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Weekly market watch  
 
As at Friday December 20, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  27,871.35 183.59 7.84% 8.22% 
India  BSE 30 41,681.54 671.83 15.56% 16.62% 
Japan  Nikkei  23,816.63 (206.47) 19.00% 18.10% 
Singapore  STI  3,212.39 (1.66) 4.68% 5.46% 
South Korea  KOSPI  2,204.18 33.93 7.99% 6.92% 
Taiwan  WSE 11,959.08 31.35 22.94% 23.98% 
Shanghai     COMPOSITE 3,004.94 37.26 20.49% 19.42% 
Europe 
France  CAC  6,021.53 102.51 27.29% 28.27% 
Germany  DAX  13,318.90 36.18 26.14% 25.25% 
Italy  FTSE MIB  24,003.64 674.31 31.00% 30.47% 
Russia  RTSI  1,523.77 22.35 42.58% 41.46% 
UK FTSE 100  7,582.48 229.04 12.70% 12.81% 
Americas 
Brazil  IBOV  115,121.10 2,556.24 30.99% 34.33% 
Mexico  IPC  44,505.64 251.21 6.88% 7.32% 
Nasdaq  CCMP  8,924.96 190.08 34.51% 40.93% 
US  S&P 500  3,221.22 52.42 28.50% 33.29% 
US   DOW  28,455.09 319.71 21.98% 26.77% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.7820 0.7910 0.7300 1.2660 
10 Year OAT 0.0520 0.0060 -0.0360 0.6770 
10 Year Bund  -0.2520 -0.2890 -0.3470 0.2280 
10 Year Japan 0.0140 -0.0180 -0.1060 0.0270 
10 Year Treasuries  1.9171 1.8226 1.7449 2.8065 

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

US  4.75 5.50 5.50 
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 rose Friday to new record highs, surpassing the previous highs notched Thursday, as 

investors became more confident on the economic outlook after the conclusion of the U.S.-China phase one trade deal 
and a series of positive economic data. The Dow Jones Industrial Average rose 0.28% on Friday and 1.14% for the week 
to close at 28,455.09. The S&P 500 index 0.49% on Friday and 1.65% for the week to 3,221.22. The Nasdaq Composite 
gained 0.42% on Friday and 2.18% for the week, with the index closing at 8,924.96.   

– The U.S. House of Representatives voted on Wednesday to impeach President Donald for abusing the power of his 
office and obstructing Congress. Trump is only the third president to be impeached in the 243-year history of the U.S.    
The vote on the abuse of power article was approved by 230-197 with one member abstaining, with the vote on 
obstruction of Congress was 229-108 with one abstaining. Both votes were strictly along party line. Trump has vigorously 
denied the charges, sending a 6-page letter to House Speak Nancy Pelosi on Tuesday likening the impeachment 
process to the Salem witch trials of the 17th century. The articles of impeachment are, in effect, an indictment, with a trial 
on the charges to take place in the Senate in the new year, where a two-thirds majority of members would be needed to 
convict Trump on the charges. Given that the Republicans control the Senate, Trump is unlikely to be forced out of office.  

– The next day, the U.S. House of Representatives overwhelming approved the U.S.-Mexico-Canada Agreement, sending 
it to the Senate for a final vote.  The House voted 385-41 to back the replacement for the North American Free Trade 
Agreement (NAFTA) after reaching agreement with the White House on revisions to the deal that increased labor and 
environmental protection in the pact.  The U.S. Senate is expected to vote on the deal early next year, as is the 
Canadian parliament. The Mexican Senate approved the revised deal two week ago by a vote of 107-1.  

– With the phase one trade deal with China complete, and the revised United States-Mexico-Canada Agreement approved 
by the House of Representatives last week, the U.S. government is turning its sights on the European Union, U.S. Trade 
Representative Robert Lighthizer said in an interview with the Fox Business Network.  The trade relationship between 
the U.S. and the EU is “very unbalanced,” Lighthizer said, with the U.S. expected to have a trade deficit of about $180 
billion with the EU this year. “There are a lot of barriers to trade there, and there are a lot of other problems we have to 
address. So, dealing with Europe is something that’s very important and [U.S. President Donald Trump] has focused on,” 
Lighthizer said. “We’ve put tariffs in place on a variety of products and we’re going to continue to focus on that,” he said.  
The U.S. has already levied $7.5 billion in tariffs on EU imports as allowed by the World Trade Organization for the EU 
subsidies paid to Airbus and has threatened to raise those tariffs. In addition, the U.S. threatened to impose new tariffs 
on countries, such as France, that impose a digital sales tax on U.S. tech companies.  And Trump has threatened to 
impose new tariffs on EU auto imports if trade relations do not improve.    

