from other 
regions including China, India and much of Latin America.  

– Shares in ecommerce giant Amazon fell as much as 9% in after-hours trading on Thursday after the company’s third 
quarter profit missed expectations. Third quarter operating income fell to $3.2 billion from $3.7 billion in the year-earlier 
quarter as it increased spending on its next-day delivery service. The company’s projection of fourth quarter Christmas 
season revenues of $80 billion to $86.5 billion also disappointed, coming in below expectations of $87.4 billion. 
Nevertheless, third quarter sales rose more than expected, gaining 24% to $70 billion. Revenues for Amazon Web 
Services, its cloud storage business, rose to $9 billion, with the division’s profit of $2.3 billion account for 70% of the 
company’s total profit.  

– United Auto Workers (UAW) union members approved a new four-year contract with General Motors, ending their six-
week strike. Workers won a wage increase and the end to a two-tiered compensation system that paid new workers less 
than older workers. GM agreed to make investments in U.S. production facilities but the union agreed to close three 
plants that were already shut down. The company’s 49,000 workers could return to work as early as Saturday. The strike 
is estimated to have cost GM almost $2 billion in lost production and sales, while workers lost an estimated $1 billion in 
wages. The UAW will now turn its attention to new contracts with Ford and Fiat Chrysler.  

– The Pentagon announced Friday that Microsoft had won the $10 billion contract to supply it with cloud services. Amazon 
had been expected to win the contact, but last minute intervention by President Trump warning that “great companies” 
had complained about the bidding process resulted in a review by Defense Secretary Mark Esper. The awarding of the 
contract to build the highly sensitive Join Enterprise Defense Infrastructure (JEDI) was the culmination of a two-year 
process.  Trump has frequently feuded with Jeff Bezos, the majority stockholder of Amazon who also owns the 
Washington Post, which has been highly critical of the president.  

– Microsoft posted better-than-expected revenues and earnings in its fiscal first quarter, the company said Thursday.  
Revenues rose 14% to $33.1 billion in the three months to the end of September, with earnings per share up 21% to 
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1.38%. Analysts had expected revenues of $31.15 billion and earnings of $1.24 per share. Revenues were paced by a 
27% increase in its cloud business.  

– Shares in Tesla rose 20% on Thursday after the electric carmaker posted a net quarterly profit and issued an upbeat 
earnings outlook. The company had a net profit of $143 million in the third quarter, after posting a loss of $1.1 billion in 
the first half of the year.  Adjusted earnings per share were $1.86, well above analysts’ forecasts that ranged from a loss 
of $1.25 to a gain of $0.34.  Revenues of $6.3 billion, however, were below the year-earlier level of $6.8 billion and 
expectations for $6.5 billion, which Tesla attributed to a tripling in the percentage of its customers leasing vehicles as 
opposed to buying them. CEO Elon Musk said the new Model Y sport utility vehicle was ahead of schedule and would be 
rolled out next summer, predicting it would outsell the company’s other three models combined.  

– Ford Motor Co. on Wednesday lowered its full-year profit forecast after reporting weaker earnings in the third quarter due 
to a continued sales slowdown in China and heavy sales discounting in North America. The company now expects an 
operating profit of $6.5 billion to $7.0 billion this year, down from the previous forecast of $7.0 billion to $7.5 billion and 
less than last year’s $7.0 billion. Ford recorded a $2 billion profit in North America in the third quarter, but posted losses 
of $179 billion in Europe and $281 million in China. Global revenue fell 2% to $37 billion in the third quarter. Net income 
was $425 million, or 11 cents per share, down from $991 million, or 25 cents per share, in the third quarter a year earlier. 
The results included a $1.5 billion charge, mainly for its ongoing restructuring program.  

– Heavy construction and mining equipment maker Caterpillar cut its profit forecast for this year due to trade tensions 
between the U.S. and China and the slowdown in the global economy.  The company said third quarter sales fell 6% 
from a year earlier to $12.8 billion, below expectations for $13.6 billion. The company cut its full-year earnings forecast to 
between $10.90 and $11.40 per share, down from the previous range of $12.06 and $13.06.  

