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Weekly market watch  
 
As at Friday November 3, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  28603.61 164.76 30.04% 26.10% 
India  BSE 30 33685.56 528.34 26.57% 22.37% 
Japan  Nikkei  22539.12 530.67 17.92% 31.54% 
Singapore  STI  3382.31 (4.13) 16.70% 20.54% 
South Korea  KOSPI  2557.97 61.34 26.23% 28.94% 
Taiwan  WSE 10800.77 91.66 16.72% 19.12% 
Shanghai     COMPOSITE 3371.74 (45.07) 3.79% 7.76% 
Europe 
France  CAC  5517.97 23.84 13.46% 25.08% 
Germany  DAX  13478.86 261.32 17.40% 30.41% 
Italy  FTSE MIB  23014.13 349.10 19.65% 40.16% 
Russia  RTSI  1111.24 (6.95) (3.34%) 14.72% 
UK FTSE 100  7560.35 55.32 5.85% 11.27% 
Americas 
Brazil  IBOV  73915.42 (2060.29) 22.73% 19.70% 
Mexico  IPC  48534.84 (674.74) 6.34% 3.97% 
Nasdaq  CCMP  6764.43 63.17 25.66% 33.73% 
US  S&P 500  2587.84 6.77 15.59% 23.90% 
US   DOW  23539.19 105.00 19.11% 31.28% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.2540 1.3480 1.3530 1.2010 
10 Year OAT 0.7470 0.7910 0.7510 0.4700 
10 Year Bund  0.3590 0.3830 0.4630   0.1580 
10 Year Japan  0.0550 0.0680 0.0750 -0.0630 
10 Year Treasuries  2.3325 2.4064 2.3229 1.8115 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.25 4.00 3.50 
Canada  3.20 2.70 2.70 
Japan  1.48 1.48 1.48 
Britain  0.50 0.25 0.25 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.50 1.50 
Hong Kong  5.25 5.25 5.25 

% change is for indication only; local currency except where stated. 
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Equity Markets 
US 

– Major indexes posted strong weekly gains during a week in which President Donald Trump announced Jerome Powell as 
U.S. Federal Reserve chairman and expectations solidified over an interest rate rise in December. Some sectors 
responded negatively to the Republican tax plan, however, with housebuilders under pressure due to the proposal to 
slash housing tax benefits. The Dow Jones Industrial Average advanced 0.45% for the week to close at 23,539.19. The 
Standard & Poor’s 500 index rose 0.26% to close the week at 2,587.84. The Nasdaq put in the period’s best showing of 
all the three main indexes with a 0.96% weekly rise to 6,764.43.  

– Apple announced Wednesday a 12% year-on-year jump in quarterly revenue to $52.6 billion following record pre-order 
sales for its new iPhone X smartphone and growth across all product lines. Earnings per share rose 24% to $2.07. Sales 
outside the United States accounted for 62% of the fourth fiscal quarter revenue to end-September. Chief executive Tim 
Cook was effusive in his description of the earnings report, which included a company record for services revenue and 
growth across every major market, except Japan. Apple estimated revenue of between $84 billion to $87 billion in the 
first fiscal quarter of 2018 (analysts had forecast $87 billion) and gross operating margin between 38-38.5%. The shares 
climbed 5.2% over the previous trading period to end the week at $172.50. 

– Tesla founder Elon Musk said Thursday the company would miss ambitious production targets for its Model 3 electric 
vehicle, and would be unable to scale production until the end of the first quarter of 2018. Tesla announced it lost $671 
million in the three months to September, equivalent to around three quarters of its full-year loss in 2016. Musk had billed 
the Model 3 as the Californian company’s breakthrough electric design with greater mass-market appeal. The South 
African said the car had instead spent the third quarter in “production hell,” which he attributed to a supplier error.   

– Uber co-founder Travis Kalanick sought Monday to resist a board attempt to dilute his power at the company in a move 
that could threaten a planned $10 billion investment by Japan’s Softbank. Kalanick made way earlier this year for new 
chief executive Dara Khosrowshahi, but the co-founder retains some loyalty within the company and seeks to maximize 
his room for maneuver. He is reportedly attempting to lobby Softbank to remove a provision that his director nominations 
be subject to majority shareholder vote. 