– While analysts welcomed the new phase one trade deal between the United States and China, they nonetheless raised 
questions whether it could be fully implemented as outlined by the White House, noting that the Chinese have yet to 
confirm any of the numerical targets in the agreement.  Analysts are skeptical that China can meet the targets set out in 
the accord. According to the White House, China agreed to increase its imports by $200 billion over the 2017 import level 
in the next two years, which would more than double the level of $187 billion in imports in 2017. Included in this total are 
annual purchases of U.S. agriculture products of between $40 and $50 billion, more than double China’s previous record 
U.S. farm product purchases. In an attempt to relieve fears that China’s commitments to import U.S. products under the 
deal would reduce imports from other countries, China said the deal would not violate World Trade Organization rules. 
U.S. Treasury Secretary Steven Mnuchin said Thursday that the deal was completely finished and was only being given 
a technical “scrub,” after which it would be signed in early January. 

– Boeing announced Monday that it would temporarily shut down production of its 737 Max, its most popular passenger jet, 
starting in January, pending approval by global aviation authorities to allow the plane to fly again.  The 737 Max has been 
grounded since March this year after two crashes blamed on faulty flight control systems killed 350.  The U.S. Federal 
Aviation Administration told the U.S. Congress two weeks ago that it was unlikely to clear the plane to fly before 
February, at the earliest, as it tests news software meant to fix the plane’s problems.  Boeing will concentrate on 
delivering the 400 planes it had already produced but is now storing until the flight ban is lifted. The company has taken 
more than $8 billion in charges because of the flight ban and more are expected. Still, the decision is likely to save 
Boeing money by cutting in half the $4.4 billion it has been paying each quarter by making and storing new jets, 
according to analysts.  Boeing stock price is not by 25% so far this year because of the crisis.  Moreover, the production 
halt will affect thousands of suppliers of jet components throughout the world, putting downward pressure on the 
economy.  The company received two more blows on Friday.  First, its unmanned Starliner space capsule failed to reach 
the International Space Station on its maiden flight when a timer error caused it to burn more fuel than it should have to 
reach the proper orbit.  And  United Airlines said it would not resume flying the 737 Max until June, two months later than 
other U.S. airlines.  

– Intel agreed to buy Israeli artificial intelligence firm Habana Labs for about $2 billion, as it seeks to improve in its data 
center business as personal computer sales stagnate. Intel’s AI-related revenues have risen 20% so far this year 
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compared to 2018 to $3.5 billion, and the company expects the AI chip market to jump to $25 billion by 2024.  The 
Habana acquisition is the latest in a series of AI-related purchase by Intel in the last several years.  

– Troubled ride-hailing firm Uber is in talks to sell its Indian food delivery business to Italian food delivery firm Zomato for 
about $400 million, the New York Times reported Monday.  The move is part of CEO Dana Khosrowshahi’s effort to cut 
back on money losing business, as the firm battles to gain profitability. The firm’s stock price is down sharply since its 
IPO in May and is under increasingly pressure on a number of fronts.  Most recently, the London Transportation Authority 
refused to renew its license to operate in the UK capital, the company’s largest market in Europe.  In addition, the state 
of California passed legislation giving drivers for Uber and other ride hailing companies certain rights as employees, 
increasing Uber’s operating costs.  

– Delivery giant FedEx cuts its earnings guidance on Tuesday for the second time in three months on a weaker global 
economy and after Amazon refused to allow third-party sellers on its e-commerce platform use the company’s services 
because of an alleged deterioration of on-time delivery.  FedEx now expects earnings of $10.25 to $11.50 per share in 
the current year, down from $11 to $13 previously.  For its fiscal second quarter through the end of November, the 
company earned $2.51 per share, down from $4.03 in the same period last year and below the $2.76 expected by 
analysts, as revenues dropped to $17.3 billion from $17.8 billion in the year-earlier period.  The company’s stock price 
fell sharply on the news.  

– International Flavors & Fragrances announced December 15 that it would merge with DuPont’s nutrition and biosciences 
unit to create a $45 billion on consumer products giant. DuPont shareholders will own 55.4% of the combined firms, while 
IFF shareholders will own the remaining 44.6%.  DuPont will also receive a one-time $7.3 billion payment as part of the 
deal, which was approved unanimously by both boards.  

