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In this week, some worries resurfaced, due to a combination of worsening economic figures and geopolitical 
uncertainties. On the macroeconomics front, the ISM manufacturing index dropped in September at the lowest 
level (47.8, August: 49.1) of the last decade, indicating contraction of the sector for second consecutive month. 
According, to the ISM institute this index would suggest recession for the broader US economy, if it was below 
42.9 for a sustained period. Currently, the level of the index suggests considerable impact on manufacturing from 
US-China trade dispute and potential slowdown of economic growth from 2.5% in the first half of the year towards 
the estimated potential (1.9%) or below, in the second half of the year.  

 
Source: Bloomberg 
 

The ISM services index dropped at low (9/19: 52.6) since August 2016, but stayed above expansion of the sector 
threshold (50). Eurozone inflation dropped in September at low (Eurostat’s estimate: 0.9%) since November 2016, 
suggesting that ECB interest rates will most probably remain at the current or lower levels for long period. UK send 
its proposal to the EU for revised withdrawal agreement towards orderly Brexit. UK had said that this proposal is 
the final. EU asked from the UK to improve its orderly Brexit offer. According to the press, UK government is 
considering a “plan B”. This will involve accepting the initial withdrawal agreement and the “Irish backstop”, but 
asking from the EU to add a clearly defined time limit. According to the press, EU would probably consider 
agreeing to this modification, but uncertainty remains.  
 

World trade organization concluded a 15-year review of trade practices, judging that the European Union is 
improperly subsidizing Airbus. Following this ruling, US announced that tariffs will be imposed on $7.5 bn. imports 
from the EU, starting from October 18. The tariff rate for civil aircraft imports from the EU will be 10%, while 25% 
tariffs will be imposed on imported products, including butter, pork, yogurt, whiskies, wine, cheese. A wide range of 
uncertainties, lower economic growth and outlook for rate cuts, have “pushed” investors back to government 
bonds. US 10-year government bond yield posted one-month low (3/10: 1.507%) and oil price dropped at two-
month low ($50.99/barrel), as the production of S. Arabia has been restored and global demand is expected weak.  
 

The week ahead:   
The focus during the next week will be on trade negotiations (10-11/10) between officials from US and China. In 
the Eurozone, the Sentix investor confidence index (7/10) is expected lower in October (-13.0, September: -11,1). 
In China, the Caixin services PMI (8/10) may have slightly declined in September (52,0, August: 52,1). US inflation 
(10/10) has probably risen in September (1.9%, August: 1.7%) on yearly basis.  
 

US employment figures for September (4/10), will be key for market sentiment. By the end of the next week, 
it is likely that some issues around Brexit may have been clarified. US-China trade talks could result into 
an interim trade deal. This is an environment of elevated volatility, “downside” and “upside” risks for main 
asset categories. Investment risk is considerable, but conservative/moderate investment exposure is 
needed, as staying in the sidelines could mean “missing out” potential portfolio gains, especially if risks 
do not materialize.  

Quote of the Week: 
The EU’s chief negotiator M. Barnier said: “UK’s Brexit proposal contains progress, but more work still 

needs to be done. No-deal will never be the choice of the EU”.   
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Global Markets in Charts 

US economic growth is slowing, towards its potential estimated long term pace (1.8%-2.1%). 
  
 

 

Economic indicators announced 
this week suggest that US 

economic growth is slowing from 
above potential growth in the first 

half (2.5%) to around potential 
growth, probably in the second 

half of 2019 and in 2020. 
Congressional budget office 

estimates (8/19) that in the next 
decade potential GDP growth will 
be lower compared to pre-2007. 

CBO’s estimate is 2.1% for 2019-
2023 and 1.8% for 2024-2029 

(average for next decade: 1.95%). 
The growth rate is slowing, but the 

estimate (Atlanta Fed) for 
annualized quarterly GDP growth 
of 1.8% (1/10) in the third quarter 

2019 is not alarming.  

Source: US Congressional Budget Office (CBO: 8/2019) 
 

US 10-year government bond yield dropped at one-month low (3/10: 1.507%). Recent economic figures 
indicate lower economic growth and the Fed may soon cut the benchmark rate for the third time in 2019.     

 

 

The implied probability for Fed rate 
cut by 0.25% (futures market) at 

the meeting of October 30, is 85% 
versus 40% at the end of 

September. Various pending 
issues and their impact on 

financial conditions may be more 
clear soon. These include US-
China trade talks, Brexit and 

further economic announcements. 
Even if the outcome of pending 

issues is market-positive, the Fed 
will probably cut the benchmark 
rate on October 30, as economic 
growth is slowing and geopolitical 

environment pose further risks. US 
10-year yield may test the support 
area of 1.427% (3/9/19 low) and 

the historic low of July 2016 
(1.32%). Resistance is at 1.70%-
1.75% (1/10/19, 21-day average).   