– Four U.S. states asked the national media regulator to reject Sinclair Broadcast Group’s bid to acquire rival Tribune 
Media for $3.7 billion. Sinclair is the largest U.S. network with 92 broadcast stations, and the acquisition of Tribune’s 42 
channels would expand the company’s access to 72% of all households. State attorneys of Illinois, Maryland, 
Massachusetts and Rhode Island wrote to the Federal Communications Commission last week urging the regulator to 
veto a deal that Sinclair expects to close in the first half of 2018.   

– Reports emerged Friday that semiconductor manufacturer Broadcom had engaged advisors over a possible takeover of 
Qualcomm in what would be the largest-ever acquisition of a tech company. A bid would likely value Qualcomm at more 
than $100 billion. It would mark another aggressive act of expansion by Apple supplier Broadcom, which has played a 
leading role in the recent consolidation among chipmakers. The deal could face significant headwinds, not least of which 
would be rigorous scrutiny from U.S. regulators on anti-trust grounds. An amalgamation of Broadcom and Qualcomm 
would create the world’s third-largest semiconductor company, behind Intel and Samsung. Qualcomm shares surged 
13.62% to close at $61.81 while Broadcom increased 8% to $273.63. 

– The Wall Street Journal reported late Friday that U.S. chipmaker Marvell had entered an advanced stage of talks to 
acquire Cavium, in a bid to create a new company valued at around $14 billion. Cavium shares closed the trading period 
at $68.27 but surged to $75 in after-hours trading.   

UK 

– The FTSE 100 added 0.74% to close at 7,560.35 in a week in which the Bank of England raised the central cost of 
borrowing for the first time in a decade.  

– Supermarket retailer Morrisons reported a 2.5% rise in like-for-like sales during the third quarter, its eighth consecutive 
increase in quarterly sales. The retailer has pledged to restrict price increases in the run-up to Christmas amid ongoing 
inflationary pressures stemming from the depreciation of the British pound following the 2016 Brexit referendum. Chief 
executive David Potts is renovating many of the company’s supermarkets and building on an incipient wholesale division. 
The shares lost 2.26% on the previous week to close at 221.23 pence.   

– Telecoms infrastructure company Arqiva became the latest firm to cancel a listing on the London Stock Exchange on 
Friday, citing market uncertainty. The listing planned to raise GBP1.5 billion and follows a failure to list by another 
telecom company, Misys, one year ago. Separately, prepared food company Bakkavor pulled its plan to list for GBP1 
billion. Arqiva’s advisors said increased risk aversion among hedge funds, which typically buy as many as a third of new 
shares, was the primary driver of the reduced IPO appetite.  
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– Shares in South African miner Lonmin dived 21.83% over the previous trading period after the firm said Friday that it 
would delay publishing its accounts. The accounts had been due Nov. 13, but an undisclosed problem meant “Lonmin 
and its auditors require additional time to complete the audit.” Lonmin faces ongoing pressures over low platinum 
demand and U.S. dollar strength. 

– Low-cost airline Easyjet said Friday that it had reached agreement with a German trade union over employment terms for 
staff at defunct airline Air Berlin. Easyjet is leasing 25 of Air Berlin’s Airbus aircraft and their landing slots at Berlin’s 
Tegel airport. The additions to the Easyjet route map will require the London-based airline to retain around 1,000 Air 
Berlin pilots and crew, elevating risks of a potentially disruptive mismatch between German and UK labor laws. The 
Vereinte Dienstleistungsgewerkschaft union, Verdi for short, praised the deal, which included a commitment by Easyjet 
to be subject to staffers’ existing agreements on collective bargaining. Separately, the German government said 
Thursday that it expected a EUR150 million bridging loan to be repaid in full following the Air Berlin insolvency 
proceedings. Shares closed the trading period at 1,301.87 pence. 

– Beleaguered construction and services firm Carillion moved further toward a GBP300 million asset sale target with the 
disposal of both Ask Real Estate and Ask Carillion Developments, two property developers operating in the north of 
England, for a combined GBP13.8 million. The sales in themselves make little difference to Carillion’s bottom line but are 
the latest in several asset disposals geared toward reducing the company’s debt pile below GBP850 million. Carillion has 
sold its healthcare arm in the United States and plans to exit its Middle East businesses. Carillion shares ended the week 
little changed at 46 pence, but have lost 80.5% of their value in the year to date.  