 
UK

– The FTSE 100 fell 0.05% Friday, the first decline in five sessions, but rose 2.43% on the week to close at 7,324.47 
despite concerns on  Brexit.  

– The uncertainty over Brexit continued last week, as Parliament derailed UK Prime Minister Boris Johnson’s plan to take 
the UK out of the European Union on October 31. On Tuesday, for the first time, Parliament voted in favor of the general 
principles in the transition plan that Johnson negotiated with the European Union, suggesting there was support for 
approving the deal after debate.  But Parliament voted down the government’s proposal to limit debate to three days. 
This forced Johnson to request a delay in the Brexit deadline until January 31.  EU foreign ministers agreed to 
recommend to leaders that they accept the UK proposal, but France held out for a shorter deadline of Nov. 15. Fearing 
that debate on the Brexit transition bill could last all the way until the end of January, Johnson demanded that Parliament 
call a general election for December 12.  However, it remains unclear whether Johnson will be able to get the two-thirds 
majority of MPs necessary to schedule the election.  Opposition Labour Party leader Jeremy Corbin said he would 
oppose holding a near-term election unless Johnson abandons the idea of a no-deal Brexit. EU leaders are waiting to 
see how the UK election question is settled before announcing a new Brexit deadline.  

– Pre-tax profits at Barclays bank rose to 882 million pounds in the third quarter, up 77% from the same period a year 
earlier, led by gains in trading revenues and bank fees.  Merger and acquisition fees rose by a third, due in large part of 
Barclay’s advice to the London Stock Exchange on the unsolicited purchase bid by the Hong Kong Stock Exchange. 
Revenues from fixed-income trading rose 19%, while those from equity trading gained 5%.  However, a one-time 1.4 
billion pound charge to cover the cost of compensating UK consumers for mis-selling of payment protection insurance 
led to a net loss of 292 million pounds in the third quarter.  

– Shares in WPP, the world’s largest advertising agency, rose 6% on Friday after the company reported that organic sales 
growth rose slightly in the third quarter, the first gain in more than year. The increase exceeded analysts’ expectations for 
a 0.6% decline. Like-for-like sales in the first nine months of this year were down 1.1%, better than expectations for a 
1.4% drop.  All regions reported better results except the U.S., which continues to have “deep-seated” problems, CEO 
Mark Read said.  

– The deal to rescue British Steel was on the verge of collapse last week with a deadline this Thursday looming, the 
Financial Times reported. Ataer Holding, the investment arm of Turkey’s military pension scheme that was named the 
preferred bidder in August, has demanded cost reductions from key vendors as a condition for the deal, but some 
suppliers are refusing to change conditions in their existing contracts. Ataer’s 10-week period during which it has 
exclusive rights to pursue a deal is due to end Thursday. The impasse threatens the deal for the UK’s second-largest 
steelmaker, which entered insolvency in May after a request for a public bailout was rejected.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 0.21% on Friday amid cautious optimism about progress in U.S.-China trade 
negotiations and good results from luxury goods companies.  The index rose 1.79% on the week to 1,562.25.  
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– Shares in Anheuser-Busch InBev, the world’s largest brewer, fell 10% on Friday after the company cut its annual profit 
forecast as third quarter results were depressed by high commodity costs as well as the effects of price increases in 
South Korea and Brazil. Third quarter revenues were $13.2 billion, below expectations for $13.4 billion. Organic sales 
growth, which excludes the effects of asset acquisition and disposals, was 2.7%, well below the 4.7% expected. Sales in 
the U.S. and Brazil, its two largest markets, declined during the quarter.  The initial results of its Asian operations, floated 
on the Hong Kong stock market earlier this month, showed sales in China fell, as did revenues from South Korea after 
the company was forced to reverse a price increase.  

– Luxury carmaker Daimler warned Thursday that its 2019 earnings would be “significantly below” the 11 billion euros 
recorded last year, due to higher costs related to the diesel emission scandal. The warning came despite good third 
quarter revenues, which rose to 43.3 billion euros, up 8% from a year earlier on strong sales of its Mercedes Benz cars 
and vans. In September, Daimler agreed to pay an 870 million euro fine over allegations that 700,000 of its diesel 
vehicles did not comply with emissions regulations.  