– U.S. Steel announced late Thursday that it would close much of its large steel-making plant outside Detroit, laying off 
more than 1,500 workers.  The company also pared back its capital spending plans and slashed its dividend to only one 
cent.  The company’s stock price fell more than 10% on Friday and is down by a third this year.  U.S. Steel, the American 
icon founded by Andrew Carnegie more than a century ago, initially benefitted from President Trump’s tariffs on imported 
steel products, but has since slipped because its older mills are less efficient than rivals. 
 

UK

– The FTSE 100 rose 0.11% on Friday as investors were cautious in buying in  export-heavy index due to rise in the value 
of the pound. But the index rose 3.11x% on the week to 7,582.48 on optimism over the outlook for the global economy.  

– Prime Minister Boris Johnson, fresh from his landslide victory in the parliamentary election on Dec. 12, is pushing to 
make sure Brexit is complete by the end of next year. Johnson announced that he would ask Parliament to change the 
law so that the Brexit transition period could not be extended beyond Dec. 31, 2020. This will mean that he must deliver 
on his promise of negotiating a new free trade agreement with the European Union by that date, or have the trading 
relationship fall back on global trading rules with no preferences.  EU leaders have warned that it highly unlikely that 
negotiations could reach an acceptable deal by that date, given that a similar deal with Canada took seven years to 
negotiate. The British pound erased all its gains made since the election on news of Johnson’s new plan.  

– UK-based Cineworld announced Monday that it had agreed to purchase Canadian cinema operator Cineplex for $1.65 
billion, making the British firm the largest operator of movie theaters in North America. The move is a bet that consumers 
will continue to visit movie theaters despite the increasing online streaming options such as Netflix, Amazon Prime, 
Apple+ and Disney.  The acquisition will be financed by $2.3 billion in new debt, Cineworld announced.  Analysts warned 
that if theater visits drop, the company will have trouble funding that much debt.  Shares in Cineworld, a member of the 
FTSE-250, fell more than 9% on the news.  

– Royal Dutch Shell said Tuesday that it paid no tax in the UK last year, despite having $731 million in revenue there. The 
company’s tax liabilities were offset by tax refunds it received for the decommissioning of North Sea oil platforms, the 
company said.  The company’s disclosure comes amid growing concern that large companies are not paying their fair 
share of taxes in Europe.  France, Italy, the UK and other countries have or are considering new digital taxes to make 
sure foreign tech companies pay taxes in the countries in which they do business.  

Europe (ex. UK)  

– On the continent, the Eurofirst 300 rose 0.85% on Friday and 1.72% on the week to 1,635.17 as the near certainty that 
Brexit will occur on January 31 as scheduled after three years of uncertainty reassured investors.  

– German online classified firm Scout24 announced Tuesday that it had agreed to sell its AutoScout24 auto trading unit to 
U.S. private equity firm Hellman & Friedman for 2.9 billion euros.  The U.S. firm’s bid beat out a number of competing 
offers.  AutoScout24 claims to be the largest online auto marketplace in the European Union, doing business in 18 
countries with over 10 million monthly car sales.  Scout24 made the sales under pressure from activist investor Elliott 
Management, with the company saying it will now concentrate on its online property listing service, ImmoScout24.  
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– The Australian Federal Court on Friday ordered Volkswagen to pay a fine of 125 million Australian dollars for breaking 
the law in claiming its diesel-powered cars complied with local emissions standards.  It was the largest fine in Australian 
history for violation of the country’s consumer laws. The court judgment overruled a previous 75 million Australian dollar 
settlement negotiated between the Australian Competition and Consumer Commission (ACCC) and Volkswagen.  The 
Australia judge said the ACCC settlement was insufficient given the severity and deliberateness of the crime.  
Volkswagen is considering whether to appeal the court’s ruling. The German carmaker has paid out over $30 billion in 
fines and settlements since “dieselgate” was reveals in 2015.  

– PSA Group, the parent of French automaker Peugeot, and Fiat Chrysler Automobiles (FCA) formally agreed Wednesday 
to merge and form the world’s fourth largest automaker.  The two firms signed a binding accord for a 50-50 merger of 
equals. The combined firm will have a stock-market value of about $46 billion, surpassing that of Ford Motor Co.  The 
combination will give Peugeot a presence in the North American market, and will give FCA access to cutting-edge low-
emission technology.  But analysts warned the combined brands lacked premium brands.  

