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Weekly market watch  
 
As at Friday November 9, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  

Hong Kong  HSI  25,601.92 (884.43) -14.43% -12.08% 
India  BSE 30 35,158.55 726.58 3.23% 5.84% 
Japan  Nikkei  22,250.25 6.59 -2.26% -1.90% 
Singapore  STI  3,077.97 17.12 -9.55% -10.00% 
South Korea  KOSPI  2,086.09 (9.91) -15.46% -17.97% 
Taiwan  WSE 9,830.01 (76.58) -7.64% -8.41% 
Shanghai     COMPOSITE 2,598.87 (77.60) -21.42% -24.29% 
Europe 
France  CAC  5,106.75 4.62 -3.87% -5.57% 
Germany  DAX  11,529.16 10.17 -10.75% -12.54% 
Italy  FTSE MIB  19,258.11 (132.23) -11.88% -14.94% 
Russia  RTSI  1,121.38 (10.00) -2.86% -3.44% 
UK FTSE 100  7,105.34 11.22 -7.58% -5.06% 
Americas 
Brazil  IBOV  85,641.21 (2,777.84) 12.09% 17.43% 
Mexico  IPC  44,263.74 (1,183.09) -10.31% -9.13% 
Nasdaq  CCMP  7,406.90 49.91 7.29% 9.73% 
US  S&P 500  2,781.01 57.95 4.02% 7.60% 
US   DOW  25,989.30 718.47 5.14% 10.77% 

 

Bonds 

  
Close 

Yield 
Week ago Month ago Year ago 

10 Year Gilt  1.4910 1.4940 1.7160 1.2650 
10 Year OAT 0.7870 0.7850 0.8900 0.7490 
10 Year Bund  0.4070 0.4280 0.5490 0.3750 
10 Year Japan 0.1230 0.1290 0.1610 0.0300 
10 Year Treasuries  3.1819 3.2121 3.2063 2.3416 

 Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  

US  5.25 4.75 4.25 

Canada  3.95 3.45 3.20 

Japan  1.48 1.48 1.48 

Britain  0.75 0.50 0.50 

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 

– U.S. stocks rose across the board last week, buoyed by relief that the mid-term elections concluded light on surprises, 
and powered by tech, consumer and healthcare heavyweights. As the Republicans held the Senate and the Democrats 
swung the House, Wall Street appeared content in the knowledge that a divided Capitol Hill is less likely to stick an 
interfering finger in the smooth workings of a still humming economy. However, valuations took a downturn late in the 
week after the declaration of a bear market in crude oil, a producer prices print that raised the specter of inflation, and 
fears over the health of the Chinese economy. The Dow Jones added 2.84% over the week to close at 25,989.30, the 
S&P 500 rose 2.13% to end at 2,781.01, while the Nasdaq finished up 0.68% to settle at 7,406.90. 

– Goldman Sachs featured throughout a week in which the bank unveiled its annual batch of new partners, of which just 
over a quarter are women; and new Chief Financial Officer Stephen Scherr promised a new era of heightened 
transparency for shareholders, beginning with a review of the capital allocation of each of the bank’s divisions. The probe 
is expected to determine where Goldman Sachs will allocate future investment, with a struggling fixed income business 
expected to come under the microscope. Elsewhere, incoming CEO David Solomon voiced his distress at allegations by 
U.S. prosecutors that two senior bank executives conspired to commit the 1MDB fraud with Malaysian financier Jho Low, 
amid revelations that former Goldman Sachs chairman and CEO Lloyd Blankfein attended a meeting with Low and 
ousted Malaysian Prime Minister Najib Razak. Goldman Sachs is said to have underwritten bonds worth $6.5 billion for 
the Malaysian state fund in 2012 and 2013, earning $600 million for the privilege. The bank maintains it did not know how 
the bond offering proceeds would be spent – in this case on luxury paintings and properties and various other means of 
feathering Malaysian politicians’ nests – nor that Low was a middle man, and that the executives involved had essentially 
gone rogue. Compliance department communications are expected to support this narrative. Yet Blankfein’s apparent 
involvement opens the door to the Department of Justice bringing harsher sanctions against the bank, which will plead its 
case at a meeting next week.      

– Disney shares rose Thursday after the entertainment powerhouse reported that fiscal fourth-quarter earnings beat 
estimates at $1.48 per share, versus analysts’ forecast of $1.33, on revenue of $14.3 billion. Sales in the fiscal year rose 
8% to $59.4 billion, lifted by the performance of its film studio, where quarterly revenues were up 50% at $2.2 billion – 
driven by appetite for Incredibles 2, and annual sales jumped 19%. CEO Bob Iger said Disney’s new streaming service, 
Disney+, will focus on delivering Star Wars and Marvel franchise content, as well as that of Disney, Pixar and National 
Geographic. The stage is thus set for an expensive competition for eyeballs with Netflix – Disney spent $11.2 billion in 
costs in the quarter as it ramps up its content platforms, up by $1 billion from the year earlier period. Iger said the cash 
was largely absorbed by production expenses relating to the Disney+ app, including new programs such as a live action 
TV series framed as a prequel to Star Wars: Rogue One. Overall, annual sales were up 8% at $59.4 billion. By 
comparison, Netflix brought in $11. 7 billion in 2017 annual revenue. In other Disney news, the company on Wednesday 
promised to sell several European TV channels in order to gain EU approval for its $71-billion purchase of Twenty-First 
Century Fox.    

