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Weekly market watch  
 
As at Friday November 15, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  26,326.66 (1,324.48) 1.86% 0.55% 
India  BSE 30 40,356.69 (297.05) 11.89% 13.82% 
Japan  Nikkei  23,303.32 (88.55) 16.43% 7.49% 
Singapore  STI  3,238.86 (25.44) 5.54% 5.04% 
South Korea  KOSPI  2,162.18 24.95 5.94% 3.33% 
Taiwan  WSE 11,525.60 (53.94) 18.49% 17.64% 
Shanghai     COMPOSITE 2,891.34 (72.84) 15.94% 7.92% 
Europe 
France  CAC  5,939.27 49.57 25.55% 17.99% 
Germany  DAX  13,241.75 13.19 25.41% 16.63% 
Italy  FTSE MIB  23,588.59 54.10 28.73% 24.77% 
Russia  RTSI  1,449.42 (18.75) 35.62% 28.14% 
UK FTSE 100  7,302.94 (56.44) 8.54% 3.76% 
Americas 
Brazil  IBOV  106,556.90 (3,023.67) 21.24% 23.94% 
Mexico  IPC  43,392.36 (309.87) 4.21% 4.68% 
Nasdaq  CCMP  8,540.83 65.52 28.72% 17.66% 
US  S&P 500  3,120.46 27.38 24.48% 14.29% 
US   DOW  28,004.89 323.65 20.05% 10.74% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.7290 0.7890 0.6940 1.3730 
10 Year OAT -0.0200 0.0230 -0.1200 0.7510 
10 Year Bund  -0.3340 -0.2630 -0.4170 0.3600 
10 Year Japan -0.0680 -0.0500 -0.1690 0.1090 
10 Year Treasuries  1.8308 1.9417 1.7710 3.1103 

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

US  4.75 5.50 5.25 
Canada  3.95 3.95 3.95 
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 1.25 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 
– All three major U.S. stock indexes closed at record highs on Friday as concerns about a possible global recession faded. 

The rally was fueled by upbeat comments from the White House on the outlook for a trade deal with China and positive 
comments from Federal Reserve Chairman Jerome Powell on the outlook for the economy. The Dow Jones Industrial 
Average rose 0.80% on Friday and 1.17% for the week to close at 28,004.89, the first time the Dow has closed above 
28,000. The S&P 500 index rose 0.77% on Friday and 0.89% on the week to 3,120.46. The Nasdaq Composite rose 
0.73% on Friday and 0.77% for the week to close to 8,540.83.   

– White House chief economic advisor Larry Kudlow said Thursday that U.S. and Chinese trade negotiators were making 
good progress, though the phase one trade deal is “not done yet.” “We are coming down to the short strokes,” Kudlow 
said. “We are in communication with them every single day right now.” Top trade negotiators were due to talk by phone 
on Friday, a U.S. Agriculture Department official said. Kudlow said on Friday that the trade deal could be signed by 
ministers rather than U.S. President Donald Trump and Chinese President Xi Jinping, though he refused to predict how 
soon the negotiations would reach a conclusion. Kudlow’s upbeat comments come amid reports that new obstacles had 
emerged to securing the interim trade deal that could potentially end the bruising tit-for-tat tariff conflict between 
Washington and Beijing that is now in its 17th month. CNBC reported on Wednesday that the United States was trying to 
secure bigger concessions from China to regulate intellectual property protection and stopping forced technology 
transfers, while The Wall Street Journal reported that China was hesitant to commit to buying a specific amount of 
agricultural products in the text of the deal.  In addition, the Chinese Ministry of Commerce reiterated on Thursday that 
the interim trade deal would depend on the US removing some, if not most, of the tariffs already in place. “That is the 
important condition for reaching the deal,” ministry spokesman Gao Feng said. “The significance of the phase one deal 
should reflect the scale of the tariff roll back.” Trump warned on Tuesday that he would “substantially” raise tariffs on 
Chinese imports if a deal was not reached. Still, he held out hope for a near-term agreement, saying China was “dying to 
make a deal.” Unless a deal is reached before December 15, the US is set to impose a new 15 per cent tariff on about 
US$156 billion of Chinese products. Beijing and Washington made reciprocal goodwill gestures late on Thursday to 
increase agricultural trade that could help the trade talks. China lifted a ban on American poultry that began in 2015, after 
the US Department of Agriculture made a similar decision to allow Chinese poultry into the US. “This is great news for 
both America’s farmers and China’s consumers,” Robert Lighthizer, the US trade representative leading the discussions 
with China, said in a statement after the ban was lifted.  