– Shares in Nokia lost 24% of their value on Thursday, the biggest drop since 1991, after the Finnish telecoms group 
announced that it would suspend its dividend in the third and fourth quarters this year and cut its earnings forecasts for 
this year and next. The company blamed fierce competition from China’s Huawei and Sweden’s Ericsson and the costs 
of introducing new 5G technology. The company cut its expectations for its operating margin this year to 8.5% from 9-
12% previously and for next year to 9.5% from 12-16%, The company will use the money saved by not paying a dividend 
to make investments in 5G, company CEO Rajeev Suri said.  

Japan 

– The Nikkei 225 index rose 0.22% on Friday to a fresh one-year high of 22,799.81, as positive earnings reports by foreign 
tech firms boosted Japanese tech stocks. For the week, the index rose 1.37%, its third consecutive weekly gain.  

– SoftBank is planning to take a write-down in its Vision Fund of at least $5 billion to reflect the drop in value of some of the 
fund’s investments, such as WeWork and Uber, Bloomberg reported Friday.  The $100 billion Vision Fund, which 
concentrates on investments in cutting-edge technology companies, is expected to announce the write-down when it 
reports fiscal second quarter earnings on Nov. 6.  SoftBank was forced last week to take over WeWork in a $9.5 billion 
rescue effort that values the company at just $8 billion, well below the $47 billion valuation in the last private funding 
round in January, while shares in Uber are down 25% since its IPO in May.  The company is also considering re-
evaluating the valuations of its investments in ride hailing companies Didi Chuxing and Grab Holdings.  The drop in the 
value of these prominent investments has raised questions about the management of founder Masayoshi Son, who is 
trying to raise money for a second Vision Fund that would be larger than the first.  

– Lawyers for Carlos Ghosn demanded on Thursday that the financial misconduct charges against the former Nissan 
chairman be dismissed, arguing that Japanese prosecutors, government officials and Nissan executives “unlawfully 
colluded” to drive him out of office. The detailed submission to the Tokyo court argued that the collusion was an attempt 
to scuttle the proposed merger of Nissan and alliance partner Renault in mid-2018 by those opposed to it. The motion is 
the latest chapter in the nearly year-long drama that started with Ghosn’s arrest in November last year on charges he 
had used Nissan funds for his personal benefit.  Ghosn has denied the charges. A trial on the charges is expected to 
begin as soon as next April.  

– Apple will give further support to embattled Japan Display Inc. by shortening the time it takes to make payments in a 
move to allay concerns about a short-term cash flow shortage.  The support, which includes contributions by other 
business partners, will improve the company’s short-term cash flow situation by as much as 40 billion yen, Japan Display 
President and CEO Minoru Kikuoka said Thursday.  This deal is separate from the 50 billion yen bailout that Japan 
Display hopes to finalize this month after Chinese investment fund Harvest suddenly pulled out of the deal. Japan 
Display, some 60% of whose business comes from making smartphone screens for Apple, has lost money for five 
straight years.  

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index rose 0.48% on Friday on hopes that U.S.-China trade talks would result in 
lower trade tariffs, pushing the index up 0.57% on the week to 2,954.93.  

– Hong Kong's Hang Seng index fell 0.49% on Friday on uncertainty ahead of U.S.-China trade talks and the Federal 
Reserve’s rate decision this week. Friday’s drop pushed the index down 0.20% on the week to 26,667.39   

– Taiwan's Taiex fell 0.21% on Friday but rose 1.04% on the week to 11,296.12 on hopes that a U.S.-China deal would 
ease trade tensions and boost exports.  

– South Korea's Kospi rose 0.11% on Friday and 1.32% on the week to close to 2,087.89, despite weak economic data.  
South Korean growth slowed to only 0.4% in the third quarter compared to the previous quarter, down from the 1.0% 
gain in the second quarter and a faster deceleration than expected.  
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– The Singapore Straits Times Index rose 0.53% on Friday, boosted by stronger-than-expected industrial production data.  
The index also rose 2.29% on the week to close at 3,185.53 on hopes for an easing of U.S.-China trade tensions.  

