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During this week, market expectations for US-China partial trade deal and for orderly Brexit deal have supported 
sentiment. A potential partial US-China trade deal may cover some of the issues of the dispute and may include an 
agreement for no further tariffs. The Prime Minister of the UK met with the Prime Minister of the Republic of Ireland 
and they said that they see a “pathway” to a Brexit deal. EU-UK negotiators meeting is taking place today (11/10), 
ahead of the EU Summit of October 17.  
 

US 10-year government bond yield is at high (1.70%) since October 1 and the German 10-year yield is at two-
week high (-0.445%). The global aggregate (IG) bond index (Bloomberg Barclays) maintains strong return (2019: 
6.4%), as global economic growth is slowing and major central banks cut rates. EUR/USD has risen at two-week 
high (10/10: $1.1063). Resistance is at $1.1100 and $1.1220 (200-day average), support is at $1.0850. GBPUSD 
has posted high (11/10: $1.2660) since July, as the odds for an orderly Brexit risen have seemingly risen.   
 

According to the minutes of the latest Fed meeting, downwards risks to US economic outlook are evident. US non-
farm payrolls were in September at a level (136,000, 8/19: 168,000) still above the historic average (126,000). US 
unemployment rate dropped to the lowest (3.5%) of the last 50 years. According to C. Sahm, an economist of the 
Fed, the unemployment rate can provide indication for current conditions, if monitored in a modified way. If the 
three-month average (currently: 3.6%) of the unemployment rate minus the lowest level of the previous 12 months 
(3.6%) is below (current difference: 0%) the historic average of the difference (0.5%), then this indicates that, at 
present, the economy is in expansion. US 10-2year bond yield spread, generally regarded as leading indicator of 
economic conditions, turned slightly negative (yield inversion) at -0.01% in August (monthly figures), for the first 
time since 2007. It is now mildly positive (11/10: 0.12%), but based on the trend of the last few months, it can be 
said that recessionary conditions cannot be excluded at the horizon of 12-18 months.   
 

US: currently in expansion. Yield spread (10-2years) around 0%: recession in 12-18 months not excluded.  

  
Source: Bloomberg 
 

The week ahead:   
Following US-China trade talks (11/10), the focus during the next week will be on the EU Summit (17/10), which 
may result in an orderly Brexit deal. The annual meeting of the International Monetary Fund and of World Bank will 
be held in Washington and the IMF will present its World Economic Outlook (15/10). US is scheduled (15/10) to 
enact additional 5% tariffs on $250 billion imported goods from China and new tariffs on imports from EU ($7.5 
billion). Companies reporting quarterly results next week: JPMorgan and Wells Fargo (15/10), Bank of America, 
Netflix (16/10), Morgan Stanley (17/10), Coca-Cola and American Express (18/10). 
 

Developments towards potential US-China partial trade deal and a “pathway” in Brexit case, have 
contributed to improving market sentiment. Holding a diversified portfolio exposed to major asset classes 
and use some of the cash to “add into the dips” is currently considered suitable. Various risks remain, 
including rising geopolitical worries, but not much has materialized until now.  

Quote of the Week: 
The Chairman of the Fed said (8/10): “In a downturn, the Fed would first lower rates to near zero, employ 

explicit forward guidance on rates and use large-scale asset purchases”.   
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Global Markets in Charts 

The earnings per share of the S&P 500 index may post mild annual decline in the 3rd quarter, for the 
first time since 2016, while for full 2019, earnings growth is expected slightly positive. 

  
 

 

Following a dozen quarters of 
annual growth of EPS (Q3 2016-
Q2 2019), it is possible that the 

S&P 500 index has posted annual 
EPS decline in the third quarter. 
The magnitude of the expected 
drop (-3% to -4%) is considered 
mild. During the last almost three 

decades, in the sub-set of quarters 
with negative yearly EPS growth, 
the median drop was at -11%. If 

potential EPS softness is coupled 
with negative geopolitical events, 
including unfavourable outcomes 

of US-China dispute, Brexit issues, 
then the S&P 500 index may face 

downside risk. In contrast, if 
market expectations for partial US-

China trade deal, orderly Brexit 
deal are realized, there is probably 

“upside risk” for investors.  

Source: Bloomberg 
 

GBP/USD has risen at high ($1.2685) since July, as orderly Brexit seems more likely.     