– Nancy Pelosi, speaker of the U.S. House of Representatives, said Thursday she wants Congress to pass the revamped 
North American Free Trade Agreement this year.  Congressional Democrats have demanded changes in the U.S.-
Mexico-Canada Agreement (USMCA) to better protect workers and the environment and Pelosi’s comments suggest 
progress is being made with the White House on the issues, even as the House pursues an impeachment investigation 
on President Trump.  

– Drugstore chain Walgreens Boots Alliance received a $70 billion buyout offer from private equity firm KKR, the Financial 
Times reported.  The deal, if completed, would be the largest private equity transaction in history. KKR is expected to 
work with other investors on the deal, which would be much larger than the previous largest private equity deal of $45 
billion for energy company TXU in 2007.  

– Boeing said Monday it expects to reach a deal with the U.S. Federal Aviation Administration (FAA) in January that would 
allow its 737 Max planes to resume operation soon after.  The company said it “possible” that the 737 Max planes could 
resume service in December but that would depend on agreements with the FAA and other regulators. The 737 Max 
plane has been grounded since March this year after two fatal crashes.  Boeing stock rose 5% on Monday on the news.  

– WeWork revealed Wednesday that its losses more than doubled in the third quarter to $1.3 billion, as it was pursuing an 
initial public offering that fell apart in September, the Financial Times reported. The company opened almost 100 new 
offices in the quarter, increasing its total to 625, while its net revenues in the period rose 94% to $934 million. SoftBank 
injected $1.5 billion into WeWork in October to rescue the company, arranged $5 billion in debt financing and agreed to 
buy back $3 billion in company shares to help stabilize the firm. The company has started a cost-cutting drive under new 
CEO Marcelo Claure, with plans to lay off about 4,000 of the company’s 14,000 employees.  

– Amazon said it would appeal the U.S. Defense Department’s decision to award its $10 billion Jedi cloud computing 
contract to Microsoft last month, accusing the Trump administration of “unmistakable bias” in the procurement process. 
President Trump intervened in the process at the last minute, claiming that “great companies” had complained about it. 
Trump named Oracle, IBM and Microsoft in his comments, leaving out Amazon.  Trump has frequently feuded with 
Amazon’s founder and CEO Jeff Bezos, who also owns the Washington Post newspaper, leading to suspicious that 
Trump blocked Amazon from getting the contract to spite Bezos.  

– U.S.-listed Chinese e-commerce giant Alibaba received permission this week for a secondary listing on the Hong Kong 
Stock Exchange to raise up to $13.4 billion.  The stock’s debut in Hong Kong will come on November 26.  The company 
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will sell 500 million shares, of which 12.5 million will be offered to retail investors at a maximum price of HK$188, the 
company said Friday.  The price of institutional investor sales will be set on November 20.  

– Network equipment maker Cisco predicted that its revenues in the current quarter would fall between 3% and 5%, more 
than analysts had expected. Earnings per share are likely to be in a range of 75-77 cents, below expectations for 79 
cents. The company blamed the weak revenue forecast on a number of factors creating uncertainty for business 
investment in equipment, including the U.S.-China trade conflict, the slowdown in Chinese growth, the anti-government 
protests in Hong Kong and Brexit.  However, the company beat expectations in the quarter to the end of October, with 
revenues rising 2% to $13.2 billion, above the $13.1 billion expected, with earnings per share rising 12% to 84 cents, 
above expectations for 81 cents.  The company’s stock fell 5% on the weaker profit outlook.  