– Shares in Yelp slumped 29% Thursday after the online review website revised down its full-year revenue estimate to a 
midpoint of $940 million from a range of $952 million to $967 million. The pullback in expectations was driven by 
disappointing third-quarter results that showed a slowdown in new account growth, which the San Francisco-based 
company attributed to cancellations following a record first half, and the adoption of a new, more flexible non-term 
contract model, replacing conventional annual contracts. Third quarter net revenues were up 8% on year at $241.1 
million, as an 84% fall in transaction revenue more than offset a 16% rise in ad sales. Net income rose to $15 million 
versus $8 million in the year earlier period.      

– General Electric on Wednesday completed the sale of its distributed power business, spinning it off for $3.25 billion as a 
standalone provider of gas engines for local power generation called Innio, which will be run by private equity group 
Advent International. GE will also sell its lighting business, Current, to American Industrial Partners for an undisclosed 
sum. Both businesses are part of a plan by ex-GE CEO John Flannery to make $20 billion of divestments across the 
group, focusing on outlier companies, even though Innio has reported double-digit sales growth for the past three years, 
and is expected to benefit from a global shift towards renewables via its focus on small-scale Jenbacher engines which 
can be used in combined heat and power plants. GE is committed to further slimming its business to just two major lines 
– aviation and power industry – under incoming boss Larry Culp, who is set on selling off its oilfield services and 
healthcare arms. GE shares took a dive Friday after JP Morgan issued an aggressive note indicating the company had 
cash flow and debt problems, prompting the release of a statement saying GE maintained sound financial health.  

– Symantec found itself the subject of a takeover approach from private equity group Thoma Bravo on Wednesday, lining 
up what would be one of the largest leveraged buyouts since the financial crisis, Reuters reported. Analysts said the U.S. 
cybersecurity group could fetch as much as $30 per share, making for a valuation of more than $19 billion if a deal is 
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agreed. Thoma Bravo is doubling down on cybersecurity acquisitions, having already purchased the cloud-enabled 
security product provider Barracuda Networks for $1.6 billion and Veracode, which security tests apps, for $950 million 
this year, adding to several other similarly positioned companies in its portfolio. Symantec shares rose 14% on the news, 
but have yet to recover from a sharp fall in May after a former employee raised concerns over its public disclosures, and 
the August reporting of fiscal first-quarter earnings that missed expectations.      

UK 

– London stocks tracked Wall Street higher, taking their lead from the rebound in tech stocks and the uptick in investor 
confidence on the back of the U.S. midterm election results. However, a flurry of results from retailers indicating UK high 
street sales are up against it set a caution tone throughout the week, with the market ending on a sour note amid fears 
over the impact of the U.S-China trade tension on commodities prices. The FTSE 100 gained 0.16% over the week to 
end at 7,105.34. 

– J Sainsbury said Thursday that first-half like-for-like sales increased 0.6%, picking up from 0.2% in the first three months. 
However, pre-tax profit in the period dropped 40% to GBP132 million as the company proceeds with a restructuring 
ahead of a planned merger with rival Asda, which would create the UK’s largest supermarket chain. Sainsbury said that 
excluding these costs, which were primarily one-off items, pre-tax profit rose by about 20% to GBP302 million. CEO Mike 
Coupe admitted the company had encountered some staffing issues following a wave of redundancies earlier in the year, 
and sounded a note of caution amid an uncertain trading environment heading into the festive season, which he 
expected to be “very competitive and promotional.”  

– AstraZeneca said Thursday that profit before tax in the first nine months dropped 31% to $1.3 billion, reflecting the 
continued fallout from the loss of exclusivity of its blockbuster drug Crestor, even as the company said its first quarter of 
sales growth since 2014 reflected the dawn of a new era. Share rose after the Anglo-Swedish drugmaker said third-
quarter product sales rose 9%, beating estimates for 3%, driven by sales of new medicines and growth in emerging 
markets. Oncology sales climbed 47% in the nine months as China revenue grew 55% in the same period, reflecting an 
overall increase in the uptake of Western drugs in emerging markets where generic alternatives are of variable quality, 
according to Mark Mallon, executive vice-president of global product and portfolio strategy. Gross margins were 
squeezed by rising administrative and operation costs across the board, as the company put money behind new 
medicine launches. Astra said that it intends to launch more new drugs in its now dominant oncology division, which 
along with the absence of major patent expiries on the horizon leaves the door open for a return to growth and profit.   

