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Weekly market watch  
 
As at Friday November 1, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Asia-Pacific  
Hong Kong  HSI  27,100.76 433.37 4.86% 2.32% 
India  BSE 30 40,165.03 1,106.97 11.36% 14.72% 
Japan  Nikkei  22,850.77 50.96 14.17% 2.73% 
Singapore  STI  3,229.43 60.56 5.24% 3.63% 
South Korea  KOSPI  2,100.20 12.31 2.90% 0.20% 
Taiwan  WSE 11,399.53 103.41 17.19% 15.07% 
Shanghai     COMPOSITE 2,958.20 3.27 18.62% 10.53% 
Europe 
France  CAC  5,761.89 39.74 21.80% 13.29% 
Germany  DAX  12,961.05 66.54 22.75% 13.01% 
Italy  FTSE MIB  22,934.32 325.33 25.16% 19.54% 
Russia  RTSI  1,455.44 34.24 36.19% 28.64% 
UK FTSE 100  7,302.42 (22.05) 8.54% 2.64% 
Americas 
Brazil  IBOV  108,195.60 831.83 23.11% 22.37% 
Mexico  IPC  43,814.55 425.39 5.22% -3.59% 
Nasdaq  CCMP  8,386.40 143.28 26.39% 12.81% 
US  S&P 500  3,066.91 44.36 22.34% 11.92% 
US   DOW  27,347.36 389.30 17.23% 7.75% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.6630 0.6820 0.4700 1.4550 
10 Year OAT -0.0690 -0.0600 -0.2640 0.7590 
10 Year Bund  -0.3820 -0.3620 -0.5640 0.3990 
10 Year Japan -0.1760 -0.1360 -0.1490 0.1230 
10 Year Treasuries  1.7103 1.7943 1.6353 3.1303 

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

US  4.75 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, with the S&P 500 and Nasdaq ending at new all-time highs, after a stronger-than-expected 

U.S. employment report reassured investors about the outlook for the economy. The Dow Jones Industrial Average rose 
1.11% on Friday, pushing the index up 1.44% for the week to close at 27,347.36. The S&P 500 index rose 0.97% on 
Friday and 1.47% on the week to 3,066.91. The Nasdaq Composite rose 1.13% on Friday and 1.74% for the week to 
close to 8,386.40.   

– U.S. and Chinese trade negotiators made further progress on the details of the interim trade deal announced by U.S. 
President Donald Trump on October 11, according to statements from the negotiators after a conference call on Friday.  
Chinese Vice Premier Liu Hu reached a “consensus on principles” with U.S. Trade Representative Robert Lighthizer and 
U.S. Treasury Secretary Steven Mnuchin in their talks Friday, the Chinese Commerce Ministry said, without revealing 
what those principles were. “The two sides conducted serious and constructive discussions on properly addressing their 
core concerns,” the ministry added. Lighthizer’s office said the two sides “made progress in a variety of areas and are in 
the process of resolving outstanding issues”, again offering no details. Further negotiations at the deputy level will 
continue, the USTR statement added. Negotiators are working to finish a formal trade truce – “phase one” of a 
comprehensive trade deal – but will have to find a new venue where Trump and Chinese President Xi Jinping can sign it 
after Chilean President Sebastian Pinera cancelled the Asian-Pacific Economic Cooperation summit meeting set to take 
place Santiago on November 16-17 due to continued violent anti-government demonstrations there.  But both Chinese 
and U.S. officials said the cancellation of the planned Trump-Xi meeting on November 17 would not stand in the way of 
finalizing the trade deal.  

– A sharply divided House of Representatives voted on Thursday to endorse a public impeachment inquiry into the conduct 
of U.S. President Donald Trump and set out the rules for the new phase of the proceedings.  The vote of 232 to 196 was 
along strict party lines, with all but two Democrats voting for it and virtually all Republicans against it. More testimony last 
week seemed to confirm that President Trump had conditioned a release of military aid to Ukraine on a public 
announcement by the Ukrainian government that it would investigate the business dealings of Hunter Biden, the son to 
top Democratic presidential candidate Joe Biden.  Lt. Col. Alexander Vindman, the top Ukrainian expert on the National 
Security Council who was on the July 25 call between Trump and Ukrainian President Volodymyr Zelensky testified that 
he felt there was an obvious quid pro quo for the release of military aid.  Vindman, a decorated Army veteran, was so 
alarmed by the call and administration policy toward Ukraine that he twice raised concerns with the National Security 
Council lawyers. National Security Adviser John Bolton ordered Vindman to draft a memo calling for restoration of 
military aid to Ukraine without conditions but Trump refused to sign it. Vindman also said the transcript of the call 
released by the White House omitted parts of the conversation relating to Trump’s request for Ukraine to investigate the 
Bidens. Vindman’s first-hand knowledge of the July 25 call strengthens the Democrats’ case that Trump knowingly asked 
a foreign leader to help investigate a domestic political opponent, which is illegal under U.S. law, and makes it more likely 
that the House will vote to impeach Trump. Trump has repeatedly denied that he demanded a quid pro quo for military 
aid to Ukraine. A House vote to impeach would essentially be an indictment, with guilt or innocence to be determined in a 
trial 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. 