– Walmart, the world’s largest retailer, said Thursday its profits rose sharply in the latest quarter on strong online sales and 
gains in its Indian subsidiary Flipkart. Net income rose 92% to $3.3 billion in the quarter to the end of October, while total 
revenue rose 2.5% to $128 billion.  Earnings per share rose to $1.16, above expectations for $1.09.  

 
UK

– The FTSE 100 rose 0.14% on Friday after upbeat White House comments on the outlook for a U.S.-China trade deal.  
But the index still lost 0.77% on the week to close at 7,302.94.  

– Campaigns for the December 12 election are underway, with the future of Brexit the key issue.  Nigel Farage said his 
Brexit party would not contest the 317 parliament seats held by Conservatives in the last election in 2017, giving Prime 
Minister Boris Johnson a boost. Farage said he made the move to ensure Johnson could deliver Brexit.  He had 
previously said Brexit party candidates would contest all 600 parliamentary seats. However, Farage said his party’s 
candidates would contest Labour Party-held seats, raising fears that they could split the Leave vote and so undermine 
Johnson’s chance to win an outright majority in Parliament.  Separately, the Labour Party claimed that it had been the 
victim of a “sophisticated and large-scale cyber-attack,” but expressed confidence that no data had been stolen. The new 
UK Parliament will have until the new EU deadline of January 31 to accept or reject the transition deal negotiated by 
Johnson. The old Parliament voted last month in favor of the general principles in the transition plan, suggesting there 
was support then for approving the deal after considered debate.  The results of the December 12 vote will determine 
whether the new UK government will proceed with Johnson’s plan or chart a new course.    

– Camelot, the company that runs the UK’s National Lottery, reported record sales in the first half of its fiscal year.  It said 
lottery ticket sales rose to 3.9 billion pounds in the six months to the end of September, up 13.5% from the year-earlier 
period.  The sales were the largest since it won the lottery franchise in 1994.  Camelot’s current license is due to expire 
in 2023, with bidding for the new license due to begin early next year.  

– Chinese steel and iron producer Jingye agreed Monday to buy British Steel, which collapsed into receivership in May.  
Details of the deal were not disclosed. Jingye promised to invest 1.2 billion pounds in UK’s second largest steelmaker 
over the next decade, saving 4,000 steel jobs and 20,000 others in its supply chain. The deal is still subject to regulatory 
approval, with Europe’s steel lobby group asking the European Commission to investigate whether the deal breaches 
state aid rules. Jingye’s deal came after talks with Ataer Holding, an investment arm of Turkey’s military pension fund, 
ended last month.  

Europe (ex. UK)  

– On the continent, the Eurofirst 300 rose 0.33% on Friday pushing the index up 0.10% on the week to 1,590.42 on 
renewed hopes for a U.S.-China trade deal and better-than-expected German growth data.  

– Elon Musk, CEO of electric carmaker Tesla, announced Tuesday that the company would build it first European 
production plant in the German capital of Berlin.  The company plans to build its Model 3 and Model Y vehicles at the site 
starting in 2021. Worries over Brexit eliminated the UK as a possible site for the factory, Musk said. The announcement 
of the European factory comes as production at its new Shanghai plant has just started.   

– Tesla rival Volkswagen announced Friday that it would build 4 million additional electric vehicles in the next decade and 
would spend 33 billion euros on such vehicles in the next four years.  The move will help the company meet tough new 
EU emissions standards set to go into effect in 2020. The company had already planned to produce 22 million electric 
vehicles by 2028.  

– AP Moller-Maersk, the world’s largest container shipping company, warned Friday that global trade is slowing. The 
Danish company cut its forecast for global container demand to growth of 1-2% this year from 1-3% previously due to a 
weak third quarter, which is usually the busiest of the year due to Christmas shipments. Maersk’s revenues stood at 
$10.1 billion in the third quarter, little changed from a year earlier, but net profit rose to $520 million, well above 
expectations. Maersk shares rose 2% Friday on the news.  