Europe (ex. UK) 

– The Eurofirst 300 closed the week up 0.83% on 1,558.13. 
– Anglo Dutch energy giant Shell announced a 47% rise in year-on-year profits Thursday on the back of strong increases 

in earnings against current supply costs. Shell said it earned $4.1 billion in the third quarter, $1.3 billion higher than a 
year earlier and $500 million higher than consensus estimates.  

– Credit Suisse announced $244 million in net profit for the third quarter, exceeding its own forecast by $20 million. Chief 
executive Tidjane Thiam welcomed the better-than-expects numbers and emphasized the bank was proceeding with its 
extensive two-year restructuring plan at an “enormous pace.” However, cost-cutting rather than income growth continues 
to drive performance -- in the nine months to end-September the bank generated SFR1 billion in cost savings. Credit 
Suisse has faced pressure from activist investor RBR Capital Advisors to break up the investment and asset 
management businesses.  

– Continued pressure on fixed-income divisions subdued third quarter income at French lenders BNP Paribas and Société 
Générale, with both banks reporting quarterly earnings last week. SocGen reported a 15% decline in net income Friday, 
down to EUR932 million, following lower volume trading and reduced volatility, which dragged down revenues in its fixed-
income division. The bank also set aside an additional EUR300 million in the quarter related to two litigation suits in the 
United States. BNP Paribas announced a rise in third quarter profits to EUR2.04 billion but a 36% reduction in pre-tax 
income. Shares in BNP Paribas closed the week down 4% at EUR65.76 while Société Générale lost 6.2% to end Friday 
at EUR45.70. 

– Shares in Renault increased 6.1% after the French government pared its stake in the carmaker to 15% from 20%, 
gaining EUR1.2 billion in the sale. French president Emmanuel Macron had increased the stateholding in Renault to 20% 
when he served as finance minister in the previous administration. The move, which conferred double voting rights on 
the state, has soured relations between the company and French government ever since.  

– BMW said Friday that it would recall around one million vehicles in the United States and 15,000 in Canada over a 
potential fire risk. At issue is a wiring fault in the air conditioner and heating unit. The company made the announcement 
following a meeting with the U.S. National Highway Traffic Safety Administration (NHTSA). It would not confirm whether it 
planned to widen the recall to other markets. 

– The European Commission suspended its investigation into a proposed merger between French eye-glasses company 
Essilor and Italian rival Luxotica. The European competition regulator opened the investigation in September to 
determine whether a merged lens and eye-glasses company would lead to price rises. However, neither company 
supplied the European Commission with necessary documentation to allow an investigation to proceed, and the 
commission said it had suspended its review from Oct. 26. Essilor and Luxotica closed the week little changed at 
EUR108 and EUR48.02, respectively.   

Japan 

– Japan's Nikkei 225 Index surged 2.41% over the previous week to close on 22,539.12, extending its positive run in the 
year to date to 17.92%. 
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– China’s largest PC manufacturer, Lenovo, announced plans Tuesday to acquire the personal computer division of 
Japanese conglomerate Fujitsu by establishing a joint venture. The deal will value the unit as high as $269 million with 
Lenovo seeking to extend its market share as PC sales face ongoing pressures from mobile devices.   

– Honda reported consolidated income Wednesday of JPY174 billion ($1.54 billion), equating to JPY96.6 per share for the 
quarter to end-September. The automotive giant raised net profit forecasts for the fiscal year, which ends in March, by 
JPY40 billion. Honda plans to buy back shares worth JPY90 billion.  

– Bain Capital said it would extend a deadline to Asatsu-DK shareholders to review its $1.35 billion bid for the Japanese 
advertising agency. The one-week extension came as an Asatsu-DK shareholder, advertising giant WPP, launched 
litigation proceedings against Asatsu-DK over its support for the Bain proposal. Bain has said it will push the deadline to 
Nov. 21. WPP, meanwhile, plans to take the matter to a domestic arbitration court on the basis that it should be permitted 
to retain its stake in the Japanese firm.  

– Japanese telecoms giant Softbank will pursue talks with German secondhand car website Auto1 over an investment that 
could value the car sales portal at over EUR2.5 billion. 