Emerging Markets  

– Brazil's Bovespa rose 0.35% on Friday, following the rise on Wall Street, and 2.52% on the week to 107,363.77 after the 
country’s Senate gave final approval to the government’s highly anticipated pension reform bill.  

– Mexico's IPC fell 0.89% on Friday on several disappointing earnings results but still rose 0.49% on the week to 
43,389.16.  

– India's BSE 30 rose 0.10% on Friday ahead of the Diwali holiday after State Bank of India – the country’s largest lender 
by assets -- posted strong quarterly profits.  The index fell 0.61% on the week to 39,058.06. 

– Russia's RSTI rose 0.54% on Friday and 4.86% for the week to close at 1,421.20 as the price of oil, Russia’s largest 
export, rose during the week.    

Alternative Assets 

– Oil futures prices rose on Friday and on the week as news of progress in U.S.-China trade talks eased concerns that a 
global economic slowdown would reduce energy demand. In addition, a surprise drop in U.S. oil crude and product 
inventories helped support prices.  December West Texas Intermediate (WTI) crude rose 0.8% on Friday to $56.66 per 
barrel, with the price up 5.2% on the week. The December Brent crude contract on London’s ICE Futures Exchange 
closed the trading period at $62.02 a barrel, up 0.6% on Friday and 4.4% on the week. 

– Gold futures prices rose modestly on Friday and posted their second straight weekly gain on weak U.S. economic data 
and expectations for more central bank rate cuts to support growth.  December gold futures rose 0.04% on Friday to 
$1,505.30 per ounce, returning back above the psychologically important $1,500 level for the week.  The price of the 
yellow metal rose 0.8% on the week.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 1.7943% on Friday from 1.7536% at the close of the previous week 
as positive comments about U.S.-China trade negotiations increased investors’ risk appetite.  

– Federal Reserve officials are likely to deliver a third consecutive interest rate cut this week and may leave the door 
open to another cut in December in an effort to dampen the impact of trade tensions and geopolitical uncertainties 
on the U.S. economy. Top Fed officials have made little attempt to push back against expectations that they will 
approve an additional rate cut this week and continue to highlight downside risks and deteriorating data while they 
debate whether to pause policy changes to assess the effects of monetary accommodation and recent measures 
to quell turmoil in money markets. Markets are currently pricing in a 50-50 chance of another cut in December. 
Chair Jay Powell reiterated earlier this month that the Fed will "act as appropriate to support continued growth" and 
pledged to assess the situation on a meeting-by-meeting basis. Echoing that, Vice Chair Rich Clarida last week 
warned the U.S. economy "confronts some evident risks," despite a favorable outlook. The FOMC's case for rate 
cuts, namely slower growth abroad, trade policy uncertainty and muted inflation has not changed significantly since 
September. The IMF last week downgraded its global growth estimates to the lowest level since the global financial 
crisis a decade ago. A U.S.-China trade deal looks possible if uncertain, but the damage to exports, manufacturing 
and investment has been done. The latest inflation and employment indicators also point to fading momentum. 
Core personal consumption expenditure inflation remains a couple of tenths below 2% while measures of inflation 
expectations have fallen to record lows. The manufacturing sector has added an average only 5,000 jobs a month 
this year, down from last year's 22,000 monthly pace. Overall hiring has slowed to 161,000 jobs a month from 
223,000 last year. Wage growth is decelerating even as unemployment fell to a 50-year low. Unless Powell in his 
press conference raises the bar for further cuts, the FOMC may simply reiterate that it will be data dependent and 
make assessments as it goes. Powell will also give an update on the FOMC's discussions on temporary and 
permanent open market operations and other measures to supply more reserves to the banking system and keep 
the fed funds rate within its target range. The Fed announced this month that it would buy Treasury bills at least 
through the second quarter in a purely technical move that should not materially affect the stance of monetary 
policy. However some details remain undefined. Investors will want to know the key drivers of the Fed's 
commitments and how it intends to adjust them so as to avoid creating a shortage of bills in the market. More 
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broadly, Powell is also likely to face questions over why the fed funds rate has continued to experience higher 
volatility in recent months and whether policymakers plan to introduce a standing repo facility in the near future. 