Japan 

– The Nikkei 225 index fell 0.20% on Friday and 0.86% on the week to 23,816.63, as investors took profits after the index 
hit a 14-month high earlier in the week. Investors also waited for clarity on the technical details of the U.S.-China trade 
deal amid questions on how well the deal would be implemented.    

– Engineering conglomerate Hitachi Ltd. said Wednesday that it would sell its Hitachi Chemical unit to Showa Denko K.K. 
and its diagnostic equipment business to Fujifilm Holdings Corp. for 700 billion yen in total. As part of a major, three-year 
reorganization, Hitachi will use the funds for research and development related to the Internet of Things (IoT), which it 
sees as key to its growth outlook, as well as targeted acquisitions.  Showa Denko plans to start buying Hitachi Chemical 
shares in February with the intention to buy all available shares – including Hitachi Co.’s 51% stake -- and make the 
company a wholly-owned subsidiary. Fujifilm intends to buy all the shares in Hitachi’s diagnosis imaging business 
starting in July next year and plans to double the revenue from its health care business to 1 trillion yen by the middle of 
the decade.  

– SMBC Nikko Securities is planning to introduce in fiscal 2020 a new system that will allow employees to work 3-day or 4-
day workweeks, company President Yoshihiko Shimizu said. The new system is intended to allow employees to take 
care of elderly parents and family members, as well as young children.  

– Mitsubishi Heavy Industries Inc. said Wednesday it had agreed with Oshima Shipbuilding Co. to study ways to use one 
of MHI’s largest shipbuilding plants that could result in its sale to Oshima.  The two companies plan to reach a conclusion 
on what to do with the Kogayi plant in the city of Nagasaki, one of the largest shipbuilding facilities in Japan, by March 
next year.  The plant previously building natural gas and liquefied petroleum gas tankers, but now has no new orders 
since completing the last ship in September. The sale of Koyagi would be the latest powerful signal that Japan’s 
shipbuilding industry is continuing to contract due to heavy competition with Chinese yards.  

– Toyota Motor Corp. said Tuesday that it plans to sell a record 10.77 million vehicles in 2020, including vehicles produced 
by its subsidiaries Daihatsu Motor Co. and Hino Motors Ltd. The figure, if achieve, would exceed the 2019 goal of 10.72 
million vehicles sold and be the fourth consecutive year of record sales. The Toyota group expects sales in Japan next 
year to fall 3.8% from 2019 to 2.26 million units, in part due to increase in the sales tax in October, while foreign sales 
are expected to rise 1.7% to 8.5 million units.  

– The U.S. National Highway Traffic Safety Administration is investigating four automakers whose cars may contain 
potentially deadly Takata airbags but have not recalled the cars yet to perform repairs. The NHTSA said it was 
investigating Audi, Toyota, Honda and Mitsubishi potentially involving as many as 1.4 million cars. The airbag inflated 
made by Takata, now bankrupt, have the potential to blow apart and spray shrapnel at the driver and passengers. The 
problem killed one driver in Australia and injured drivers in Australia and Cyprus.  The automakers said they were 
investigating and would respond by the NHTSA’s January 17 deadline.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index fell 0.40% on Friday but still rose 1.26% on the week to 3,004.94 as 
investors were cheered by stronger-than-expected industrial production and retail sales data for November released 
early in the week, showing the economy had improved even before the U.S.-China trade deal was announced and as 
China exempted six U.S. chemical and oil products from import tariffs as part of that trade deal.    

– Hong Kong's Hang Seng index rose 0.25% on Friday and 0.66% for the week, the third straight weekly gain, to 
27,871.35, as the U.S.-China trade deal continued to support sentiment.  

– Taiwan's Taiex fell 0.50% on Friday in line with the drop in mainland stocks but rose 0.26% the week to 11,959.08 on 
expectations that the U.S.-China trade deal would be good for business.  
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– South Korea's Kospi rose 0.35% on Friday and 1.56% on the week to 2,204.18, near an eight-month high, as optimism 
about the U.S.-China trade deal continued to support prices.  

– The Singapore Straits Times Index rose 0.15% on Friday but fell 0.05% on the week to 3,212.39 , as investors remained 
cautious about the details and implementation of the U.S.-China trade deal.   

Emerging Markets  

– Brazil's Bovespa fell 0.1% on Friday but rose 2.27% on the week to close at 115,121.08, rising above 115,000 for the first 
time ever, on an improved economic outlook, supported by record low interest rates and recovering domestic demand.  