 
Source: Bloomberg 

 

Following the meeting between the 
Prime Ministers of UK-Ireland 

(10/10), the EU chief negotiator M. 
Barnier is said to recommend 

(11/10) Brexit negotiations to enter 
the “tunnel” phase. This is the 

process in which the EU-UK will 
discuss drafts of legal text line-by-
line. GBP/USD has risen (11/10) 
at high ($1.2685) since July, as 
orderly Brexit has become more 

probable. Resistance is at the area 
of $1.2710 (200-day average) at 
$1.2880 (Fibonacci retracement 
38.2%: $1.4377-$1.1959) and at 

$1.3050 (10/5/19 high). Support is 
at $1.2200 (8/10/19 low).    

expected actual 
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Event Risk Calendar, 14 - 18 October, 2019 

       

    Monday 14/10         

Date Time Country Event Period Survey Prior 

14/10  CH Trade Balance Sep $34.75b $34.83b  

14/10 CH Exports YoY Sep -2.80% -1.00% 

14/10  CH Imports YoY Sep -6.00% -5.60%  

14/10 12:00 EC Industrial Production WDA YoY Aug -2.50% -2.00% 

       

 US bond market closed, stock market open (Columbus Day). Japan markets closed.  

       

    Tuesday 15/10         

Date Time Country Event Period Survey Prior 

15/10 04:30 CH CPI YoY Sep 2.90% 2.80% 

15/10 11:30 UK Jobless Claims Change Sep  28.2k  

15/10 11:30 UK ILO Unemployment Rate 3Mths Aug 3.80% 3.80%  

15/10 12:00 GE ZEW Survey Current Situation Oct -25.0 -19.9  

15/10 12:00 GE ZEW Survey Expectations Oct -27 -22.5 

15/10 15:30 US Empire Manufacturing Oct 0 2  

       

Eco Event US Annual meetings of IMF and the World Bank (through Oct. 19) 

 US The IMF presents its World Economic Outlook   

       

Corp. Results US JPMorgan, J&J, Wells Fargo, UnitedHealth, Citigroup, Goldman Sachs, BlackRock 

       

    Wednesday 16/10         

Date Time Country Event Period Survey Prior 

16/10 11:30 UK CPI YoY Sep 1.8% 1.70% 

16/10 11:30 UK CPI Core YoY Sep 1.7% 1.50%  

16/10 11:30 UK House Price Index YoY Aug  0.70%  

16/10 12:00 EC Trade Balance SA Aug 18.5b 19.0b  

16/10 12:00 EC CPI Core YoY Sep F 1.00% 1.00%  

16/10 12:00 EC CPI MoM Sep 0.20% 0.10%  

16/10 12:00 EC CPI YoY Sep F 0.90% 1.00%  

16/10 15:30 US Retail Sales Advance MoM Sep 0.30% 0.40% 

16/10 17:00 US NAHB Housing Market Index Oct 68 68  

16/10 23:00 US Net Long-term TIC Flows Aug  $84.3b  

       

Eco Event US Chicago Fed President C. Evans speaks in Illinois (17:45)   

 US BOE Governor M. Carney speaks in Washington    

 US US Federal Reserve releases Beige Book (21:00)   

Corp. Results US Bank of America, Abbott Lab, Netflix    
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    Thursday 17/10         

Date Time Country Event Period Survey Prior 

17/10 11:30 UK Retail Sales Inc Auto Fuel MoM Sep -0.10% -0.20% 

17/10 15:30 US Building Permits MoM Sep -6.00% 8.20% 

17/10 15:30 US Housing Starts MoM Sep -3.20% 12.30% 

17/10 15:30 US Philadelphia Fed Business Outlook Oct 7.1 12  

17/10 15:30 US Initial Jobless Claims 12-Oct  210.000  

17/10 16:15 US Industrial Production MoM Sep -0.10% 0.60%  

       

Eco Event US ECB policy makers speak at the IMF Meetings in Washington  

 US Chicago Fed President C. Evans speaks in Chicago (21:00)   

       

Corp. Results US Philip Morris, Honeywell, Union Pacific, Morgan Stanley   

       

    Friday 18/10         

Date Time Country Event Period Survey Prior 

18/10 02:30 JN Natl CPI YoY Sep 0.20% 0.30%  

18/10 02:30 JN Natl CPI Ex Fresh Food YoY Sep 0.30% 0.50%  

18/10 02:30 JN Natl CPI Ex Fresh Food, Energy YoY Sep 0.50% 0.60%  

18/10 05:00 CH Industrial Production YoY Sep 5.00% 4.40% 

18/10 05:00 CH Retail Sales YoY Sep 7.80% 7.50% 

18/10 05:00 CH GDP YoY 3Q 6.10% 6.20% 

18/10 11:00 EC ECB Current Account SA Aug  20.5b  

18/10 17:00 US Leading Index (mom) Sep 0.10% 0.00% 

       

Eco Event US Dallas Fed President R. Kaplan speaks (16:00)    

 US Kansas City Fed President E. George speaks (17:05)   

       

Corp. Results US Coca-Cola, American Express, Schlumberger     
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