– Luxury jeweler Tiffany & Co. is expected to reject an unsolicited $14.5 billion takeover bid by French luxury group LVMH 
as being too low, Bloomberg reported Saturday.  Tiffany’s board is due to meet Sunday.  Analysts say that Tiffany wants 
a similar valuation to that given Italian jeweler Bulgari SpA, which LVMH purchased in 2011.  That could mean doubling 
the offer price, but it is unclear how much more LVMH would be willing to spend.  

– Alphabet, the parent to internet search giant Google, reported that third quarter earnings fell well short of expectations 
due to higher costs amid a sharp rise in hiring. Earnings per share were $10.12, down 23% from the year-earlier period 
and below Wall Street’s $12.37 per share expectation. The company’s direct costs for new buildings and computing 
capacity for expected growth rose 23% in the period. The cost of acquiring content for its YouTube unit also rose, due to 
stronger competition from the new Apple+ and Disney video streaming services.  The company added 6,450 employees 
in the quarter, bringing total headcount to about 114,000.  

– Google announced Friday that it would pay $2.1 billion to buy fitness tracking device maker Fitbit, in a challenge to 
Apple’s wearable fitness monitors.  While the acquisition price is 19% above the company’s closing price on Thursday, it 
is just a little more than half the $4 billion valuation of the company when it went public four years ago.  

– Apple reported stronger-than-expected revenues for the quarter to the end of September, even though its smartphone 
and computer sales fell. Revenues rose 2% to $64 billion in the quarter, above expectations for $62.9 billion, driven by a 
54% gain in sales in its Wearables division – watches, headphones, earphones and other accessories – to $6.5 billion. 
Net income, however, fell 3% to 13.7 billion as costs rose. The company also gave an upbeat outlook for fourth quarter 
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sales, expecting revenue of $85.5 billion to $89.5 billion. The company also launched its Apple+ video streaming services 
on Friday.  

– Shares in Facebook rose as much as 6% on Wednesday after the company reported stronger-than-expected third 
quarter earnings.  Earnings stood at $2.12 per share, up 20% from the year-earlier period and well above expectations of 
$1.91 per share. Revenues rose 29% to $17.7 billion, as the number of new monthly users in the U.S. and Canada rose 
3 million to 247 million after having remained stable in the past two years. The good business results come as the 
company is under increasing scrutiny for its business practices, particularly its privacy protections.  Both the U.S. and 
European Union have begun anti-trust investigations of the company.  

– New York-listed Chinese e-commerce giant Alibaba reported stronger-than-expected earnings in the third quarter on 
strong gains in all revenue categories. The company’s overall core commerce revenues rose 40% to RMB101.2 billion, 
while cloud-computing revenues increased 64% to RMB9.3 billion. The company is also considering a secondary listing 
on the Hong Kong stock exchange as early as November to raise up to $15 billion, Reuters reported. The company 
postponed the planned listing earlier this year due to the political unrest in Hong Kong.  

 
UK

– The FTSE 100 rose 0.75% on Friday on upbeat U.S. and Chinese economic data and the rally on Wall Street, but fell 
0.30% on the week to close at 7,302.42.  

– Parliament voted overwhelmingly on Tuesday to approve the proposal by UK Prime Minister Boris Johnson to hold a 
general election on December 12 in a bid to break the Brexit impasse. Johnson is gambling that he can win an outright 
majority and push Brexit through with or without agreement on a transition deal.  However, analysts say he may fall short 
of a majority, necessitating the support of another party to govern. The opposition Labour Party is supporting a new 
referendum on Brexit, while the Liberal Democrats are simply calling for Brexit to be called off.  Also last week, European 
Union leaders agreed to extend the deadline for Brexit until January 31 – labeled a “flextension since the UK could leave 
any time before then if it agrees to do so -- giving Parliament time to debate the transition bill that Johnson has 
negotiated with the EU.  Parliament voted two weeks ago in favor of the general principles in the transition plan, 
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.    