– Mexico's IPC fell 0.32% on Friday but rose 0.57% for the week to close at 44,505.64 on news that the U.S. House of 
Representatives had approved the U.S.-Mexico-Canada Agreement to replace NAFTA, which will stabilize Mexico’s 
trade outlook with its giant northern neighbor.  

– India's BSE 30 rose 0.02% on Friday and 1.64% for the week, the best week since early November, to 41,681.54, on a 
more positive global economic outlook, supported by the U.S.-China phase one trade deal.  

– Russia's RSTI rose 0.28% on Friday and 1.49% for the week to close at 1,523.77 as the price of oil, the country’s largest 
export, rose after Russia and OPEC agreed on additional production cuts the previous week.     

Alternative Assets 

– Oil futures prices fell sharply on Friday after a weekly report on the number of oil rigs operating in the United States 
showed a big increase. January West Texas Intermediate (WTI) crude fell 1.2% on Friday to $60.44 per barrel. Still, WTI 
rose 0.8% on the week, the third weekly gain in a row. The February Brent crude contract on London’s ICE Futures 
Exchange closed the trading period at $66.14 a barrel, down 0.6% on Friday but up 1.4% on the week, the sixth rise in 
the last seven weeks. .  

– Gold futures prices fell on Friday after U.S. third quarter GDP was confirmed to have risen 2.1%, giving investors no 
reason to buy the precious metal as a hedge against weak economic activity.  Still, the price was up on the week. 
February gold futures rose to $1,480.90 per ounce at the close Friday, down 0.2% from Thursday but up a tiny 0.02% on 
the week.     

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 1.9171% on Friday from 1.8226% a week earlier, as bond yields 
continued to increase on the improved economic outlook following the U.S.-China trade deal and upbeat data.  

– Boston Federal Reserve President Eric Rosengren said Tuesday the U.S. economy is "quite solid" and monetary policy 
is well positioned for 2020 barring an unexpected shock. "This is a good time to patiently assess the economy. In the 
short run, I do not see a need for additional policy easing unless there is a material change to the forecast," Rosengren 
said at a gathering of the Forecasters Club of New York. In his first public remarks since the Fed's decision to hold rates 
steady last week in a band of 1.50% to 1.75%, Rosengren said that given the three rate cuts in 2019 and the lags of 
monetary policy "it is appropriate to take a patient approach to considering any policy changes." He dissented at the 
FOMC's July, September and October meetings when the committee cut rates by a quarter point, each time preferring 
rates to be set higher instead. The economy, Rosengren said, is performing well with strong labor markets. He noted 
unemployment is at a 50-year low job and growth of 266,000 was "a nice surprise, particularly for retailers hoping for 
strong retail sales." Looking to 2020, Rosengren expects core PCE inflation to remain close to the Fed's 2% target and 
unemployment to fluctuate around its current rate of 3.5%. The economy, Rosengren said, has grown at close to a 2% 
annual rate over the past two quarters, as strength in households has offset weaknesses in business investment. That 
pattern is likely to continue given recent job creation and increases in personal income and wealth. "The consumer is well 
positioned to spend," Rosengren said. "Plentiful jobs and growth in income have provided improvements in confidence 
and bode well for holiday sales and beyond." 

– Dallas Federal Reserve President Robert Kaplan said Tuesday he is comfortable with the current level of the policy rate 
going into 2020. Kaplan, who will be a voting FOMC member in 2020, said: "The right thing to do for us is to stay right 
where we are, unless something changes materially on the upside or the downside." Kaplan said risks are now more 
balanced, whereas earlier in the year they were tilted to the downside. Material changes to get the Fed to move, Kaplan 
said, could involve GDP growth, inflation, or the path of the unemployment rate. In his first public remarks since the Fed's 
decision to hold rates steady last week in a band of 1.50% to 1.75%, Kaplan said he expected the U.S. economy to grow 
at 2% in 2020, with an unemployment rate "around 3.5%." "We will have some firming in inflation, but gradually toward 
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2%."  Speaking at the Council on Foreign Relation in New York City, Kaplan said labor markets are at or near full 
employment but wage pressure has remained muted due to technology.  "There has been a dramatic change in the way 
business are run," Kaplan said. "It means we can run a tighter labor force than we have historically." 