– G4S shares slumped 10% in Wednesday trade after the security operator announced full-year profits would miss 
expectations, coming in flat in constant currency terms, and 5% lower than previous consensus estimates once currency 
headwinds have been accounted for. Organic revenue growth slowed in the third quarter to 2.5% from 4% in the second 
three months, though the company said the UK market remained robust despite the negativity surrounding the stripping 
of its contract to run Birmingham jail in August. CEO Ashley Almanza said weakness was concentrated in Benelux 
countries where the company struggled with tight labor supply, and promised improved momentum into 2019 as a result 
of new contract wins and the diversification of its business into digital currency storage.     

– Marks and Spencer shares fell sharply Wednesday after the retailer reported clothing sales fell 1.1% on a like-for-like 
basis in the six months to end-September, while food sales dropped 2.9%. CEO Steve Rowe attributed the declines to 
disruptions related to M&S’ ongoing restructuring, and admitted that the company had issued too many confusing food 
promotions and brought in too many clothing lines while failing to ensure availability of its most popular ranges. He added 
that the restructuring could encompass the closure of more than the 100 stores previously announced. Pre-tax profit 
before adjustments for one-time items was up 2% at GBP223.5 million as a result of improved margins on its food 
business.   

– Sophos shares fell sharply Wednesday after the cyber security group said billings would only increase modestly in the 
second half, shaking investors further after cutting its outlook for billings in July. Sophos said that first-half billings were 
up 2% on a constant currency basis, with revenues up 17.8% to $349.5 million. The company swung to a pre-tax profit of 
$26 million from a loss of $35.5 million in the same period a year earlier. It said that billings growth should return to 
double-digit growth once the impact of a massive spike in demand for its software following major global malware attacks 
last year has been accounted for.   

Europe (ex. UK) 

– Eurozone stocks ticked higher last week, with the market reassured by the U.S. midterm election result, which look set to 
keep existing economic policy in place while limiting the potential for new measures, before pulling back towards the end 
of the week on concerns over global growth, disappointing corporate earnings and the reluctance of Italy to shrink its 
budget deficit. The Eurofirst 300 was up 0.49% for the week at 1,436.65. 
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– Shares in Richemont slipped 6% in early Friday trade after the luxury group indicated a slowdown in September sales on 
softening demand in Asia. The Swiss company reported that sales in the six months to September rose just 8%, having 
previously reported that sales in the first five months climbed 10% on a constant basis. Sales in Hong Kong were hit by 
the onset of typhoon Mangkhut, which led to store closures, as well as a weakening of the Chinese renminbi that sapped 
appetite for overseas purchases amid caution over the impact of the U.S.-China trade tension. Overall, Richement 
reported sales in the first six months rose 21% on year to EUR6.8 billion, including those from Italian online retailer Yoox 
Net-a-Porter and the UK’s Watchfinder, an online and brick-and-mortar secondhand luxury watch retailer, both of which 
Richemont bought earlier in the year. Operating profit declined 3% to EUR1.1 billion, largely as a result of a EUR159 
million charge relating to its acquisition activity.     

– The U.S, Department of Justice on Thursday filed a lawsuit against UBS after the two sides failed to reach an agreement 
on the size of the settlement the Swiss bank should pay as a result of its involvement mis-selling residential mortgage-
backed securities in the run-up to the financial crisis. The DoJ will now pursue claims under the Financial Institutions 
Reform, Recovery and Enforcement Act, which allows for penalties to be sought up to the amount gained by a bank or 
lost by others, in this case amounting to “many billions of dollars.” UBS said Wednesday that it intends to fight the case.    

– BMW said Wednesday that third-quarter net profit fell 24% on year to EUR1.4 billion as margins across its BMW, Rolls-
Royce and Mini brands fell to 4.4% from 8.6% in the year earlier period as a result of the impact of a new emissions 
testing regime. Group revenues were up 4.7% on year to EUR24.7 billion on a slight increase in car deliveries. BWM had 
warned of an impending margins slump in September, but investors still sold shares on the news, particularly as BMW 
was expected to outperform rivals such as Volkswagen because it has not had the same difficult in refitting its vehicles to 
meet the new global harmonized light vehicle testing procedure. BWM said a glut of cut-price vehicles hitting the market 
ahead of the Sept. 1 implementation of the new standard hurt its bottom line. In the first nine months, BMW’s research 
and development costs rose 11.4% on year to EUR3.8 billion. Overall the company is struggling to develop new 
technologies amid competition from software groups, while meeting headwinds from trade tariffs, emission standards 
tightening and a bout of recalls on models in South Korea.    

– Rosneft said Tuesday that third-quarter net profit rose 250% on year driven by higher oil prices, a weaker rouble and 
operational gains, and that it plans invest the extra cash in upstream projects with an eye to boosting crude output by 5% 
next year. The Russian oil producer benefited from the rouble’s tumble to a two-year low against the dollar in September, 
which ensured that its foreign currency earnings swelled when repatriated back to Russia. An ease in output restrictions 
as a result of a June agreement between Opec and major non-Opec producers also helped Rosneft lift production by 
about 100,000 barrels per day in October. The company now plans to bring projects amounting to an additional 130 
million barrels of crude per year onstream by the end of 2018.  