– Daimler, the maker of Mercedes Benz luxury cars, said Thursday it plans to reduce costs 1.0 billion euros by the end of 
2022 through personnel cuts, as the company seeks to save money to pay for the expensive transition to producing 
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electric vehicles. The company currently employs 304,000 workers worldwide. It did not disclose how many jobs would 
be cut but said 10% of management positions would be affected. The Sueddeutsche Zeiting reported last week that an 
internal memo showed Daimler planned to cut 1,100 management jobs.  

Japan 

– The Nikkei 225 index gained 0.70% on Friday to 23,303.32, on renewed hopes for a U.S.-China trade deal after upbeat 
White House comments Thursday. For the week, the index fell 0.38%, its first drop in six weeks.    

– Japan Yahoo, backed by SoftBank, and messaging app Line have begun merger talks, the companies announced 
Thursday, confirming Japanese media reports.  A combined company would have $11 billion in revenue. Shares in 
SoftBank telecoms subsidiary Z Holdings, formerly known as Yahoo Japan, rose 17% on the news, while shares in Line, 
73% of which is owned by South Korean internet search group Naver, rose 15%.   

– Nissan Motor Co. reported Tuesday that its operating profits fell to 30 billion yen in the July-September quarter, down 
70% from a year earlier, its second-worst performance in 15 years and well below analysts’ expectations.  Japan’s 
second largest automaker by sales also cut its profit forecast for the full year by 35% to 150 billion yen, which would 
represent its worst full-year performance in 11 years.    

– Net profits at the nation’s top five banks fell a combined 10.8% in the half year from April to September, due largely to the 
ultra-low interest rates set by the Bank of Japan, Jiji press reported Friday.  Combined net profits totaled 1.51 trillion yen, 
the first drop in a fiscal year first half in three years, with profits from lending operations falling at all five banks. A further 
0.1 percentage point reduction in interest rates by the Bank of Japan would cut revenues and profits by another 30 billion 
yen, Mizuho Financial Group president Tatsufumi Sakai said.  Mitsubishi UFJ’s net profits fell 6.3% during the period, 
while Sumitomo Mitsui Financial’s fell 8.6%.  Mizuho profits fell 19.9%, while those at Resona fell 37%.  However, 
Sumitomo Mitsui Trust saw its profits grow 15.9%.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index fell 0.64% on Friday and 2.46% on the week to 2,891.34, as weaker-than-
expected economic data reported Thursday showed the country’s economic slowdown continued in October. 

– Hong Kong's Hang Seng index rose 0.01% on Friday but still fell 4.79% for the week to 26,326.66, the biggest weekly 
loss in three months. A substantial increase in anti-government protest violence during the week and concerns about the 
outlook for U.S.-China trade deal weighed on the market. The market declined despite ecommerce giant Alibaba getting 
approval to raise up to $13.4 billion in a secondary listing on the Hong Kong Stock Exchange.  

– Taiwan's Taiex rose 0.66% on Friday on renewed hope for a the U.S.-China trade deal but still fell 0.47% on the week to 
11,525.60 on worries about the economy and the upcoming presidential election.  

– South Korea's Kospi rose 1.07% on Friday, pushing the index up 1.17% for the week to 2,162.18, a six month high, on 
positive White House comments on the prospects for a U.S.-China trade deal.  

– The Singapore Straits Times Index rose 0.22% on Friday but still fell 0.78% for the week to 3,238.86 on renewed worries 
about the impact of the U.S.-China trade conflict on the city’s economy.  

Emerging Markets  

– Brazil's stock market was closed Friday for a local holiday but the Bovespa rose 0.47% on Thursday to 106,556.90. That 
gain trimmed the loss to 1.00% compared to the previous Friday, as investors continued to worry about the impact that 
the freeing of former leftist president Luiz Inacio Lula da Silva from prison last week might have on the pro-business 
reforms of President Jair Bolsonaro.  

– Mexico's IPC also rose 0.47% on Friday after the central bank cut rates 25 basis points on Thursday for the third time 
this year. But the index was still down 0.71% on the week to 43,392.36 on worries about the economic outlook.  