– The US economy grew at an annualized of 2.1% in the third quarter, unrevised from the previous estimate. Growth was 
paced by Increases in personal consumption expenditures (consumer spending), federal government spending, 
residential investment, partly offset by weaker nonresidential investment.  

– Consumer spending rose 0.4% in November from a month earlier, accelerating from the 0.3% gain in October. .The rise 
was led by higher spending on motor vehicles and healthcare. Personal income increased 0.5% in November from a 
month earlier, well above the 0.1% gain in October.  

– Industrial production rose 1.1% in November from the previous month, offsetting the 0.9% drop in October. The 
November gain was the largest since October 2017, due to a bounce back in the output of motor vehicles and parts 
following the end of a 40-day strike at General Motors.  

– The pace of existing home sales unexpectedly declined 1.7% to a 5.35 million annual rate in November, though it is still 
up 2.7% from a year ago, according to data released Thursday by the National Association of Realtors. NAR's Vice 
President of Demographics and Behavioral Insights, Jessica Lautz, said the demand side is "solid" while the supply of 
homes remains insufficient, including "an acute shortage at the lower price point." Despite recent signs of a pick-up in 
new construction permits, inventory still needs to catch up to buyer demand. October home sales were revised down to a 
5.44 million pace from the 5.46 million rate previously reported. November resales in Northeast rose 1.4%, Midwest rose 
2.3%, South fell 3.9%, and West fell 3.5%. Inventory of homes for sales was 3.6 months, down from 3.9 in October and 
4.0 in November 2018 and is the lowest sales pace since February, signaling tight market conditions. Days unsold 
homes are on the market was 38 days, seasonally up from 36 days in October, but down from the 42 days in November 
2018.  The national median sales price rose 5.4% y/y to $271,300 in November, marking the fourth straight month of 
above 5% price growth which is "too fast," Lautz said. 

UK 

– The yield on 10-year Gilts fell to 0.7820% at the end of last week from 0.7910% the week before, as investors remained 
cautious about the economic outlook following UK Prime Minister Boris Johnson’s decision to push for legislation to 
ensure that the Brexit transition period is completed at the end of next year.    

– The Bank of England Monetary Policy Committee left policy on hold at its December meeting, although two of its nine 
members voted for a 25 basis point rate cut, according to the minutes and policy summary of the meeting. Collectively, 
the committee said only that future tightening 'may be needed', and highlighted the uncertainties around the outlook. The 
MPC left Bank Rate at 0.75% with two members, Jonathan Haskel and Ian McCafferty voting for a 25 basis point cut. 
Their judgment was that core inflation was subdued and growth was below trend, resulting in rising spare capacity. Brexit 
uncertainties, not yet clearly resolved, and a weaker world outlook posed downside risks in their scenarios.  The MPC's 
agreed line has shifted from stating that limited and gradual rate hikes are likely to be needed, stating that they "may be 
needed." The implication is that the MPC can no longer collectively agree that tightening ahead is the most likely 
outcome. The minutes noted that the recent moves in asset prices meant that financial conditions had tightened, which 
implied a lower medium-term outlook for growth and inflation. The tightening in financial conditions entails that the MPC 
has less work to do tightening policy than it had previously. The victory of the Conservative Party in the general election 
and its leadership's commitment to getting a Brexit deal done by the end of next year may end up reducing uncertainty, 
but the MPC said it was simply too early to tell. “There is no evidence yet about the extent to which policy uncertainties 
among companies and households have declined," the MPS said. Upcoming business surveys, the Bank's own Decision 
Maker Panel survey and the January forecast round will give policymakers the opportunity to reassess the likely impact 
of the Brexit news flow. The December meeting was, primarily, a staging post to the January forecast round. 

– UK Q3 GDP growth was revised up by 0.1 percentage point to 0.4%, with a strong showing from the export sector 
offsetting downward revisions to both household and government spending. The net contribution from trade to the 
quarterly GDP growth number doubled, from 1.22 percentage points in the preliminary data to 2.41 percentage points in 
the revised number. The sharp pick-up in exports helped push the trade deficit down to stg0.4 billion, the lowest since 
stg0.2 billion in Q1 1998. Government spending was revised sharply lower to -0.6% q/q from +0.3%. The overall 
contribution to growth from government spending fell to -0.12 percentage point from +0.06 in the first estimate. It was the 
first negative contribution to growth since Q2 2018. Annual GDP was revised higher in Q3, to 1.1% from 1.0% in the 
preliminary reading. Even after the upward revision, it is still the lowest since Q1 2018, and it was last lower in Q1 2010 
(0.8%). Growth in the service sector, long the main driver of UK growth, was revised higher to 0.5% from a preliminary 
0.4%. 