– Spotify said Monday that it will launch a share buyback scheme worth up to $1 billion as the streaming music service 
seeks to capitalize on sharp falls in its share price last week. Investors sold off stock following the announcement of 
disappointing third-quarter results and an uninspiring fourth-quarter outlook. Spotify stock is currently about 30% off 
record highs of almost $200 seen in late July, having gone public via direct listing in April. Spotify remains lossmaking, 
having posted a third-quarter operating loss of EUR6 million on sales of EUR1.35 billion. 

Japan 

– Tokyo stocks edged higher last week, lifted by the U.S. midterm results and expectations that President Donald Trump’s 
corporate tax cuts are likely to remain in place. Japan's Nikkei 225 Index inched up 0.03% for the week to reach 
22,250.25. 

– Toshiba confirmed Thursday that it will liquidate its UK nuclear business NuGen, dealing a blow to government plans to 
build a new nuclear facility in Cumbria earmarked to compensate for the loss of coal-fired capacity in the next few years. 
Toshiba will also exit its U.S. liquified natural gas business as it seeks to minimize risk and recover from losses incurred 
on writedowns of its U.S. nuclear business, Westinghouse. The decision on NuGen comes after repeated attempts to sell 
the business ended in failure, amid recriminations that the British government failed to offer adequate support for 
Toshiba given its involvement in a project crucial for the country’s future energy security. Toshiba stock rose sharply on a 
Nikkei report that its next five-year plan will feature $1.8 billion in cost cuts.    

– Panasonic said Wednesday that it is set to enter the bike sharing business via a partnership with China’s Mobike. 
Panasonic said the pair would jointly develop electric-assist bikes equipped with GPS and a QR code-based payment 
system. The plan is to put the bikes into operation at resorts and other locations in Japan in fiscal 2019, aiming to 
leverage Mobike’s strength in IoT with Panasonic’s 1-bike marketing clout in Japan.   

– Toyota Motor raised its full-year operating profit forecast 4.5% on Tuesday, accounting for the impact of improved 
marketing and a weaker yen on global sales. Sales of its Lexus luxury brand have fared particularly well in China, 
following a cut in import duties effected in July, with July-September sales up 20%. Toyota said it sees further room for 
growth in the world’s largest auto industry, even as rivals struggle against a sluggish Chinese economy. The automaker 
forecast full-year profit of Y2.4 trillion, flat with 2017, driven by an 11% jump in July-September operating profit, 
supported by higher sales in all major markets save the U.S. The company is considering investing in localized U.S. 
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production as a means to counter impacts from potentially higher U.S. tariffs on Japanese imports and the renegotiated 
U.S.-Canada-Mexico trade agreement, but did not announce any new commitments.       

– SoftBank reported strong second-quarter results Monday, as investments in its $100-billion Vision Fund helped lift net 
profit about fivefold to Y526.4 billion, more than double analysts’ estimates. CEO Masayoshi Son said the company 
would refrain from divesting money already accepted from Saudi Arabia, despite international pressure to punish Riyadh 
for its complicity in the killing of Saudi columnist Jamal Khashoggi. Son deflected the pressure by saying his Vision Fund 
had a duty to the people of Saudi Arabia in helping the country diversify away from dependence on crude oil receipts. A 
Y146.7 billion gain from the sale of its stake in Flipkart to Walmart, acquired just last August, helped drive the improved 
earnings. In the six months through September, the Vision Fund and its sister fund delivered Y632 billion in operating 
profit – beating the Y447 billion in profits from SoftBank’s domestic telecoms business – primarily as a result of 
unrealized gains in its holdings in Nvidia and Indian hotel start-up Oyo Rooms. However, shares refused to budge on the 
results as investors stayed cautious over the future of Saudi Arabia’s $45 billion commitment to the Vision Fund, which 
has made large plays on companies including WeWork, Slack and Uber, and stands to reap considerable upside from 
the latter’s IPO, which is targeting a valuation of more than $100 billion in 2019.         

Asia-Pacific (ex. Japan) 

– Mainland China stocks fell last week as financials weighed after the China Banking and Insurance Regulatory 
Commission said banks must allocate at least a third of new loans to private companies, raising fears of an uptick in non-
performing loans. Investors also reacted to data showing that October consumer price inflation rose 2.5% while producer 
prices were up3.3%. However, China reported stronger-than-expected October exports as shippers hustled to dispatch 
orders ahead of the imposition of U.S. tariffs. The Shanghai Composite lost 2.90% over the week to settle at 2,598.87. 

– Hong Kong stocks fell sharply last week, with investors absorbing the news from the mainland while also bracing for a 
deepening of the trade tension after the midterm election results failed to offer the Trump administration an incentive to 
curb tariffs. The Hang Seng Index fell 3.34% over the week to close at 25,601.92. 

– Taiwan stocks declined last week, with disappointing October sales from Apple supplier Largan Precision triggering a 
broader sell-off of electronics issues. The Taiex index finished the week off 0.77% at 9,830.01.  