– India's BSE 30 rose 0.17% on Friday, pushing the index up 0.08% for the week to 40,356.69 as concerns about the 
outlook for the economy weighed on investors. Retail inflation rose to 4.62% in October, above the central bank’s 4% 
limit, raising questions about whether the Reserve Bank of India will cut rates next month as hoped.  

– Russia's RSTI rose 0.87% on Friday but still fell 1.28% for the week to close at 1,449.42.    

Alternative Assets 

– Oil futures prices rose on Friday on optimism that the U.S. and China would soon agree to their phase one trade deal, 
and on a decline in the number of U.S. oil rigs in operation for the fourth week in a row. Friday’s gain pushed prices up 
for the week.  December West Texas Intermediate (WTI) crude rose 1.7% on Friday and 0.8% on the week to $57.72 per 
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barrel. The January Brent crude contract on London’s ICE Futures Exchange closed the trading period at $63.30 a 
barrel, up 1.6% on Friday and 1.3% on the week. 

– Gold futures prices fell on Friday, as renewed optimism over a U.S.-China trade deal reduced the metal’s appeal as a 
risk averse asset.  December gold futures fell 0.3% on Friday to $1,468.50 per ounce, further below the psychologically 
important $1,500 level.  Friday’s drop trimmed gold’s weekly gain to 0.4%.     

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell back to 1.8308% on Friday from 1.9417%, but still remained above yields 
in previous weeks as investors’ more optimistic outlook for the economy prompted them to buy riskier assets like stocks. 

– The Federal Reserve is unlikely to adjust interest rates anytime soon as long as the economy remains on its moderate 
growth path, but the central bank will remain attentive to data, Federal Reserve Chair Jay Powell said before the Joint 
Economic Committee of Congress Wednesday. When asked whether he saw the Fed maintaining the current interest 
rate through 2020, Chair Powell said "I wouldn't say that at all," before adding that the current stance of policy will likely 
remain appropriate as long as incoming information remains broadly consistent with the outlook of moderate growth. 
"That's a very data dependent statement," said Powell. "We do think monetary policy is in a good place." Negative 
interest rates would certainly not be appropriate in the current environment," Powell said. "Our economy is in a strong 
position." "The very, very low rates - and even negative rates - that we see around the world would not be appropriate for 
our economy. You tend to see negative rates in the larger economies at times when growth is quite low and inflation is 
quite low. That is just not the case here," Powell said. Powell said the current level of unemployment is consistent with a 
healthy labor market but is not "presenting any difficulties" and is not enough to produce upward price pressure. The Fed 
needs to have "significant humility" when it makes estimates about the natural rate of unemployment: "We don't know 
where maximum employment precisely is."  "We need to let the data speak to us. The data are not sending any signal 
that the labor market is so hot or that inflation is moving up or anything like that." 

– New York Federal Reserve President John Williams said Thursday he does not believe a phase one trade deal with 
China would move the Fed from standing pat at the December FOMC meeting. "For me, it is not about the ups and 
downs in a given day or even within a given day around negotiations, on trade, or Brexit, or anything else. Because those 
shift around quite a bit," Williams said when taking questions at the San Francisco Fed's 2019 Asia Economic Policy 
Conference.  Williams said the Fed will "focus on its long game," as monetary policy changes start "having its full effect 
after a year or two and we don't ever want to get caught up in the high frequency changes." "Even if there is some kind of 
resolution on a particular issue, I think this uncertainty factor which we are hearing from everywhere, business people 
across the country, is unlikely to turn on a dime," Williams said. "Monetary policy should not be overly influenced by any 
specific development. We want to take the longer view." 