 

Source: Bloomberg
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Event Risk Calendar, 7 - 11 October, 2019 

       

    Monday 7/10         

Date Time Country Event Period Survey Prior 

7/10  CH Foreign Reserves Sep $3105.60b $3107.18b  

7/10 08:00 JN Leading Index CI Aug P 91.7 93.7  

7/10 08:00 JN Coincident Index Aug P 99.4 99.7  

7/10 09:00 GE Factory Orders (MoM) Aug -0.5% -2.7% 

7/10 09:00 GE Factory Orders WDA (YoY) Aug -7.0% -5.6%  

7/10 11:30 EC Sentix Investor Confidence Oct -13.0 -11.1 

7/10 22:00 US Consumer Credit Aug $16.000b $23.294b  

       

Eco Event US Minneapolis Fed President Neel Kashkari speaks in Washington (17:20)  

       

Corp. Results SK Samsung Electronics     

       

    Tuesday 8/10         

Date Time Country Event Period Survey Prior 

8/10  JN Eco Watchers Survey Current SA Sep 43.3 42.8  

8/10  JN Eco Watchers Survey Outlook SA Sep 39.4 39.7  

8/10 02:30 JN Real Cash Earnings (YoY) Aug -0.6% -1.7%  

8/10 02:50 JN BoP Current Account Balance Aug ¥2100.0b ¥1999.9b  

8/10 04:45 CH Caixin China PMI Composite Sep  51.6  

8/10 04:45 CH Caixin China PMI Services Sep 52.0 52.1 

8/10 09:00 GE Industrial Production SA (MoM) Aug -0.2% -0.6%  

8/10 09:00 GE Industrial Production WDA (YoY) Aug -4.2% -4.2%  

8/10 13:00 US NFIB Small Business Optimism Sep 102.5 103.1  

8/10 15:30 US PPI Final Demand (MoM) Sep 0.1% 0.1%  

8/10 15:30 US PPI Ex Food and Energy (MoM) Sep 0.2% 0.3% 

       

Eco Event US Chicago Fed President C. Evans speaks (20:35)    

 US Fed Chairman J. Powell speaks (20:50)   

 US IMF Managing Director K. Georgieva speaks in Washington  

       

    Wednesday 9/10         

Date Time Country Event Period Survey Prior 

9/10 09:00 JN Machine Tool Orders (YoY) Sep P  -37%  

       

Eco Event US Fed Chairman J. Powell speaks (17:30)   

 US FOMC minutes released from the Sept. 17-18 Meeting (21:00) 

 US IMF World Economic Outlook analytic chapters published   
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    Thursday 10/10         

Date Time Country Event Period Survey Prior 

10/10 02:50 JN PPI (YoY) Sep -1.1% -0.9%  

10/10 02:50 JN Core Machine Orders (MoM) Aug 0.0% -6.6%  

10/10 09:00 GE Trade Balance Aug 18.2b 21.6b  

10/10 11:30 UK Industrial Production (MoM) Aug 0.0% 0.1%  

10/10 11:30 UK Manufacturing Production (MoM) Aug -0.1% 0.3%  

10/10 11:30 UK Trade Balance GBP/Mn Aug .-£920m -£219m  

10/10 15:30 US CPI (YoY) Sep 1.9% 1.7% 

10/10 15:30 US CPI Ex Food and Energy (YoY) Sep 2.4% 2.4% 

10/10 15:30 US Initial Jobless Claims 5-Oct  219k  

       

Eco Event US Two days' Trade Talks between US and China starts   

 EC OPEC Oil Market Report released     

       

Corp. Results  US: Delta Air Lines, JN: Fast Retailing, Seven & I Holdings   

       

    Friday 11/10         

Date Time Country Event Period Survey Prior 

11/10 09:00 GE CPI (MoM) Sep F 0.0% 0.0%  

11/10 09:00 GE CPI (YoY) Sep F 1.2% 1.2% 

11/10 09:00 GE CPI EU Harmonized (YoY) Sep F 0.9% 0.9%  

11/10 15:30 US Import Price Index (MoM) Sep 0.0% -0.5%  

11/10 17:00 US U. of Mich. Sentiment Oct P 92.0 93.2 

       

Eco Event US Dallas Fed President R. Kaplan speaks in San Francisco (22:00)  
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