– HSBC announced Monday that third quarter profits fell 24% to $2.97 billion, well below expectations, forcing the bank to 
abandon its annual financial target. Revenues fell 3.2% to $13.35 billion. The bank’s trading operations were particularly 
disappointing, with equity trading revenues down 26% and fixed income down 22%. The UK bank generated almost 94% 
of its profits from Asia in the third quarter.  Interim CEO Noel Quinn said management is working on a restructuring plan 
that will be announced soon. The plan could involve cutting as many as 10,000 of the bank’s employees, the Financial 
Times reported.  

– In contrast with HSBC, Standard Chartered reported that its profits in the July-September quarter stood at $1.2 billion, up 
16% from a year earlier and above expectations for $1.1 billion. Operating income rose 7% to $3.98 billion.  The bank’s 
Hong Kong-listed shares rose on the news.  

– Virgin Galactic became the first space tourism company to go public, with a $2.3 billion valuation.  The stock price ended 
its first day of trading on the New York Stock Exchange on Monday little changed, after having surged 10% in early 
trading.  Some 600 people – including pop star Justin Bieber and actor Leonardo DiCaprio – have signed up a take a 
space flight, representing about $80 million in revenue. The company hopes to turn a profit in 2021 based on 115 flights 
generating $210 million in revenue.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 0.65% on Friday, its best day in a week, on strong economic data from the U.S. 
and China. Friday’s gain pushed the index up 0.21% on the week to 1,565.53.  

– PSA, the parent of automaker Peugeot, and Italian-American automaker Fiat Chrysler Automobiles unveiled on Thursday 
a draft plan to merge that would create the world’s fourth-largest auto company worth $47 billion. The boards of the two 
companies will work in coming weeks on a binding merger agreement. The talks have reportedly been ongoing for most 
of the last year, but fell apart after FCA neared a merger with rival French automaker Renault.  That merger fell apart in 
June after the French government, the largest shareholder in Renault, intervened to stop the talks until Renault’s alliance 
partner Nissan was fully on board. The PSA-FCA talks resumed after FCA pulled out of its talks with Renault.  

– Deutsche Bank shares fell sharply on Tuesday after the bank reported that overall revenues fell 15% in the third quarter 
to 5.3 billion euros, let by a 13% decline in bond and currency trading revenues. Combined with restructuring costs, the 
bank posted a net loss of 832 million euros, well below the 229 million euro profit in the year-earlier period.  Losses in the 
first three quarters of this year amounted to 4.1 billion euros, almost a third of the company’s market capitalization.  
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– Lufthansa is ready to invest up to 200 million euros as part of the rescue plan for troubled Italian national airline Alitalia, 
Bloomberg reported Thursday.  Lufthansa wrote the Italian industry ministry to offer to take a stake in the airline and help 
find new investors.  

Japan 

– The Nikkei 225 index fell 0.33% on Friday to 22,850.77 as renewed concerns about the U.S.-China trade deal pushed up 
the yen’s exchange rate, hitting export stocks. For the week, the index rose 0.22%, its fourth consecutive weekly gain.  

– Factory automation equipment maker Keyence reported Friday the first quarterly drop in group sales and profit in 10 
years.  Net profit in the July-September quarter fell 13.3% from a year earlier to 98.6 million yen, while sales fell 5.8% to 
276.9 billion yen. The company cited declining business investment worldwide due to the U.S.-China trade conflict.  

– Shares in video gamemaker Nintendo Co. rose sharply on Friday after the company reported a stronger-than-expected 
quarterly profit, helped by the introduction of its Switch Lite handheld game console.  Operating income rose 66.8 billion 
yen, above the 50.5 billion yen rise expected by analysts. Sales stood at 271.9 billion yen, above the 250.8 billion 
expected. The company’s shares rose more than 5%, their biggest gain in more than six months.  