– The value of retail sales rose 0.3% in October, slightly above the 0.2% gain markets had expected. This followed a 
surprisingly low 0.3% drop in September, according to data released Friday by the Commerce Department. Excluding 
motor vehicles, retail sales grew 0.2% after dropping by 0.1% in September, and the y/y rate rose by 2.8%. Control group 
sales excluding motor vehicle, gasoline station, and building material sales increased 0.2%.  Gasoline station sales drove 
headline growth this month, with sales increasing by 1.1% after September's 0.1% decline. This is the highest sales 
increase for gasoline stations seen since July 2019. Motor vehicle sales also improved, rebounding to 0.5% growth after 
falling 1.3% in September. Sales excluding gasoline and motor vehicles grew by 0.1%. Nonstore retailers, referring to 
digital stores and mail-order purchases, increased by 0.9% in October after slowing to a 0.2% gain in September. But 
clothing and accessories sales fell by 1.0% in October after a 0.3% increase in September preceded by a 1.2% drop in 
August. Building material and garden equipment sales saw a continued decline of 0.5% after falling by 1.8% in 
September. Food services & drinking places slipped by 0.3% after a 0.8% gain recorded in September. A high year/year 
rate underlying monthly changes shows 4.7% growth.  

– October CPI data were stronger than expected, with energy prices boosting headline inflation, data released Wednesday 
by the Bureau of Labor Statistics showed. Overall CPI increased 0.4%, above expectations for a 0.3% gain. Core prices 
rose 0.2%, in line with market expectations. Year/year core prices slowed modestly to 2.3% in October from 2.4% in 
September.  The headline year/year rate grew slightly to 1.8% from 1.7% in September. Excluding only energy, the 
year/year rate was 2.3%, matching September's pace. The large owners' equivalent rent category increased 0.2%, 
bringing the year/year rate up to 3.3%, down slightly from 3.4% in September. Recreation prices rose 0.7% after a flat 
reading in September and used vehicle prices increased 1.3%. Energy prices grew by 2.7%, its first gain after declining 
four times in the past five months. Gasoline prices, which account for 4.0% of the total CPI basket, carried the expansion, 
rising by 3.7% in October after falling 2.4% in September. Electricity prices also posted stronger growth in October, 
increasing 1.6% after a flat reading in September. Excluding energy prices, headline CPI would have been 0.2%. Food 
prices rose 0.2%, but food away from home prices slowed modestly to 0.2 after rising 0.3% in September. Excluding only 
food, CPI would have been up 0.4%.  Apparel prices fell1.8% in October after falling 0.4% in September. Apparel, one of 
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the categories targeted by President Donald Trump's Sept. 1 tariffs on imports from China, was expected to rise in 
October. 

UK 

– The yield on 10-year Gilts fell slightly to 0.7290% at the end of last week from 0.7890% the week as investors remained 
cautious on the UK economic outlook.  

– The UK economy averted recession in the third quarter, but growth fell short of expectations and was concentrated 
wholly in July, the Office for National Statistics reported Monday. Gross domestic product expanded by 0.3% between 
July and September, falling just short of expectations. The economy grew by just 1.0% over the same months of 2018, 
the slowest pace since Q1 2010.  The resilient headline figure obscured a marked softening over the latter months of the 
quarter. GDP slipped by 0.1% in September, extending a 0.2% monthly fall in August. Output expanded by just 0.9% q/y 
in the year to September, the weakest growth since June 2012. The services sector expanded by 0.4% in the third 
quarter, unchanged from Q2, accounting for 0.4 percentage point of total growth. However, services exerted downward 
pressure on the wider economy toward the end of the quarter, recording no change in September after a 0.1% monthly 
fall in August. Household spending continues to support economic growth, rising by 0.4% in Q3, matching Q2's rise. 
Consumer spending added 0.25 percentage point to GDP. Business investment steadied between Q2 and Q3, defying 
predictions for a 0.5% decline. However, investment data were flattered by a 9.4% increase in information and 
technology spending, adding 1.2 percentage point to total business investment. Manufacturing extended its slump, 
recording no change in Q3. The sector has expanded in only two of the past seven quarters. The construction sector 
rebounded modestly, rising 0.6% in Q3, partially reversing a 1.2% decline in Q2, and adding 0.04 percentage point to 
total growth.  