– Seoul stocks fell last week, in line with the negative sentiment in the region and following President Moon Jae-in’s move 
to fire his top economic policymakers and install government replacements, suggesting he intends to pursue a maverick 
economic agenda that most analysts view as detrimental to growth. South Korea's Kospi dropped 0.47% over the week to 
close at 2,086.09.  

– Singapore stocks fell last week as industrial and energy stocks led declines in line with the bear market for crude, and 
amid hardening expectations for a U.S. Federal Reserve interest rate hike in December. The Straits Times Index finished 
down 1.23% for the week at 3,077.97.  

Emerging Markets 

– Brazil stocks fell last week amid a weakening in Latin American currencies as the dollar firmed following the Fed’s policy 
meeting. Weak results from energy and materials companies also weighed, as the government transitions to incoming 
president Jair Bolsonaro. The Bovespa fell 3.14% over the week to finish at 85,641.21.  

– Mexico stocks also weakened last week, hamstrung by President-elect Andres Manuel Lopez Obrador’s introduction of 
legislation slashing the fees banks are able to charge clients – endangering over 30% of the banking sector’s revenues, 
according to a Senate bill. The IPC declined 2.60% over the week to settle at 44,263.74.  

– Indian equities rose for a second straight week as the declining price of crude and some strong corporate earnings 
stoked risk appetite, The BSE 30 added 0.42% over the week to close at 35,158.55.   

– Russian stocks fell last week, taking their lead from the tumbling price of crude but also undercut by the prospect of the 
imposition of further U.S. sanctions relating to the Kremlin’s involvement in the murder of Sergei Skripal with chemical 
toxins in the UK. The RSTI closed the week down 1.18% at 1,121.38.  

Alternative Assets 

– Crude oil prices marked 10 straight sessions of decline Friday, extending a bear market that officially began the previous 
day after prices declined 20% from their recent peak. Prices have now retreated for five consecutive weeks. Traders are 
spooked by the steady accumulation of supply both in the U.S. and in Russia and Saudi Arabia ahead of the imposition 
of U.S. sanctions on Iran, which was expected to cut output. However, the granting of temporary sanctions waivers for 
eight countries allowing them to continue buying Iranian oil this week upset the scales, and selling pressure was 
intensified by data showing U.S. production climbed by 400,000 barrels a day to record 11.6 million barrels per day in the 
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week ending Nov. 2. Moreover, Baker Hughes data showed more U.S. rigs coming on stream this week, adding to fears 
of a supply glut. Benchmark U.S. crude fell 4.7% over the week to $60.19 a barrel in New York, its lowest in almost eight 
months. Brent crude, used to price international oils, declined 3.6% to $70.20 a barrel in London.  

– Gold prices declined last week as the Federal Reserve’s steady course towards an interest rate rise next month, and 
further tightening early next year, helped firm up the dollar, offsetting market appetite for safe haven assets amid 
declining stock prices and the bear market for oil. December gold fell 2% over the week to settle at $1,208.60 per troy 
ounce.   

– October's trio of purchasing managers' indices made for a modest start to the final quarter of 2018, affirming analysts' 
expectations of an immediate moderation in growth after the third quarter’s widely-anticipated pickup. The larger-than-
expected drop in Monday's IHS Markit services purchasing managers' index (PMI), down 1.7 points to 52.2, was, in the 
view of analysts, consistent with growth as low as 0.1% in the fourth quarter – equal to the first three month’s paltry, 
snow-hit result. The Bank of England (BOE) anticipates a slightly better 0.3% GDP print for the final three months of the 
year, and said of the outsized third quarter growth print in the November minutes of its monetary policy committee 
meeting that "some sectors had been boosted somewhat by temporary factors, with construction and manufacturing 
having recovered from weakness earlier in the year, and a weather-related boost to retail output." 

– UK house price inflation eased by a full percentage point to a five-year low in October, according to data from Halifax, 
one of the UK's leading mortgage providers. Annual house price growth dropped to 1.5% on year from 2.5% on year in 
September, the lowest level in a half-decade. The more volatile monthly numbers showed house prices returning to 
growth, up 0.7% on month, declining 1.3% and 0.2% in September and August, respectively. On a quarterly basis, house 
prices rose 0.2% in the August-October period relative to May-July, down from growth of 1.8% on quarter in the previous 
two months. Whilst a fairly downbeat annual reading, the growth rate "remains within our forecast annual growth range of 
0-3% for 2018," said Russell Galley, Managing Director at Halifax Community Bank. 

– UK retail sales posted a modest increase in October, but consumers remain cautious heading into the final quarter of the 
year, the latest British Retail Consortium-KPMG survey showed. On a total basis, sales increased 1.3% on year in 
October, up from 0.7% in September and 0.2% this time last year. The result was above the three-month average of 
1.1%, but below the 12-month average of 1.4%. On a like-for-like basis, sales increased by 0.1% y/y, up from a 0.2% fall 
in September and a 1.0% decline last October. October's survey data comes as we head into the final two months of the 
so-called 'golden quarter', when many retailers tend to register profits or emerge into the black. The modest consumption 
growth seen in recent months may be in anticipation of heavy discounting due in the coming weeks, with Black Friday 
and Cyber Monday promotions firmly in consumer's sights. 