Asia-Pacific (ex. Japan) 

– Mainland China China's Shanghai Composite Index lost 1.32% on the previous week to close at 3,371.74. The decrease 
came as the central bank released data showing foreign holdings of Chinese stocks surpassed CNY1 trillion for the first 
time during September. The current level of foreign holding accounts for around 1.7% of Chinese stocks, a proportion 
that will rise as the government’s measures to deregulate China’s capital markets lead to new investment in 
underdeveloped sectors. 

– Hong Kong's Hang Seng index increased 0.56% on the previous week to close at 28,603.61, the best weekly 
performance for one month. 

– Taiwan's Taiex index added on 0.86% to end the week at 10,800.77 as the technology-heavy index benefitted from high 
demand for Apple’s new iPhone.  

– South Korea's Kospi rose 2.46% on the previous week to close at 2,557.97.  
– The Singapore Straits Times Index was little changed on the previous week, edging down 0.12% to close 4 points down 

at 3,382.31. 

Emerging Markets 

– Brazil's Bovispa lost 2.71% on the previous week and closed the trading period at 73,915.42. 
– Mexico's Bolsa fell 1.37% to close at 48,534.84. 
– India's BSE 30 advanced 1.59% to 33,685.56.  
– Russia's RSTI declined 0.62% to end the week at 1,111.24, extending its year-to-date negative performance to -3.34%.  

Alternative Assets 

– Oil prices surged last week amid expectations OPEC would extend its production caps through 2018 and the U.S. lost 11 
active oil rigs, the largest weekly drop this year. West Texas Intermediate crude ended the week at $55.64 a barrel for 
December delivery on the New York Mercantile Exchange. January Brent crude on London’s ICE Futures Exchange 
closed the trading period at $62.07.  

– Gold futures fell to $1,269.20 an ounce, down 2.4% for the week.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell to 2.3325% from 2.4064% in a fast-moving week dominated by President 
Donald Trump’s choice for the new chair of the U.S. central bank.  

– President Donald Trump on Thursday nominated Federal Reserve Gov. Powell to succeed Janet Yellen as chair of the 
U.S. central bank, a move that is expected to auger continuity in the Fed's monetary policy strategy. Powell, 64, who 
joined the Fed in 2012 and who has voted with the majority on all rate decisions so far, is expected to stay the gradual 
course of monetary tightening charted by Yellen beginning with the first post-crisis interest rate increase in December 
2015. Since then, the Fed has raised its benchmark fed funds rate to a target range of 1.0% to 1.25%. The Federal Open 
Market Committee projected in September that the short-term borrowing rate would rise to 2.9% by the end of 2020, just 
above its estimated longer run level of 2.8%. 
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– The Federal Reserve on Wednesday kept its benchmark interest rate unchanged, as expected, and offered an upbeat 
assessment of the economy, hinting that economic conditions were evolving broadly as expected heading into the end of 
the year. The Federal Open Market Committee's post-meeting policy statement made no adjustments to its forward 
guidance but signalled that policymakers viewed the economy as staying on track for a third interest rate hike by year's 
end, as projected in September. The vote to keep the fed funds rate in the 1.0% to 1.25% target range was unanimous. 
Randal Quarles, the newly appointed governor to the Fed Board, cast his first vote with the committee. 

– The October employment report released Friday showed nonfarm payrolls rose by a weaker-than-expected 261,000, but 
that was on the heels of a net 90,000 upward revision to August-September payrolls that suggest the hurricane impact 
was bad, but not as bad as previously suggested. In addition, the unemployment rate slipped to 4.1%, the lowest since 
December 2000, when it was 3.9%. While this was due to a shrinking of the labor force and a drop in the participation 
rate, it is still likely to raise heads in the markets and with the FOMC. The labor force fell by 765,000, household 
employment was down 384,000, and the number of unemployed fell by 281,000. As a result, the labor participation rate 
fell by 0.4pp to 62.7% after rising to 63.1% in the previous month. 