– The long UK employment boom appears to be faltering, as employment fell for the second overlapping three-month 
period and wage growth slowed dramatically from its summer peak. Employment declined by 58,000 in Q3, the biggest 
drop since mid-2015, and comes after a 56,000 fall in the three months to August. Despite the decrease in employment, 
the unemployment rate slipped back to 3.8% from 3.9% between June and August.  The latest data could force the Bank 
of England to more clearly communicate its views on the real economy, rather than the uncertainties thrown up by Brexit. 
Wage growth fell far short of expectations, with total and bonus-adjusted earnings both falling to an annual rate of 3.6%. - 
Productivity continued to disappoint, with output per hour recording no change over Q3 of 2018. Productivity has not 
increased in annual terms since Q2 of 2018, the longest stretch of weakness since the depths of the financial crisis. 

– Inflation fell by more than expected on both consumer and pipeline levels in October, suggesting that doves on the Bank 
of England's Monetary Policy Committee could have the upper hand in future interest rate deliberations. Consumer price 
inflation slipped to 1.5% in October, falling short of expectations, dampened by the introduction of new energy price caps 
at the beginning of October. Subdued utility prices shaved 0.22 percentage point from the change in the CPI. Core CPI 
rose by 1.7% for the second straight month, well below the Bank of England's 2.0% target, suggesting subdued 
inflationary pressures throughout the wider economy. The sterling effective exchange rate rose by 2.2% between 
September and October, bringing the gain over the past two months to 4.7%, potentially capping imported inflation in 
months to come. Intermediate inflation was also weak, dampened by falling costs of crude oil and petroleum products 
between September and October. Input PPI declined by 5.1%, the largest slump since April 2016, while output PPI rose 
by 0.8%, the smallest rise since August 2016. Core output PPI rose by just 1.3%, suggesting softness in intermediate 
pricing away from volatile energy products. The easing of inflationary pressures across the board highlights the risk that 
inflation could fall to the 1.25% level envisioned by the Bank of England well ahead of the forecast horizon of Q2 2020. 
House price inflation also remained weak, with the HPI rising by just 1.3% in September, matching the August gain. 
London prices slid by another 0.4%, the 19th straight month without an increase. However, London prices have 
rebounded modestly in cash terms from their trough in May. 

– UK consumers are showing signs of caution, raising questions over the sustainability of one of the strongest areas of the 
economy over the past year. Retail sales slipped by 0.1% in October, falling short of expectations, the third consecutive 
month of flat or declining growth. That's the longest stretch of weakness since the three months to January of 2017. Over 
the three months to October, sales increased by just 0.2%, the weakest growth since April of 2018. All major non-fuel 
retailing sectors recorded a fall between September and October, with the exception of department stores, where sales 
rebounded modestly following two months of decline. Retail sales comprise only 5.4% of GDP, but account for 
approximately one-fifth of total consumption, which has provided one of the few catalysts for economic growth over the 
past two quarters. Early signs of a consumer slowdown could suggest weaker economic growth in the fourth quarter. 
Sales at household goods stores suffered a 1.3% monthly decline, the biggest laggard amongst the retail sectors. On an 
annual basis, household good sales slumped by 3.7%, the fourth consecutive year-on-year fall. Internet sales rebounded 
in October to 0.8% on a monthly basis following two successive month of decline. Moreover, internet sales as a 
proportion of all retailing edged higher to 19.2% in October after having declined in the previous three months. Retail 
price pressures remained subdued, with the implied deflator rising by just 0.1% in October, smallest increase in three 
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years. A 2.9% annual fall in fuel prices accounted for some of the decline in retail prices, but retailers did admit to having 
to stage promotional offers in October, according to a National Statistics official.  

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to -0.3340% last Friday from -0.2630% the previous week, as investors’ 
remained cautious despite as easing of concerns about the growth outlook.  

– German gross domestic product grew by a seasonally-adjusted 0.1% in the third quarter compared to the second, 
rebounding from a revised 0.2% fall in the previous quarter, according to preliminary data.  Analysts had expected growth 
to decline by 0.1%, pushing the Eurozone’s largest economy into technical recession.  On a calendar-adjusted basis, the 
economy grew by 0.5% in the third quarter, up from a 0.3% gain in the second quarter.  