– Durable goods orders slowed to a four-month low in September, falling 1.1% amid trade policy uncertainty and a 
drop-off in capital spending. August durable goods orders were also revised down to a 0.3% increase from a 
previously reported 0.5% gain. Nondefense aircraft orders declined 11.8% as the uptick in sales this month (25 in 
Sept vs. 6 in Aug) was still not enough to push new orders into positive territory. Boeing's 737 Max also continues 
to be grounded. Orders excluding transportation recorded a drop as well, but at a more modest pace than the 
headline number. All the major subcategories posted losses in the month. The sharp decline in new orders was 
facilitated by a continued decline in transportation orders and a slowdown in capital goods orders. The GM-UAW 
strike that began in mid-September likely negatively impacted goods feeding into auto maintenance, such as steel 
and motor vehicle parts, both of which posted losses. Durables shipments fell by -0.4%, but inventories increased 
by 0.5% while unfilled orders posted a flat reading. Nondefense capital goods new orders were down by 2.8% in 
September and saw an additional 0.5% drop excluding aircraft. Nondefense capital goods shipments were down 
0.1% in the month, while shipments ex. aircraft remained unchanged. 

– Existing U.S. home sales fell 2.2% in September to 5.38 million, below market expectations for total sales of 5.45 
million sales, down from an upwardly revised 5.50 million in August, the National Association of Realtors (NAR) 
reported Tuesday. NAR chief economist Lawrence Yuan described the current market situation as "unbalanced” 
largely due to rising home prices, falling sales and continued low inventory. The latest decline ends a run of two 
consecutive months of solid gains fueled by low mortgage rates meant to incentivize buying. This has done little to 
offset rising home prices, with the September 2019 median home price rising by 5.9% to $272,100 from the 
September 2018 median price of $256,900. Yun cites this as a major deterrent for buyers. Simultaneously, NAR 
recorded 1.83 million homes available for sale by the end of the month, down 2.7% from September 2018. This 
marks the 4th straight monthly year-over-year inventory decline. This is evident in declining sales across all regions 
of the U.S., with Northeast sales falling by 2.8%, Midwest falling 3.1%, the South falling 2.1% and the West falling 
0.9%. 

UK 

– The yield on 10-year Gilts fell to 0.6820% at the end of last week from 0.7090% the week before as investors bought 
bonds on worries about Brexit.   

– The government's finances deteriorated markedly in September, with falling corporate tax receipts and increasing 
government spending likely to add to borrowing in months to come, according to public sector finance data published 
Tuesday by the Office for National Statistics. April-to-September borrowing rose by 21.6% over the same period of 2018, 
already hitting rough OBR estimates of full-year borrowing. The initial OBR 2019/20 borrowing forecast of Stg29.3 billion 
did not include adjustment for student loan outlays, which the OBR believes will add Stg11.4 billion to full-year borrowing 
for a total of Stg40.7 billion Total government spending rose dramatically in September, despite a Stg500m decrease in 
index-linked interest payments. Net social benefits increased by 3.2% to a record high Stg20.2 billion in non-inflation 
adjusted terms. Other Government Spending surged by 7.1% in the year to September and by 5.4% year to date. 
Between April and September, the government spent an extra Stg3.5 billion on staff and an additional Stg7.4 billion on 
goods and services. Statisticians were unable to say whether the increased outlay was related to Brexit preparations. 
Corporate tax receipts continued to disappoint, falling by 1.1% year to date, the biggest fall since 2013/14. Weakness in 
business investment suggests a further softening of corporation tax receipts in months to come. Value-Added-Tax 
receipts remained buoyant, rising by 3.9% in September to Stg12.9 billion and by 3.7% in the financial year to Stg77.6 
billion. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose slightly to -0.3620% last Friday from -0.3820% the previous week, as 
investors’ concerns about the growth outlook were largely offset by optimism over U.S.-China trade talks.   