– Panasonic Corp. also cited the U.S.-China trade conflict, as well as higher development costs for its European 
automotive business, for the 12% drop in its fiscal second quarter operating profit.  Nevertheless, earnings in the July-
September quarter of 83.9 billion yen beat analysts’ expectations for 62.7 billion yen, as its battery business with electric 
carmaker Tesla posted a profit.  A year earlier, Panasonic’s earnings stood at 95.2 billion yen.  Despite the quarterly 
decline, the company maintained its full fiscal year profit forecast of 300 billion yen.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index increased 0.99% on Friday on the rise in the Caixin manufacturing 
purchasing managers’ index to a two-and-a-half year high and growing optimism that the U.S. and China will complete 
their interim trade deal soon.  Friday’s rise pushed the index up 0.11% on the week to 2,958.20.  

– Hong Kong's Hang Seng index rose 0.72% on Friday and 1.63% on the week to 27,100.76, a six-week high, on strong 
Chinese data and hope for progress to de-escalate the U.S.-China trade conflict. The gains came despite new data 
showing that the economy fell into recession in the third quarter, due in large part to the impact of the on-going anti-
government protests that have hit the retail and tourism sectors particularly hard.  

– Taiwan's Taiex rose 0.36% on Friday and 0.92% on the week to 11,399.53 on positive Chinese economic data and 
hopes that a U.S.-China deal would ease trade tensions and boost exports. The Taiex rose 4.9% in October, its biggest 
monthly gain since 2012, due to a big boost in foreign investment on hopes for an easing of U.S.-China trade tensions.  

– South Korea's Kospi rose 0.80% Friday on foreign buying following strong Chinese economic data and on an improved 
outlook for the country’s memory chip makers. This pulled the index up 0.59% on the week to close to 2,200.20, after 
weak domestic economic data had depressed prices earlier in the week.  The country’s exports fell 14.7% in October, the 
biggest drop in four years, amid the U.S.-China trade conflict.  

– The Singapore Straits Times Index fell 0.01% on Friday, as United Overseas Bank Ltd (UOB) shares fell after the bank 
announced weak quarterly results.  But the index still rose 1.38% on the week to close at 3,229.43 on hopes for an 
easing of U.S.-China trade tensions.  

Emerging Markets  

– Brazil's Bovespa rose 0.91% to 108,195.63 on Friday on strong U.S. and Chinese economic data and the rise on Wall 
Street, pushing the index back into positive territory for the week, up 0.77%.   

– Mexico's IPC rose 1.10% on Friday in line with U.S. markets, pushing the index up 0.98% on the week to 43,814.55.  
– India's BSE 30 rose 0.09% on Friday and 2.83% on the week to 40,165.03 on positive global news and rising 

expectations for an improvement in corporate earnings in the fourth quarter after strong results in the July-September 
quarter.  

– Russia's RSTI rose 2.29% on Friday and 2.41% for the week to close at 1,455.44 as strong Chinese data pointed to 
continued strong demand for oil, Russia’s largest export.    

Alternative Assets 

– Oil futures prices rose on Friday on stronger-than-expected U.S. and Chinese economic data and a fall in the number of 
oil drilling rigs in operation in the U.S.  December West Texas Intermediate (WTI) crude rose 3.7% on Friday to $56.20 
per barrel. Friday’s gain helped reduce what had been significant losses in previous sessions, with the price down 0.8% 
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on the week. The December Brent crude contract on London’s ICE Futures Exchange closed the trading period at 
$61.69 a barrel, up 3.5% on Friday but down 0.1% on the week. 

– Gold futures prices fell modestly on Friday but rose on the week, as the stronger-than-expected U.S. jobs report 
supported the view that the Federal Reserve would not cut interest rates again in the near future after reducing them on 
Wednesday for the third time this year. December gold futures fell 0.2% on Friday to $1,511.40 per ounce, remaining 
above the psychologically important $1,500 level for the week, after rising 1.2% on Thursday to close at the highest level 
since September 26.  The price of the yellow metal rose 0.4% on the week.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell to 1.7103% on Friday from 1.7943%, on the Federal Reserve’s interest 
rate cut on Wednesday. But the yield rose sharply on Friday after the stronger-than-expected U.S. employment report 
supported the idea that the Federal Reserve would pause in cutting interest rates further, perhaps for some time.  