– UK parliament will be given ample opportunity to study the likely impact of a withdrawal agreement with the EU before 
having to vote on it, the country's finance minister told the cross-party Treasury Committee Monday. Chancellor of the 
Exchequer Philip Hammond's said in his testimony on the 2018 Budget that once a Brexit withdrawal agreement was 
completed economists across government would complete a full analysis of its likely impact. He pledged that parliament 
would have "adequate time" to study that analysis. "Until we know the final shape of any deal we will not be able to 
model that deal with any precision," he said. Head of the Treasury Committee Nicky Morgan has called on both 
government economists and the BOE to send the committee work on the impact of any agreed deal and of no deal. BOE 
Governor Mark Carney previously informed the committee that the BOE will also submit its analysis after negotiations 
with the EU are concluded and before the parliamentary vote. 

– The UK CIPS/IHS Markit services sector PMI fell by almost two points to 52.2 in October, down from 53.9 in September, 
the lowest reading in seven months -- when activity was hampered by adverse weather conditions. While the October 
result was the 27th consecutive 'plus-50' reading, it was also the second-lowest outcome in over two years. The slightly 
dampened rate of growth was pinned down to "heightened economic uncertainty and a soft patch for new work," 
according to survey compliers IHS Markit. The data follows a moderation in the manufacturing PMI, published last 
Thursday, and according to Chris Williamson, Chief Business Economist at IHS Markit, is consistent with a sharp growth 
fall back in the fourth quarter. 

Fixed Income 

US 

– The yield on benchmark 10-year Treasuries declined to 3.1819% last week, down from 3.2121% at the previous week’s 
close, primarily on post-election result trade as the market repositioned to take account of a pullback in deficit spending 
as a result of a split Congress.  

– September wholesale inventories increased by 0.4%, revised upward from the 0.3% increase reported in the advance 
estimate, while wholesale sales were up 0.2% in the month, data released by the U.S. Commerce Department on Friday 
showed. Given that wholesale inventories rose 0.4% and factory inventories were already reported up 0.5%, and barring 
no revision to the 0.1% increase in retail inventories, an MNI calculation is expecting an increase of 0.3% for business 
inventories, which will be released on Nov. 15. With the addition of the 0.2% increase in wholesale sales to the 0.4% 
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increase for retail trade sales from last month's advanced sales release and the 0.9% increase for factory shipments 
already reported, an MNI calculation predicts that business sales will see a 0.5% increase, barring no large revision to 
retail trade sales data. 

– Final demand PPI was up 0.6% in October, and PPI outside of food and energy was up 0.5%, both above expectations, 
but excluding trade services as well was up only 0.2%, data released by the Bureau of Labor Statistics Friday showed. 
The year-on-year rate of inflation for final demand PPI was 2.9%, up from September, and PPI ex food and energy was 
up 2.6%, both above their September rates. However, the year-on-year rate for prices also excluding the volatile trade 
services category was up 2.8%, slower than 2.9% in September. The sharp gains in the headline data mask softer 
growth in underlying wholesale inflation. The personal consumption price measure in the data, which some analysts use 
as a preview measure for the CPI and PCE price indexes, was up 0.8% overall and up 0.6% ex. food and energy, but 
was up only 0.2% also excluding trade services, suggesting moderate upside risk for the PCE inflation data. 

– The value of new factory orders rose 0.7% in September, above the 0.5% increase expected by analysts in an MNI 
survey, data released by the Commerce Department Friday morning showed. Durable goods orders were revised down 
slightly to a 0.7% gain from the 0.8% increase reported in the advance estimate. Nondurable goods orders rose 0.6% on 
gains in petroleum and coal, chemical products, and plastics and rubber products. Factory orders excluding 
transportation were up 0.4% in the month following a 0.4% gain in August, continuing the string of gains that stretches 
back virtually uninterrupted for most of the past two years. Durables orders excluding transportation were revised down 
to a flat reading from the 0.1% gain in the advance report. In addition, unfilled orders were up 0.8% in September, 
showing steadily growing demand for products. 

– As expected, the Federal Open Market Committee (FOMC) held the fed funds rate target steady at 2% to 2.25% on a 9-0 
vote and made no changes to the key phrases in the statement released Thursday. No adjustment was made to the 
interest on excess reserves rate, which remains at 2.20%. The effective fed funds rate has been trading equal to the 
IOER in recent days, leading some analysts to speculate on a small cut in IOER Thursday. That did not happen. There 
was no mention of trade policy or recent volatility in equities markets. Risks continue to be "roughly balanced," the 
statement said, adding that the FOMC continues to expect "further gradual increases" in the funds rate. The statement 
was widely viewed as hawkish, noting that unemployment had declined since September and that while business 
investment had moderated from its rapid pace earlier in the year, “economic activity has been rising at a strong rate.” 