– The European Central Bank left its monetary policy settings unchanged on Thursday, the last meeting before Mario 
Draghi was due to step down at the end of the month as president. The interest rates on the main refinancing operations, 
the marginal lending facility the deposit facility remained unchanged at 0.00%, 0.25% and -0.50% respectively. The 
Governing Council reiterated that it expects key ECB interest rates to remain "at their present or lower levels until it has 
seen the inflation outlook robustly converge to a level sufficiently close to, but below, 2% within its projection horizon, and 
such convergence has been consistently reflected in underlying inflation dynamics." Net purchases will be restarted 
under the Governing Council's asset purchase program (APP) at a monthly pace of E20 billion from Nov. 1, when 
Christine Lagarde formally takes over as head of the ECB, and are still expected to "run for as long as necessary," 
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before ending "shortly before" the ECB begins raising rates. Principal payments from maturing securities purchased 
under the APP will be reinvested, in full, for an extended period of time past the date when it starts raising the key ECB 
interest rates, "and in any case for as long as necessary to maintain favorable liquidity conditions and an ample degree 
of monetary accommodation," the Governing Council said in a statement. 

– The IHS Markit Eurozone manufacturing purchasing managers index stood at 45.7 in October, unchanged from 
September but below market expectations for a rise to 46.0, according to preliminary data released Thursday.  The index 
level below 50 indicates that sector activity contracted again in the latest month. Production dropped for a ninth straight 
month, with the rate of decline slightly weaker than in September, with both total orders and export orders continuing to 
shrink. In addition, sector employment fell at the fastest pace since the start of 2013. 

– In contract to the manufacturing sector, the IHS Markit Eurozone service sector PMI increased to 51.8 in October from 
51.6 in September.  While service sector activity picked up slightly, it remained at one of the weakest levels since late-
2014 as new business inflows fell. Service sector employment growth was the lowest seen since January, and the 
second weakest since 2016.  

– The Eurozone consumer confidence indicator fell to -7.6 in October from -6.5 in September, the lowest reading since -7.8 
last December and expectations for a smaller drop to -6.7, according to preliminary data. The indicator remained well 
above its long-term average of -10.7. 

Japan 

– The yield on 10-year Japanese Government Bonds fell slightly to -0.1360% from -0.1310% a week earlier, as investors 
remained optimism about a U.S.-China trade deal.   

– It is unlikely the Bank of Japan will announce fresh stimulus at its two-day policy meeting starting on Oct. 30 unless 
financial market volatility surges. BOJ staff is reexamining the prospects for economic activity and prices for the BOJ's 
Quarterly Outlook, but Governor Haruhiko Kuroda has not told them to consider additional policy options ahead of next 
week's meeting. While downside risks to activity and prices have increased, the impact on capital investment of the 
slowdown in overseas economies has so far been limited, and BOJ economists still see no decisive reason for 
abandoning their expectations of economic recovery. Were the governor to propose more easing, board members 
Yutaka Harada and Goushi Kataoka, who have dissented at past policy meetings but have not proposed ramping up 
easing, would also be likely to back him, depending on the content of his proposals.  Three other board members are 
thought to be ready to back further easing if proposed by Kuroda.  

– Japan's exports and imports both performed better in September than in the previous month, data released Monday by 
the Ministry of Finance showed, although overseas trade continues to fall.  Japan's exports fell 5.2% y/y in September, 
improving from the 8.2% y/y drop the month before, but still marked the 10th straight monthly fall. The decrease was 
greater than the 3.7% y/y drop expected. Imports fell 1.5% y/y in September, better than the 12.0% y/y decline in August, 
helped by robust domestic demand. September's trade deficit stood at Y123.0 billion, little changed from last month's 
Y136.3 billion. Exports to the European Union and China were better than seen in September, falling by 0.4% y/y and 
6.7% y/y, respectively. That compared to -1.3% y/y and -12.1% y/y recorded in August. However, exports to the United 
States dipped further, falling by 7.9% y/y after a 4.4% y/y decline the previous month.  

– Japanese corporate demand for financing via bank loans rose in October from three months ago, the Bank of Japan's 
latest quarterly survey of senior loan officers at 50 banks showed Wednesday. The index for corporate fund demand -- 
calculated by subtracting the number of banks reporting a decline in lending from the number of those reporting an 
increase -- stood at +3 in October, up from -2 in July, helped by a pick-up in both sales and capital investment. The latest 
survey was conducted from September 10 to October 10. 
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