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EUROZONE GDP DATA PROVIDES SOME UPLIFT
Eurozone data released this morning gave markets solace with a slight uptick in growth in the region. However the largest concern for us is that in 
the absence of severely detrimental results, politicians will continue to drag their heels on further stimulus. This means Germany narrowly avoiding a 
recession is a bittersweet result.

Elsewhere, the Japanese stock market reached a seven year high amid rumours that Prime Minister Shinzo Abe will call for a snap election this 
weekend. Abe wants a vote of confidence in his radical strategy and another four years to implement his plans. He is emphasising that if re-elected he 
will delay a second consumption tax hike scheduled for October 2015 – the first hike this spring was a major contributor to a seven per cent contraction 
in Japanese GDP in the second quarter. We think more flexibility on policy is desirable given the persistently weak Japanese inflation doesn’t appear to 
be changing any time soon.

UK: BOE PUSHES BACK EXPECTED RATE RISE
In the same week that the government came under fire for proposing deeper spending 
cuts, the Bank of England has revealed it expects inflation to fall under one per cent. 

The BoE also say they now expect interest rate rises much later, and probably only next Autumn. 
All things considered we would not be at all surprised if this gets pushed even further back, 
given the continued weakness in neighbouring Europe.

Analysts now expect the US, not the UK, to be the first major economy to raise interest rates. 
The case for rates to increase here has been all but quashed by low inflation and poor economic 
performance in Europe. Although, as the tabloids were quick to sensationalise, wage growth 
was ahead of inflation in September for the first time since 2009. This may eventually feed into 
growing consumption and inflation, but not for a while yet.
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EU: RUSSIA-UKRAINE TENSIONS RESURFACE
Pushing aside the weak GDP figures, tensions between Russia and Ukraine appear to 
have been reignited after NATO reported armoured Russian troop activity crossing the 

border. Calls for further sanctions have begun, which should not be glossed over too quickly. 
German business confidence has taken a hit from weaker exports to Russia, and Putin retains 
the ability to strangle the natural gas supply to Europe.

The power struggle continues to take its toll on Russia’s state of affairs. The central bank’s 
steps towards allowing the currency to float freely, with exchange rates set by the markets, have 
resulted in a severe depreciation versus the dollar and threaten a collapse in financial stability 
in the country, which would undoubtedly have ramifications for the rest of Europe.

COMMODITIES: OIL PRICE CONTINUES TO FALL
Oil prices hit their lowest levels in four years on Thursday as global supply and 
demand factors continued to drive down the price.  Highlighting the rate of decline, 

West Texas Intermediate crude spot prices have fallen by more than 30% since June, and the 
price of Brent crude crossed below $77 a barrel.

This bodes well for energy-intensive industries and the consumer once lower fuel costs are 
passed on. However, as projections for revenues begin to slip for oil majors, so too will plans 
for expansion. Cost cutting is only a natural response, and may well weed out some of the 
less efficient producers. The problem arises in the medium term: should demand pick up and 
insufficient investment leads to underproduction, prices could just as easily trend upwards in 
a similar fashion.
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