– Initial claims for U.S. state unemployment benefits fell by 5,000 to 229,000 in the Oct. 28 week, well below the 235,000 
level expected and driving the four-week average to a 44-year low, data released by the Labor Department on Thursday 
showed. Also released Thursday, third quarter nonfarm productivity was up 3.0%, slightly ahead of the 2.9% gain 
expected and the largest increase since the third quarter of 2014. Unit labor costs were up 0.5%, a smaller gain than the 
0.6% rise expected. Revisions to second quarter data were very minor, with productivity still up 1.5% and unit labor costs 
now up 0.3%, so the report was basically as expected. The four-week moving average for initial claims, a better measure 
of the underlying trend of the data, fell by 7,250 to 232,500 in the Oct. 28 week as the 258,000 level in the Sept. 30 week 
rolled out of the equation. This marks the lowest point for the average since the April 7, 1973 week and confirms that 
claims have returned to their pre-hurricane levels. 

– Job postings and placements ranged from still solid to "healthy" in October, according to recruiters interviewed for Market 
News International's latest survey on U.S. hiring trends. Recruiters acknowledged an increased struggle to fill positions at 
all staffing levels and in all industries given an ever-shrinking talent pool. 

– The value of new factory orders rose by 1.4% in September, rising slightly higher than the expected 1.2% rise by 
analysts in an MNI survey. Nondurable goods orders rose 0.8%, but durable goods orders were revised down to a 2.0% 
increase from a 2.2% increase, data released by the Commerce Department on Friday showed. Petroleum and coal 
products shipments rose by 5.0% in September, leading the increase in nondurables orders. Nondurables shipments are 
equivalent to orders in this report. Total factory orders excluding transportation rose 0.7% in September, while durable 
goods orders excluding transportation were up 0.7%, unrevised from the 0.7% increase in the advance estimate. 

– U.S. market participants are moving ahead with transitioning away from Libor to the highly robust Secured Overnight 
Financing Rate, a process that will be complicated but necessary, Federal Reserve Gov. Jay Powell said Thursday. 
Members of the Alternative Reference Rates Committee, a group of market participants charged by the Fed and other 
authorities with finding an alternative to the LIBOR reference rate, "have become more comfortable with the idea that a 
transition is feasible, even if the necessity of achieving it is regrettable," Powell said. Despite strengthened governance 
over the London Interbank Offered Rate after cases of attempted manipulation, there are not enough underlying 
transactions to form a stable basis for the rate, Powell said. "Libor may remain viable well past 2021, but we do not think 
that market participants can safely assume that it will," he said. 

– Construction spending was up 0.3% in September, with a 0.4% decrease in private construction and a larger 2.6% 
increase in public construction, data released by the Commerce Department on Wednesday morning showed. Analysts 
had expected construction spending to be unchanged after a positive 0.5% reading for August. With the latest data, 
August construction was revised down to a 0.1% increase, while July spending was revised up slightly to 0.9% decrease 
from the 1.2% decline previously reported. 

UK 

– The yield on 10-year Gilts narrowed to 1.2540 from 1.3480 one week ago after the Bank of England increased its policy 
rate for the first time in a decade.  

– The Bank of England Monetary Policy Committee split over its decision to raise its main rate to 0.5% from 0.25%, with 
deputy governors David Ramsden and Jon Cunliffe dissenting and backing no change. The MPC offered no guidance on 
whether it believed another hike was likely to be needed in the near term, and it also did not comment on market rate 
expectations that the Bank Rate would rise very gently to just 1.0% in three years' time. The mix of an as-expected 7-to-2 
vote and the absence of commentary from the MPC on future rate increases make the combined policy announcement 
and accompanying minutes at the dovish end of market expectations. 

– UK service sector activity expanded at its fastest pace since April courtesy of improved order books, resilient client 
demand and lower operating costs, a survey published Friday showed. The September Services PMI survey by IHS 
Markit, conducted for the Chartered Institute for Procurement and Supply, rose 2.0 points to 55.6 from 53.6 in 
September, above the MNI expectation of 53.2. It has now stood above the 50.0 neutral mark for the 15th consecutive 



 

 Weekly market watch 6 

 

month with October's reading slightly above its post-crisis trend. It marks a stronger, more optimistic start to the final 
quarter of the year, depicting the sector regaining some steam having seen average activity fall to 53.5 in Q3 from 54.3 in 
Q2.  