– Inflation remained subdued ahead of the Bank of England rate-setting this week, setting the stage for a potential rate 
reduction early next year. Inflation at both consumer and pipeline level remained subdued in November, raising 
speculation of a split in the Bank of England Monetary Policy Committee this week after two members voted for an 
immediate rate cut at the November meeting. Consumer price inflation steadied at an annual rate of 1.5%, in line with 
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expectations, sitting below the Bank's 2.0% target for the fourth straight month. Prices of tobacco and alcohol shaved 
0.06 percentage points from CPI as an increase in duties last year was not repeated in 2019. Output PPI increased by an 
annual rate of 0.5%, while core output PPI rose by 1.1%, the slowest rate of increase on both measures since the 
summer of 2016.  The recent sterling rally could keep pipeline inflation in check, with the sterling effective exchange rate 
increasing by 1.7% between October and November, the fourth straight rise. On an annual basis, sterling appreciated by 
the same magnitude, the first rise since March. House price inflation remained subdued, rising nationwide by an annual 
rate of 0.7% in October, the slowest pace since September 2012. London prices slumped by 1.6%, after the orginally-
reported decline in September was revised to a 0.8% increase. 

– UK retail sales fell sharply in November, raising questions over whether consumer spending can continue to prop up the 
wider economy. Retail sales fell by a larger-than-expected 0.6% in November, the fourth straight month without an 
increase, the longest stretch of weakness since comparable records began in 1996. Weak retailing activity could raise 
concerns amongst policy makers, as consumer spending has served as the most stable prop to the economy while 
business investment has faltered. However, members of the Bank of England's Monetary Policy Committee were not 
aware of the latest retail data when considering interest rates earlier this week, according to an official. Retail sales are 
poised to exert a negative influence on gross domestic product in the fourth quarter. Volumes would have to increase by 
1.5% between November and December for sales to match the level of the third quarter. Sales have not increased by 
such a large magnitude since November of 2018. Despite the volatility of November sales data over the past several 
years, National Statisticians expressed confidence that their seasonal adjustment techniques sufficiently capture the 
vagaries of Black Friday promotions and sales volumes. Household goods sales rose by 1.2% between October and 
November, the only sector to record an increase, boosted by promotional activity. The deflator for household goods 
stores declined by an annual pace of 0.2% for the second straight month. However, the sales slumped by 4.5% on an 
annual basis, the fifth straight year-on-year fall. Retail sales rose by just 0.4% on a rolling three-month basis, the smallest 
rise since December of last year and increased by an annual rate of 1.0%, the slowest pace since April of 2018.  Internet 
sales increased by an annual rate of 2.6% in value terms, the smallest increase since records began in 2008. That took 
the share of online transactions to 18.7%, the lowest ratio since December 2018. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds roe to -0.2520% last Friday compared to -0.2890% the previous week, as 
optimism about the economic outlook improved after the U.S.-China trade deal.   

– The Eurozone Manufacturing purchasing managers’ index (PMI) fell to 45.9 in December from 46.9 in November, 
confounding expectations for a small rise to 47.3, according to preliminary data released Monday by IHS Markit. 
Production contracted at the fastest pace since October 2012 and the pace of the decline in employment accelerated to 
the fasted in more than seven years. New orders declined for a fifteenth successive month.  

– The Eurozone Services purchasing managers’ index rose slightly to 52.4 in December from 51.9 in November, a larger 
gain than expected. The reading indicated the fastest service sector growth in four months. French services sector 
growth accelerated slightly, with the index rising to 52.4 from 52.2. In Germany, the services index was stable at 52.0, 
meaning there was no change in the sector’s growth rate.  Future expectations dropped slightly on concerns over 
geopolitical issues, in particularly Brexit and the U.S.-China trade war as well as worries about a slowing of global growth 
in 2020. 

– The Eurozone consumer confidence indicator fell to -8.1 in December, the lowest reading since February 2017, from -7.2 
in the previous month. Still, the indicator remained above its long-term average of -10.6. 

Japan 

– The yield on 10-year Japanese Government Bonds rose into positive territory to 0.0140% on Friday compared to and 
negative 0.0180% a week earlier, continuing the strong rise since the U.S.-China trade deal.  