– Eurozone industrial production rose 0.1% in September compared to the month earlier, following a 0.4% gain in August. 
The September rise was stronger than expected, with the market predicting a 0.3% drop. The surprise rise in 
September pushed the annual rate up to -1.7% from -2.8% in August. 

– The ZEW Institute’s indicator for analysts’ sentiment on the Eurozone economy rose 22.5 points to -1 in November, the 
highest level since April and well above expectations for a reading of -32.5.  In November, 55.6% of the surveyed 
analysts expected no changes in economic activity, 22.7% expected it to deteriorate, while 21.7% predicted it would 
improve. The institute’s indicator of analysts’ sentiment on current economic conditions rose 6.8 points to -19.6.   

Japan 

– The yield on 10-year Japanese Government Bonds fell to -0.0680% from -0.0500% a week earlier, on continue caution 
about the outlook.  

– Japan's economy posted a fourth straight quarterly gain in the July-September period, up 0.1% q/q, or an annualized 
+0.2%, boosted by stronger capital investment and solid household spending, preliminary GDP data released Thursday 
by the Cabinet Office showed. But growth slowed from the second quarter, which rose a revised 0.4% q/q, or an 
annualized 1.8%. Third quarter growth was slightly weaker than the 0.2% q/q, or the annualized forecast of 0.8%, 
expected. Private consumption, which accounts for about 60% of Japan's GDP, rose 0.4% q/q in Q3, after an unrevised 
+0.6% in Q2. Business investment rose 0.9% q/q in Q3, the second straight rise, with the increase accelerating from 
+0.7% in Q2. Net exports of goods and services -- exports minus imports -- made a negative 0.2 percentage point 
contribution to total domestic output. It was the second straight negative contribution after pushing Q2 GDP growth down 
by 0.3 percentage point. Exports fell 0.7% on quarter in Q3 after rising 0.5% in Q2. Imports rose 0.2% after rising 2.1% in 
the previous quarter. Private-sector inventories contributed a negative 0.3 percentage point to Q3 GDP following -0.1 
percentage point in Q2. Public investment rose 0.8% on quarter following +2.1%. Its contribution to GDP was +0.0 
percentage point. 

– Japan's core machinery orders, excluding those for power generation equipment and ships, dipped further in September 
as the manufacturing sector turned lower, data from the Cabinet Office released Monday showed. Core orders fell for a 
third straight month by 2.9% m/m in September, accelerating from last month's 2.4% drop. Orders from non-
manufacturing sectors rose 2.6% m/m, picking up from the previous 8.0% m/m fall. Orders from manufacturing sectors 
fell by 5.2% m/m, compared with last month's 1.0% m/m drop. The three-month moving average of core orders fell 4.0% 
in September, following a gain of 1.2% and fall of 0.6% recorded in August and July, respectively. The outlook for the 
October-December period is for a 3.5% rise, up from the outlook of a 3.5% decrease seen in the previous quarter. 

– Japan's current sentiment index posted the first drop in three months, as retail sales and drinking/eating services slowed 
following a front-loaded rise in demand before the sales tax hike, a key government survey released Monday showed. 
The monthly survey indicates whether respondents with jobs most sensitive to economic conditions -- taxi and truck 
drivers, department-store sales staff and restaurant and shop owners -- think economic conditions have improved or 
worsened from the three months prior. The Economy Watchers sentiment index for Japan's current economic climate fell 
10.0 points to 36.7 in October on a seasonally adjusted basis, after rising 3.9 points to 46.7 in September. July's 41.2 
was the lowest level since April 2016 when it was also at 41.2. October's 36.7 is the lowest level since May 2011 when it 
was at 33.5. The 10-point drop in October was smaller than the drop of 15.7 points seen in April 2014 after the previous 
tax hike. The Watchers outlook index for the outlook two to three months ahead showed the first rise in four months, up 
6.8 points to 43.7 after falling 2.8 points to 36.9 in September on the back of better outlook for retail sales and services 
as well as eating/drinking. September's 36.9 is the lowest level since March 2014 (before the sales tax hike to 8% from 
5%) when it was at 33.5. 
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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. 


