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CENTRAL BANKS DRIVE MARKETS ONCE AGAIN
Chinese stocks were boosted on Friday as the central bank cut rates for the first time in two years, and the effects were felt on the miners listed 
in London. The move as a response to the string of disappointing data which weighted on market sentiment this week: property prices and factory 
manufacturing output both fell. This had overshadowed the launch of the Shanghai-Hong Kong Stock Connect, which will grant investors in one market 
the ability to purchase stocks listed on the other. This frees up domestic Chinese investors to purchase international companies listed in Hong Kong, 
in another exciting move towards liberalising the Chinese financial system. Like the rate cut, it offers some cause for optimism about the country’s 
markets.
Europe was also given hope, after ECB president Mario Draghi hinted he wanted to take further action in the New Year to raise inflation – widely 
understood to mean QE. This has already driven the Euro lower and European stocks higher, but can only compound pressure on policymakers to take 
action. 

UK: GROCERY SALES FALL FOR FIRST TIME IN 20 YEARS
Grocery sales in the UK fell for the first time in 20 years. The value of goods sold 
dropped by 0.2 per cent in the 12 weeks to 9 November compared with the same 

period a year earlier. This is a consequence of the price wars that have ravaged investor 
confidence in the big supermarkets, and contributed to another weak inflation figure.  

In fact, October’s 1.3 per cent number for inflation came in slightly higher than the previous 
1.2 per cent, but the marginal rise was mainly due to transport costs falling less in the month. 
Inflation below target is likely to reinforce the Bank of England’s determination to keep the base 
rate at 0.5 per cent.
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JAPAN: ECONOMY FALLS BACK INTO RECESSION
Another poor growth figure has tipped the Japanese economy back into recession. 
The GDP data was far worse than the 2.2 per cent growth expected, showing a 

quarter-on-quarter contraction of 1.6 per cent on an annualised basis. Although this is far 
better than result in the second quarter, after the controversial raising of the sales tax, it poses 
deep concern for those who are predicting a rebound.  

However, some positives can still be taken: the decision by Prime Minister Shinzo Abe to call 
for snap elections has been well received, with the main aim being to delay a further tax hike. 
The idea that another hike would occur even if Abe was not re-elected seems absurd, given the 
economy is still reeling from the first. In Japan, political optimism was buffed by growing export 
strength, which helped to reduce Japan’s trade gap in October.

US: EXCHANGE TRADING STABILITY RULES RELEASED 
Parts of the US’ North-East came under a battering by snow storms this week in 
scenes all too reminiscent of last year’s polar vortex – which was attributed to much 

of the slowdown in first quarter growth. However the storms are soon expected to subside 
and our eyes turn back to the financial system. The Securities and Exchange Commission 
has begun releasing fresh rules focusing on the stability of exchange trading. The risks posed 
by high-frequency automated trading, operated by ‘smart’ algorithms are nothing new, but a 
recent flash crash which saw Home Depot lose $12bn off its total market value during Tuesday, 
reaffirmed the need for tighter regulation.

 In the past, algorithmic trading has raised scepticism  when the likes of Knight Capital lost 
roughly $440m in 2012, during 30 minutes of erroneous trading from software glitches. New set 
of rules will replace the current voluntary compliance systems and focus on systems testing and 
reporting. This may not solve the problem entirely but certainly is a step in the right direction.
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