– Bank of England Deputy Governor Ben Broadbent said, following Thursday's 25 basis point Bank Rate rise, that it would 
require a couple more rate increases to get inflation back to target. "Given our outlook currently we anticipate we need a 
couple more rate rises to get inflation back on track while at the same time supporting the economy," Broadbent told the 
BBC Radio 4 Today Programme. "That is not a promise, and it never could be a promise," Broadbent added. The 
November Inflation Report was conditioned on market rate expectations for the Bank Rate to rise to 1% toward the end 
of the three-year forecast horizon. Broadbent's two hikes would fit this profile. 

– UK manufacturing sector activity kicked off the final quarter on a solid footing despite more intense price pressures, the 
IHS Markit/CIPS Purchasing Managers' Index (PMI) showed. The headline manufacturing PMI rose to 56.3 in October 
from an upwardly revised 56.0 (previously 55.9) in September. The rise meant that the index has sat above the neutral-
50 mark for fifteen consecutive months and suggests that UK manufacturing growth remains solid amid robust domestic 
and foreign demand. Production rose at an identical rate versus that registered in September and was broad-based by 
sector, with intermediate and investment good producers reporting strong and accelerated uptake of new business. In 
the consumer goods space, however, growth of new orders eased to a seven-month low and business optimism to its 
weakest level year-to-date. 

– UK house prices edged higher in October, rising 0.2% on the month and 2.5% on the year, up from a revised 2.3% in 
September, the Nationwide House Price Index showed. Annual house price growth in the Nationwide series has held in a 
2% to 4% range since March. The focus now will be on what impact the expected Bank of England rate hike this week 
will have on the housing market. Housing market activity has held fairly steady. BOE data showed mortgage approval 
growth dipped to 66,232 in September, which was close to the recent average. 

– UK shop price deflation held steady in October at its joint shallowest level in the past four years, British Retail 
Consortium data showed. High street deflation has evaporated in recent months with headline UK inflation heading up to 
reach 3.0% on the year in September. The BRC Shop Price Index showed food inflation up 2.2% on the year in October, 
offset by non-food prices falling 1.5%. There was no change on the month in overall shop prices, with non-food prices 
down 0.1% on the month and food prices up 0.3%. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to 0.3590% from 0.3830% as the Treasury-Bund spread widened and bond 
traders absorbed increased likelihood of a December hike in the U.S. interest rate.  

– The new electoral law recently cleared by Italy's parliament might not guarantee greater political stability nor the 
formation of a solid, lasting government at next year's general elections, politicians on all sides told Market News. The 
new electoral law, aimed at "harmonising" in time for the upcoming national vote the different systems currently in place 
for the Lower House and the Senate, is the "end-product" of long party negotiations. It offers no certainty of future 
governability, nor does it ensure that Italy's political outlook will be any better than it has been. "Our dream was to win the 
constitutional reform referendum that would have assured a stable government, topped with the previous electoral law 
sponsored by [former premier Matteo] Renzi that envisaged a two-round system. But we lost and had to come to terms 
with our defeat", said Democrat Edoardo Fanucci, vice president of the Lower House budget committee. 

– The 19 euro-area finance ministers will next week hold an "extended" Eurogroup session with the participation of their 
non-euro area counterparts -- only the UK will not be present -- Market News has learned. The meeting will be held on 
Nov. 6 in Brussels, in the margin of a "classical" Eurogroup meeting -- one with only the 19 euro-area member states. 
The UK is not invited, with the additional invitations extended to Sweden, Romania, the Czech Republic, Poland, 
Hungary, Croatia and Denmark. The UK negotiated a single currency opt-out to the EU treaties, so it does not have to 
join the Euro area meeting. It is also scheduled to leave the EU by 2019, so will not be involved with the deepening of the 
Euro area framework, a source told MNI. 

– Lisa Ferrarini, vice president at Italy's industrial lobby Confindustria, called for a speedy conclusion of Brexit negotiations, 
saying that a "transition" period was necessary for firms to adapt and that it would be best if the UK remained as close as 
possible to the common market. In an exclusive interview with Market News, Ferrarini, in charge of European affairs for 
Italy's largest business group uniting over 150,000 firms, also backed the rapid completion of the banking union with the 
common deposit guarantee scheme implemented and the common market strengthened. "In the negotiations over the 
UK's exit from the European Union, a solution is needed that reinforces the competitiveness and growth of the entire bloc 
and preserves the integrity of the common market's freedom of movement of goods, services, people and capital, while 
maintaining at the same time the closest possible economic relations between the EU and the UK,” she said. 