– Initial claims U.S. state unemployment benefits fell by 1,000 to 214,000 in the Nov. 3 week, slightly above expectations 
for a 213,000 level and showing diminishing signs of an impact from Hurricane Michael in Florida and Georgia, data 
released by the Labor Department Thursday showed. Unadjusted claims were down 1,496 in Florida and down 617 in 
Georgia, but could increase in the coming weeks as workers return to the affected areas. Still, it appears that the impacts 
from Hurricane Michael continue to fade. A better measure for the underlying trend of the data is the four-week moving 
average for initial claims. The average fell by 250 to 213,750. 

UK 

– The yield on 10-year Gilts fell to 1.491% last week, down from 1.494% at the previous week’s finish, as investors picked 
up safe haven debt amid continued uncertainty over Brexit and signs of strain in the integrity of Theresa May’s 
government after Jo Johnson resigned and issued a call for a second Brexit referendum.   

– UK economic growth accelerated in the third quarter, with the pick-up in activity concentrated in the month of July, even 
as business investment slumped for the third straight quarter, the longest stretch since 2009. Gross domestic product 
rose by 0.6% in the third three months of 2018, according to preliminary data released Friday, in line with the median 
MNI forecast, up from the 0.4% pace recorded over the second quarter of 2018. That's the fastest pace of growth since 
the fourth quarter of 2016 and matches the 0.6% forecast by Bank of England staff as reported in the November Inflation 
Report. Over the month of September, GDP recorded no growth over August, below the MNI median forecast for a 0.1% 
expansion. A 0.7% monthly spurt during an unusually-balmy July accounted for the bulk of third quarter growth. On an 
annual basis, GDP rose by 1.5% in the third quarter, in line with the MNI median of 1.5%, up from the 1.2% pace of the 
first quarter. The robust performance over came despite an extended downturn in business investment, which declined 
by 1.2%, lopping 0.1 percentage points from total growth. That's the third straight decline in business investment, after a 
drop of 0.7% in the second quarter and a fall of 0.5% in the first, the longest stretch of weakness since the three quarters 
ending in third quarter of 2009. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds declined to 0.407% last week, down from 0.428% at the previous week’s bell, as 
investors averred risk in light of the collapsing price of crude and uncertainty over the resilience of the Chinese economy. 
Investors were also cautious amid an ongoing spat between the Italian government, its central bank and the European 
Commission over Italy’s budget deficit.   
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– The eurozone remains on track to meet the European Central Bank (ECB)'s growth and inflation targets, President Mario 
Draghi said Thursday, but maintaining and deepening the EU is necessary to support the financial stability of its member 
states. Draghi said he expected broad-based growth to continue, and euro area inflation to continue to converge towards 
the ECB's objective of below, but close to, 2% over the medium term. He reminded listeners that support for the euro 
among euro area citizens remains strong, and -- in an apparent reference to both Brexit and the ongoing crisis between 
Brussels and Rome -- said shared institutions made all member states stronger. The financial stability environment in the 
euro area overall "remains favorable", but has become "somewhat more challenging in recent months," he said, adding 
that sources of risk from outside the EU have grown since May, and a stronger U.S. dollar and heightened trade tensions 
triggered renewed stress in a number of emerging market economies. 

– Eurozone retail sales stayed flat in September compared with August, according to official data from Eurostat released 
Thursday. Across the 28 EU member states, retail trade volumes declined by 0.1%, with the data suggesting European 
economic growth is encountering headwinds amid the Brexit end-game and a banking crisis in Italy. The data adds 
weight to the idea that European economic growth is beginning to slow down at a time when the EU is contending with a 
myriad of macro-economic headwinds, including Brexit and a banking crisis in Italy. In the euro area in September 2018, 
the volume of retail trade increased by 0.4% on month for food, drinks and tobacco as well as for automotive fuel, while 
non-food products decreased by 0.5%. In the EU28, retail trade volume increased by 0.8% for automotive fuels and by 
0.1% for foods, drinks and tobacco non-food products, while non-food products fell by 0.3%. 

– The ECB’s slow path to normalizing monetary policy may prove "too late" to permanently stabilize the euro, an annual 
report by the German Council of Economic Experts warned Wednesday. The Council advised ECB head Mario Draghi to 
tighten monetary conditions in the face of a "considerable increase" in inflation, and called on the bank to "communicate 
an approach to reducing its balance sheet." It also revised down previous German GDP growth estimates to 1.6% for 
2018 and 1.5% in 2019, a drop of 0.7 and 0.3 percentage point, respectively. Global economic growth is also likely to 
slow down, the Council said, with euro area GDP growth forecast at 2.0% for 2018 and 1.7% for 2019. German 
economic growth is being negatively affected by temporary production issues, capacity bottlenecks and multilateral 
global economic uncertainty, not least from trade protectionism. A disorderly Brexit, a possible resurgence of the euro 
area crisis and demographic change at national level also present challenges, the report said. U.S. protectionism and the 
reactions of trading partners have increased average tariff rates, and the EU should consider retaliatory measures under 
World Trade Organisation (WTO) rules to "credibly punish rule infringements," it added, before going on to say that the 
WTO should be reformed and thereby strengthened. 