– Federal Reserve Chair Jay Powell on Wednesday made clear that the U.S. central bank is content to stick with its 
newly lowered level of interest rates until developments emerge that prompt a "material reassessment" of the 
overall outlook. The Federal Open Market Committee cut its benchmark fed funds rate target for a third straight 
time this year to a 1.50% to 1.75% range, saying it would continue to monitor incoming data as it "assesses the 
appropriate path of the target range for the federal funds rate." Risks to the outlook have "moved in a positive 
direction" since September, Powell told reporters after the two-day FOMC meeting. A promised "phase one" U.S.-
China deal bodes well for business confidence and activity while the risk of a no-deal Brexit appears to have 
subsided. "We see the current stance of monetary policy as likely to remain appropriate as long as incoming 
information about the economy remains broadly consistent with our outlook," Powell said. "If developments emerge 
that cause a material reassessment of our outlook, we would respond accordingly," he added. The U.S. economy 
has proven to be resilient in the face of global headwinds, Powell said. Consumer spending, which rose 2.9% in 
the third quarter on the back of unemployment at a 50-year low, continues to drive growth at a trend-like pace. The 
latest GDP report showed housing contributing to growth for the first time in a while, the Fed chair pointed out. Last 
week, the National Association of Realtors suggested housing would show a positive contribution to growth for the 
first time in 6 quarters. While there exists the risk of weakness in manufacturing and exports bleeding into jobs 
growth, the Fed's business contacts report that customers are focused on the strong labor market and rising 
incomes, Powell said. Jobless claims, a leading indicator of labor market trends, have also stayed low. On the 
other hand, rate hikes are not in the offing as long as inflation remains muted, Powell said. Over the 12 month 
through August, the headline personal consumption expenditure (PCE) price index advanced 1.4% while core 
prices rose 1.8%. Inflation "seems to be settling in below 2%," with already-low inflation expectations moving 
sideways. "We're strongly committed to achieve our 2% objective on a symmetric basis," Powell said. 

– October payrolls growth was well above expectations, posting a 128,000 increase compared with market 
expectations for an 85,000 gain. And both September and August payrolls were revised much higher, posting a net 
gain of 95,000. Hourly earnings rose by 0.2% while markets had looked for a 0.3% gain, and average weekly hours 
stayed at 34.4.  The unemployment rate rose marginally to 3.6% from the five-decade low of 3.5% seen in 
September. The labor force participation rate also increased slightly by 0.1 percentage point to 63.3% from 63.2% 
last month. The size of the labor force continued to expand, rising to 164.4 million, but, unlike September's 
expansion, the number of employed and unemployed both increased. Private payrolls rose by 131,000 in October, 
above the 80,000 increase expected by markets. Education and health services jobs increased by 39,000 and 
health care and social assistance employment rose by 34,200. Government payrolls declined by 2,000 in October, 
reflecting a drop in federal employment as temporary Census hiring cools, according to the BLS. Manufacturing 
payrolls also declined by 36,000 this month, which markets had expected as the GM-UAW strike left approximately 
47,700 workers temporarily unemployed. Durable goods and motor vehicle and parts payrolls both fell by 41,000. 

– Preliminary third quarter GDP growth came in above expectations at a 1.9%, above the 1.6% estimate expected by 
market analysts. The advance GDP Price Index, however, came in slightly lower than expected at 1.7% in 
comparison to market predictions of 1.9%. The GDP headline figure was bolstered by gains in government 
spending at the federal (+3.4%) and state/local (+1.1%) levels. Additionally, personal consumption expenditures 
(PCE) increased by 2.9%, and residential investment rose to 5.1% for the third quarter after a dismal final second 
quarter figure. After six consecutive quarterly losses, residential investment is expected to rise 5.1% in Q3. A 
positive reading for residential investment hasn't been seen since Q4 2017, during which the headline GDP rang in 
at a 3.5% high. Nonresidential investment, however, fell 3.0% in the third quarter. Nonresidential investment has 
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not dropped this low since Q4 2015, which corresponded to a GDP gain of just 0.1%.  Despite global trade 
tensions, imports and exports both saw gains resulting in a positive net trade gap. Imports increased by 1.2% and 
exports by 0.7%.  Final sales to domestic purchasers increased 2.0%. While this is slower than the 3.6% jump 
seen in August, the year/year rate is up 2.2%, indicating a steady acceleration. 