– Bank of Japan Governor Haruhiko Kuroda said Thursday that while bright economic signs have been seen overseas, 
risks are still large and at high levels, and the BOJ must guard against them. According to Kuroda, the BOJ must 
maintain its policy easing bias as the uncertainties continue, with a deepening of the negative interest rate just one policy 
option but said it will consider more easing after carefully examining the favorable pros and cons. The BOJ must maintain 
its 2% price target and doesn't need to shorten the 10-year policy interest rate goal it has now. The International 
Monetary Fund said on Nov. 25 that the BOJ could consider shifting its JGB target from the 10-year note to shorter 
maturity bonds so as to mitigate the impact of prolonged easy policy on profits at financial institutions. The IMF also 
called on the BOJ to introduce an inflation target range, instead of the current 2% price target, to increase the flexibility of 
monetary policy. Kuroda said that he doesn't mind the super long-term interest rates to rise further or the yield curve 
steepens. Brighter signs are observed overseas following a partial trade deal between the U.S. and the China and the 
result of the U.K. elections. "Downside risks somewhat fell but they are still large and at high levels. The BOJ must guard 
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against the risks and must pay attention to developments of overseas economies," Kuroda said. Kuroda said he doesn't 
expect the timing of a pick-up of overseas economies to quicken from around mid-2020. "Japan's economy is expanding 
moderately. The BOJ has shifted policy bias toward easing since July when downside risks to overseas economies had 
increased." "Uncertainties are still high and it is appropriate for the BOJ to maintain easing bias," Kuroda said. The BOJ 
will factor the impact of government economic stimulus measures on the economy in January when the BOJ board 
reviews its medium-term outlook to be made at the January 20-21 policy-setting meeting. The Chinese economy 
continues slowing but there is no risk that economic activity will stall in China, Kuroda said. 

– The Bank of Japan left monetary policy unchanged Thursday, as widely expected, but remains vigilant against large 
downside risks to both economic activity and prices. However in the wake of the Board's 7-to-2 vote, the central bank 
repeated that "downside risks concerning overseas economies seem to remain significant, and it also is necessary to pay 
close attention to their impact on firms' and households' sentiment in Japan." The BOJ also maintained forward guidance 
for policy rates, saying "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." Despite sustained uncertainties over the global economy, the BOJ maintained its overall economic 
assessment, as already-released economic data, including the recent Tankan survey, didn't prompt a change in the 
baseline scenario. "Japan's economy has been on a moderate expanding trend, with a virtuous cycle from income to 
spending operating, although exports and production have been affected by the slowdown in overseas economies," the 
BOJ said in a statement accompanying the decision. 

– Japan's exports were in negative territory again in November while imports also dipped as the economy continues to 
slow, data released Wednesday by the Ministry of Finance showed. Japan's exports fell 7.9% y/y in November, following 
the previous 9.2% y/y drop, posting a 12th straight monthly fall. The decrease was smaller than the 9.1% drop expected 
by analysts. Imports dropped 15.7% y/y in November, after the 14.8% y/y fall recorded last month, dragged lower by 
shrinking domestic demand. November's trade balance was a deficit of Y82.08 billion. Exports to China recovered but 
still fell, down 5.4% y/y versus the 10.3% drop last month. Exports to the United States fell 12.9% y/y, faster than the 
11.4% decline in October while exports to the European Union dropped 7.5% y/y, compared with the previous 8.4% y/y 
fall.  Imports from the US and the EU both edged up -- down 10.3% y/y and 5.5% y/y, compared with the previous 17.2% 
y/y and 10.8% y/y falls respectively. Imports from China slid at a faster rate,  -16.4 y/y from -15.4% y/y recorded for the 
previous month. 

– Japan's annual core consumer inflation rate picked up again in November driven by higher food prices, according to data 
from the Ministry of International Affairs and Communications released on Friday. The national average core consumer 
price index (excluding fresh food) accelerated for a third month at 0.5% year-on-year in November, in line with 
expectations and up from 0.4% in October. Energy were costs down by 2.1% year-on-year in November, slower than the 
2.7% fall recorded in October.  Overall CPI rose 0.5% in November, up from the previous 0.2% y/y gain. The underlying 
inflation rate measured by the core-core CPI (excluding fresh food and energy) rose an annualized 0.8% in November, 
quicker than the 0.7% gain last month. Prices for food ex-perishables grew 1.8% y/y in October, up from the 1.7% growth 
recorded the previous month. Prices for household durable goods were up 5.4% y/y, decelerating from +6.4% in October. 
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