– French Finance Minister Bruno Le Maire is aiming to succeed Jeroen Dijsselbloem as the head of the Eurogroup when 
his term finishes at the end of the year, sources have told MNI. The elections are slated for early December, and while 
there is no official candidate, Le Maire is considered a strong candidate. He spent the last Eurogroup meeting speaking 
English with journalists and highlighting the comprehensive reforms undertaken by his government. Le Maire has several 
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advantages. First, he comes from a country that does not hold the Presidency of any other EU institution. Luxembourg's 
Pierre Gramegna, who is also said to be aiming for the position, is debarred by the fact that EU Commission President 
Jean-Claude Juncker is also Luxembourgish. The same is true for Italy's Carlo Padoan, who comes from the same 
country as European Central Bank head Mario Draghi and EU Parliament President Antonio Tajani.  

– Bank of Italy governor Ignazio Visco said on Tuesday that the European Central Bank was ready to reinforce its asset 
purchase program in the near future if needed, after the European Central Bank started unwinding last week its 
accommodative monetary policy. The ECB at this month's meeting slowed the pace of its Quantitative Easing (QE) to 
E30 billion per month but Visco said they were "ready to reinforce the program" if the conditions that resulted are 
inconsistent with further progress on inflation. "We expect that rates will remain at current levels for a prolonged period, 
beyond the horizon of asset purchases,” Visco added, talking at the Savings Day event in Rome. 

Japan 

– The yield on 10-year JGBs fell over the past week 0.0550% from 0.0680%. Again, the main factor was the U.S. Federal 
Reserve’s rate rise and the movement of the dollar.  

– Japanese nationalist politician Shinzo Abe was re-elected prime minister in a special Diet session Wednesday after 
leading the ruling coalition to a two-thirds majority of the Lower House in the Oct. 22 parliamentary elections. Abe 
reappointed all the ministers in the latest cabinet and retained senior policymakers in the Liberal Democratic Party.  

– In a cabinet reshuffle on Aug. 3, Abe reappointed some close allies and distributed ministerial posts to various factions in 
the ruling party in a bid to refresh the image of his scandal-plagued administration and cement his grip on power. Among 
the key names, Deputy Prime Minister and Finance Minister Taro Aso, 77, will continue to support Abe, 63, in his efforts 
to overcome deflation and raise the economy's low growth potential. Abe also retained his key ally in the cabinet, 
Yoshihide Suga, 68, as chief cabinet secretary. As the top government spokesman, Suga has defended Abe's economic, 
legislative and diplomatic policies. 

– The prime minster will also continue his reflationary policy mix of aggressive monetary easing, increased fiscal spending 
and structural reforms, although the pace of reforms in public pension and medical services as well as labor practices will 
remain slow, limiting a rise in the economy's growth potential. Under Abe's government, the Bank of Japan is also 
expected to maintain its large-scale easing until it achieves its 2% inflation target under Governor Haruhiko Kuroda and 
any successor. Kuroda's five-year term ends on April and he could be reappointed. The BOJ will continue its "powerful 
monetary easing" following the Lower House election, Kuroda told a news conference Tuesday. 

– It is too early to consider tweaking the current flat bond yield curve or allowing interest rates to rise in Japan as inflation 
remains slow despite solid economic growth, Bank of Japan Governor Haruhiko Kuroda said Tuesday. He also told a 
news conference after the bank's two-day policy meeting that it is also premature to have a formal debate on how the 
central bank should unwind its large-scale monetary stimulus. "Since we began aggressive monetary easing, economic 
conditions have improved but the consumer price increase is only at 0.7% and far from the 2% price stability target," 
Kuroda said. 

– The Bank of Japan also said Tuesday that it has decided to leave the frequency of its Japanese government bond 
purchases in November unchanged from October, indicating there is no need to guide any particular bond yields higher 
or lower. The BOJ also left unchanged its purchase plans for each JGB maturity zone. Under its yield curve control policy 
framework, the BOJ is seeking to stabilize the 10-year government bond yield, the benchmark for long-term borrowing 
costs, "around zero percent" and keep the overnight interest rate at -0.1%. The BOJ also said Tuesday that it may 
announce additional JGB buying operations, depending on market conditions. 

 
Source: Market News International 
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