– The ISM Manufacturing PMI edged higher in October, although the index remained below the 50 break-even mark 
for a third consecutive month, data released Friday showed. After reaching the lowest level since June 2009 in 
September, the ISM Manufacturing PMI picked up 0.5 points, although falling short of market expectations for an 
increase to 49.0. Among the main five subindexes, Inventories (up 2 pt to 48.9), New Orders (up 1.8 points to 49.1) 
and Employment (up 1.4 points to 47.7) showed monthly increases, while Supplier Deliveries (down 1.6 points to 
49.5) and Production (down 1.1 points to 46.2) held back further improvements. The Prices index recorded the 
largest monthly decline in October, dropping by 4.2 points to 45.5 and reaching the lowest level since July. On the 
other hand, New Export Orders showed the biggest uptick in the current month with the index rising by 9.4 points 
to 50.4. Imports plummeted to 45.3, the lowest level since May 2009. 

UK 

– The yield on 10-year Gilts fell to 0.6630% at the end of last week from 0.6820% the week before as investors bought 
bonds on worries about Brexit and the outlook for the economy.   

– The Brexit deal struck by Prime Minister Boris Johnson will leave the UK economy 3.5% smaller than it otherwise would 
be, and have a greater negative impact than the agreement struck by his predecessor, Theresa May, the National 
Institute of Economic and Social Research said in its quarterly forecast round. Chancellor Sajid Javid has refused to 
publish an impact assessment of the deal, but NIESR's assessment was that it was clearly economically damaging. 
NIESR also argued that there was a case for the Bank of England Monetary Policy Committee to cut Bank Rate at next 
week's meeting given the state of the economy, but it expects that the MPC will delay the cut until March next year. 

– Average interest rates on new mortgages hit new lows in September with housing market activity remaining stable, Bank 
of England data showed. The average effective rate on new mortgage was just 2.00% in September, down from 2.04% in 
August, the lowest reading since November 2017. The average rate on the stock of mortgages was 2.39%, down from 
2.42% in August, the lowest since January 2016. Market pricing suggests that Bank Rate will remain very low for long. 
There are rough correlations between swap rates and mortgage rates but on a monthly basis the effective rates on new 
business have bobbed around, rising from 2.02% in June to 2.04% by August before hitting 2.00% in September. The 
BOE data showed mortgage approvals, a reliable indicator of future housing market activity, were flat on the month. The 
number of approvals edged up to 65,919 in September from 65,681 in August but down from 67,109 in July. The latest 
data from Nationwide out Tuesday showed house price nationally running near flat on the year and the market overall is 
showing no clear upward momentum. Net unsecured lending fell to stg0.828 billion in September from Stg0.969 billion in 
August. These levels are relatively low by historic standards and point to subdued credit demand. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell slightly to -0.3820% last Friday from -0.3620% the previous week, as 
investors’ concerns about the growth outlook eased due to stronger-than-expected Eurozone growth figures and upbeat 
Chinese and U.S. data.   

– Eurozone GDP grew 0.2% in the third quarter vs. the previous quarter, the same pace as in the second quarter and 
above expectations for a 0.1% gain, according to preliminary data. The increase was led by gains in France (+0.3%) and 
Spain (+0.4%).  Third quarter growth stood 1.1% above the year-earlier period, down from the 1.2% rise in the second 
quarter. 

– The Eurozone Economic Sentiment Indicator fell to 100.8 in October from 101.7 in September. The October reading was 
the lowest since January 2015 and below market expectations for a smaller decline to 101.1.  Sentiment deteriorated in 
the manufacturer sector (-9.5 vs. -8.9 in September), the service sector (9.0 vs. 9.5), among consumers (-7.6 vs. -6.5), 
and retailers (-0.7 vs. 0.2). Construction was the lone sector to see an improvement, to 4.7 from 3.4 the month before.  

– The Eurozone’s annual consumer inflation rate decelerated to 0.7% in October from 0.8 percent in September, in line 
with expectations, according to preliminary data.  The October rate was the lowest since November 2016, as energy 
prices dropped further. The core consumer inflation rate – which excludes volatile energy, food, alcohol and tobacco 
prices – rose to 1.1% in October from 1.0% the month before.  The October core rate was the highest since June.  

– The Eurozone unemployment rate was stable at 7.5% in September, missing expectations for a decline to 7.4%.  The 
rate remained the lowest since July 2008. 
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Japan 

– The yield on 10-year Japanese Government Bonds fell to -0.1760% from -0.1360% a week earlier, as investors were 
disappointed the Bank of Japan did not easy policy further.    