– Italy is planning tweaks to its 2019 budget to placate Brussels and stave off an Excessive Deficit Procedure while 
maintaining its overall spending goals as it bets that populist victories in May's European parliamentary elections will 
weaken the EU's resolve to enforce fiscal rules, government sources told MNI Tuesday. While the Italians are 
determined to preserve the bulk of their plans -- including subsidies for poorer citizens, tax cuts and a reduction in the 
retirement age, as well as their projected fiscal deficit of 2.4% of gross domestic product -- they will propose minor fixes 
to make measures more efficient. These would be presented as "investments" in areas including infrastructure and 
"reforms," rather than spending, potentially allowing them to take advantage of European rules allowing for some fiscal 
leeway. "Our citizenship wage, the flat tax and the pension reform are untouchable. We do not intend to water down any 
of these, nor to reduce our spending goals. It's just a matter of fixing the details to raise the efficiency of these measures 
and be able to give Brussels a clearer picture of how we intend to accomplish things," said one source familiar with the 
budget issues. 

Japan 

– The yield on 10-year JGBs fell to 0.123%, down from 0.129% at the previous week’s finish, with investors buying back 
into the market amid Friday’s global souring of risk appetite.  

– Japan's current sentiment index rose in October, thanks to recovering demand for food and services after a disaster-hit 
September, a key government survey released Thursday showed. The Economy Watchers' sentiment index for Japan's 
current economic climate rose 0.9 points to 49.5 in October on a seasonally-adjusted basis, the first rise in two months 
after falling 0.1 point to 48.6 in September. The index stayed below the key level of 50 for a ninth consecutive month. 
The Watchers' outlook index showed sentiment over the situation two to three months ahead dropped for a second 
straight month, down 0.7 point to 50.6, as the rise in gasoline prices and uncertainty over global trade disputes fed 
caution. The index fell 0.7 point to 50.6 in October. The Cabinet Office left its overall economic assessment based on the 
Economy Watchers' Survey unchanged, saying, "The gradual recovery continues. 

– Japan's core machinery orders excluding those for power generation equipment and ships registered the steepest 
monthly decline ever in September after natural disasters in western Japan slowed activities. Core orders fell 18.3% over 
August, snapping two months of gain. The median of a survey of 13 economists surveyed by MNI projected a 9.9% fall. 
October-December core orders are expected to post the sixth quarterly gain of 3.6% after 0.9% in July-September due to 
the good sentiment of manufacturers, the office said. The three-month moving average of core orders dropped 0.9% for 
the period ending Sept. 30 after a rebound of average 2.8% for June-August. The office maintained its assessment of the 
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industry "showing sign of picking up", even as orders fell sharply in September. Orders from the manufacturing sector fell 
17.3% in September from August, in line with the declining total orders. Orders from the non-manufacturing sector, 
excluding power generation and ships, also fell 17.1%, the first in three months. 

– Some Bank of Japan board members voiced concerns over the recent weak development in inflation and outlook of the 
economy, stopping short of calling for additional easing policy, according to the summary of opinions expressed at the 
bank's policy meeting in Oct 30-31 and released on Thursday. "The current situation where the inflation rate doesn't 
seem to be accelerating toward 2% should be taken seriously," one member said. "Although Japan's economy has 
continued its moderate expansion, the momentum towards expansion has weakened somewhat recently due to effects 
from events such as the natural disasters and trade conflicts between the U.S. and China," another member said. 
However, the board members didn't discuss additional easing policy and largely shared the view that the BOJ should 
maintain the current powerful easing policy. 

– Average wage growth in Japan accelerated in September from the previous month due to larger bonuses and other 
special pay, according to preliminary data released Wednesday by the Ministry of Health, Labour and Welfare. Total 
monthly average cash earnings per regular employee rose 1.1% on year to Y270,256, the 14th straight yearly gain after 
0.8% in August and 1.6% in July. The ministry left its long-held assessment unchanged, repeating wages have been 
increasing "moderately." Companies are generally cautious about raising base wages amid uncertainty over economic 
prospect. Some sectors are raising wages to help alleviate labor shortages. Adjusted for inflation, the real average wage 
fell 0.4% on year in September, following 0.7% drop in August. The recent weak trend comes on the back of the rising 
cost of living. The total CPI minus imputed rent rose 1.4% on year in September after a 1.5% rise in August. 

– Japan's economy has seen limited impact from global trade disputes, but the BOJ must monitor how investor sentiment 
and corporate profits develop as uncertainty over the global economy increases, Bank of Japan Governor Haruhiko 
Kuroda said Monday. Kuroda also noted that it is taking time to achieve the central bank's inflation target and powerful 
monetary easing was still needed, although both the upside and downside effects of policy needed monitoring. "It has 
been taking time to achieve the price stability target of 2%. In such a situation where economic and price developments 
have been somewhat varies, it has become necessary to persistently continue with powerful monetary easing while 
considering both the positive effects and side effects of monetary policy in a balanced manner," Kuroda told business 
leaders in Nagoya City, central Japan. 

 

 

 

 

 

 

 

 

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 
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