– The Bank of Japan left policy unchanged Thursday, rejecting the chance to buy some insurance and take pre-emptive 
policy action as it maintained its view that the recovery was continuing as solid domestic demand continued to underpin 
the recovery, although downside risks remained. The BOJ did tweak its forward guidance, indicating that it will tolerate 
policy rates moving below the current levels. "As for the policy rates, the BOJ expects short- and long-term interest rates 
to remain at their present or lower levels as long as it is necessary to pay close attention to the possibility that the 
momentum toward achieving the price stability target will be lost," the BOJ said. The previous forward guidance was that 
the BOJ will maintain the current easy policy "at least around spring 2020." The BOJ repeated, "The bank will not 
hesitate to take additional easing measures if there is a greater possibility that the momentum toward achieving the price 
stability target will be lost." The Bank of Japan on Thursday lowered its median forecast for the inflation rate this fiscal 
year and next, the BOJ quarterly Outlook Report showed. The central bank trimmed the forecasts to +0.7% and +1.1% 
respectively from July's +1.0% and +1.3%, and also lowered its inflation rate for fiscal 2021 to +1.5% from +1.6%. It also 
said downside risks to economic activity and prices are larger than upside risks. The BOJ also revised down its median 
forecast for gross domestic product in this fiscal year to +0.6% from +0.7% and the GDP forecasts in fiscal 2020 and 
2021 to +0.7% and +1.0% from July's +0.9% and +1.1%.  

– Bank of Japan Governor Haruhiko Kuroda said Thursday that the BOJ made it clear through the new forward guidance 
that it will conduct additional policy easing steps without hesitation if needed. "Judging from current economic and 
financial conditions, the BOJ would need to maintain the easy policy beyond spring 2020 and the BOJ changed the 
forward guidance," Kuroda said. "The BOJ stance of conducting easy policy isn't a retreat from the previous stance," 
although the BOJ didn't announce additional easing steps on Thursday, Kuroda said. 

– Tokyo's annual consumer inflation rate, a leading indicator of the national average, rose 0.5% y/y in October, unchanged 
from September but below the 0.6% expected, the latest data from the Ministry of Internal Affairs and Communications 
showed Tuesday. Core-core CPI (excluding fresh food and energy) -- a key indicator of the underlying trend of inflation -- 
rose 0.7% on year in October in Tokyo, up from 0.6% y/y last month. Energy costs dipped further, down by 2.1% y/y in 
October, following the 0.9% y/y decrease last month. Processed food prices accelerated to 1.7% y/y in October from the 
previous month’s 0.9% y/y. Household durable goods price growth slowed to 4.9% y/y, compared with last month's 
10.7% y/y. Overseas tour prices fell 1.9% y/y after September’s 2.8% y/y drop. 

– Japan's retail sales jumped in September, driven by improving sales of general merchandise, machinery/equipment and 
fuel on a year-on-year basis, data from the Ministry of Economy, Trade and Industry (METI) showed Wednesday. Retail 
sales rose 9.1% year-on-year in September, following last month's 1.9% y/y gain, outpacing the 6.9% y/y growth 
expected. General merchandise sales accelerated to 13.9% y/y in September, much quicker than the 0.2% y/y increase 
reported previously. Sales for machinery and equipment surged 37.9% y/y from August's 12.1% y/y, marking the biggest 
gain across sectors this month.  Fuel sales dropped 0.4% y/y, improving from the 3.6% y/y fall recorded in August. Sales 
of food and beverages edged up 1.1% y/y, compared with a 0.7% y/y increase the month before. Sales of fabric, apparel 
and accessories increased 1.7% y/y, down from the previous 4.6% y/y gain. On a monthly basis retail sales were up 
7.1% in September, stronger growth than last month's 4.6% increase. 

– Japan's industrial production rose 1.4% m/m in September, led by the machinery and automobile sectors, Ministry of 
Economy, Trade and Industry (METI) data released Thursday showed. Industrial production increased 1.4% m/m in 
September, offsetting the 1.2% m/m drop in August, and outpacing the 0.5% y/y gain expected. Shipments rose 1.3% 
m/m in September, up from the 1.4% m/m fall in August. The increase was led by the contribution in shipments of 
machinery and steel and non-ferrous metal industries. Inventories dropped 1.6% m/m, lower than last month's flat 
reading. Industrial production may rise 0.6% month-on-month in October (revised up from -0.5% in the previous 
forecast), and fall 1.2% m/m in November, METI forecast. 
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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. 


