
EQUITIES RISE AMID TRADE TRUCE

A ‘mini’ truce on trade
The US and China reached another truce in their trade war, agreeing to 
a three-phase process aimed at resolving matters. Phase 1 is due to be 
completed in mid-November and includes the suspension of tariffs that 
were due to be implemented by the US on 15 October. In return, China has 
agreed to increase US agricultural imports by $40–50bn p.a. over a two-
year period, as well as opening up its financial industry to more overseas 
investment. Other areas of dispute are also set to be discussed in the 
current round of talks, although these will not necessarily be fully resolved 
by the time phase one is concluded. Phases two and three are expected to 
tackle more contentious issues, and will take place at a later date. While a 
full and comprehensive trade deal incorporating all three phases may not 
be completed until after the US presidential election next year, investors 
believed the most recent steps have helped remove the immediate threat 
to global growth from the imposition of any new tariffs.

Another Brexit deadline passes
The EU and UK eventually agreed a new withdrawal treaty to facilitate 
the UK’s exit from the EU, but Prime Minister Boris Johnson failed to 
get the deal through parliament before 31 October. The EU granted 
an extension of Article 50 until 31 January, and parliament agreed that 
12 December would be the date for a general election. Polls currently 
indicate that the Conservative Party will win a clear majority in the 
election. If the Conservatives did end up with a majority in the new 
parliament, the House of Commons would be expected to pass the new 
withdrawal treaty, enabling the UK to officially leave the EU at the end 
of January 2020. As a result, the worst-case outcome (from an economic 
perspective) of the UK crashing out of the EU without a deal now seems 
less likely.

Third 2019 Fed rate cut
As expected, the US Federal Reserve cut interest rates for a third time 
this year by 25 basis points (bps). Policymakers indicated, however, that 
rates are now on hold, and that a material change in data flow would be 
required for interest rates to be moved in either direction. Elsewhere, 
the Bank of Japan left policy unchanged, although its guidance was 

Global equities rose in October, benefiting from improving sentiment around global growth and 
a better-than-expected third-quarter earnings reporting season. A ‘mini’ trade deal between the 
US and China helped to calm fears of a trade-related slowdown, while in the UK, the imminent 
threat of a ‘no deal’ Brexit was removed. Tentative signs that the global manufacturing sector was 
stabilising suggested that the industrial side of the economy could be close to a trough. In response 
to better economic sentiment, Eurozone sovereign bonds declined, while yields rose.

Source: ILIM, Bloomberg. Data is accurate as at 1 November 2019
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more dovish; it indicated rates would be maintained at current or lower 
levels for as long as necessary to maintain momentum towards its 
inflation objectives. President Draghi’s last meeting as president of the 
European Central Bank (ECB) was relatively uneventful following the 
package announced at the previous meeting. However, minutes for the 
September meeting and subsequent commentary by council members 
highlighted the divergence in views around future policy decisions. This 
has raised concerns regarding the ability of the ECB to provide further 
stimulus if required.   

Economic data improves
While growth concerns eased in October due to progress on the trade 
and Brexit issues, economic news flow was generally soft, particularly in 
the early part of the month. Stability in the global purchasing managers’ 
index (PMIs) later in the month was a positive development, suggesting 
the manufacturing sector could be close to a trough. In the US, the ISM 
manufacturing index fell to 47.8, its lowest level since 2009, while the 
non-manufacturing index fell -3.8 to 52.6. 



MARKET ROUND-UP
Equities
The MSCI AC World equity index rose 2.0% (0.4% in euro terms). 
Japanese equities rose 4.9% (2.5% in euro terms) as economic data 
exceeded expectations and the negative impact from the recent VAT hike 
seemed less than anticipated. Emerging markets rose 3.0% (1.8% in euro 
terms), as trade concerns eased while US dollar weakness was a positive 
influence. The UK underperformed, falling -2.1% (+0.5% in euro terms), 
despite progress on the Brexit front. The resultant strength in sterling was 
negative for UK companies, which have a relatively large international 
sales exposure. Europe also lagged, rising 1.4% (1.0% in euro terms) as 
economic data was generally soft, while lingering questions over the level 
of additional policy space left for the ECB also acted as a drag.

Bonds
Eurozone >5-year bonds fell -1.5%, as the German 10-year yield rose 
to -0.41% on the back of easing global growth concerns which drove 
global yields higher. Italian and Spanish 10-year spreads against Germany 
narrowed to 133bps and 65bps, respectively, in anticipation of the ECB 
restarting asset purchases in November.

Currencies and commodities
The euro rose to 1.1146 against the US dollar, with the dollar weakening on 
the back of declining global growth fears. Meanwhile, concerns over the 
potential limits on the scale of further ECB policy easing also contributed 
to the euro’s strength. Commodities rose 1.2% (-1.1% in euro terms). 
West Texas Intermediate (WTI) oil rose slightly by 0.2%. Metal prices were 
generally firmer on the back of the improved growth sentiment and the 
weaker US dollar, which tends to be positive for commodities. Copper 
rose 1.3%, supported by tensions in Chile, while gold rose 2.8%. 

MARKET SNAPSHOT 
Market returns (EUR)

Equity Markets (EUR)
MTD Return 

(%)
YTD Return 

(%)
2018 Return 

(%)

MSCI Ireland 4.77 27.99 -21.24

MSCI United Kingdom 0.46 16.04 -9.77

MSCI Europe ex UK 1.01 22.88 -10.10

MSCI North America -0.27 26.24 -0.41

MSCI Japan 2.46 19.82 -8.17

MSCI EM (Emerging Markets) 1.85 13.45 -9.92

MSCI AC World 0.42 22.90 -4.34

10-Year Yields
Yield Last 

Month (%)
2018 Yield 

(%)
2017 Yield 

(%)

US 1.69 2.68 2.41

Germany -0.41 0.24 0.43

UK 0.63 1.28 1.19

Japan -0.13 0.00 0.05

Ireland 0.01 0.90 0.67

Italy 0.92 2.74 2.02

Greece 1.16 4.40 4.12

Portugal 0.17 1.72 1.57

Spain 0.24 1.42 1.57

FX Rates Current 2018 Rates 2017 Rates 

US Dollar per Euro 1.11 1.15 1.20

British Pounds per Euro 0.86 0.90 0.89

US Dollar per British Pounds 1.29 1.28 1.35

Commodities (USD)
MTD Return 

(%)
YTD Return 

(%)
2018 Return 

(%)

Oil (WTI) 0.20 19.31 -24.84

Gold (Oz) 3.35 18.22 -2.14

S&P Goldman Sachs  
Commodity Index

1.24 9.96 -11.34

Source: ILIM, Bloomberg. Data is accurate as at 1 November 2019

Source: MSCI. The MSCI information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used as a basis for or a component of any 
financial instruments or products or indices. None of the MSCI information is intended to constitute 
investment advice or a recommendation to make (or refrain from making) any kind of investment 
decision and may not be relied upon as such. Historical data and analysis should not be taken as an 
indication or guarantee of any future performance, forecast or prediction. The MSCI information 
is provided on an “as is” basis and the user of this information assumes the entire risk of any use 
made of this information. MSCI, each of its affiliates and each other person involved in or related to 
compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly 
disclaims all warranties (including, without limitation, any warranties of originality, accuracy, 
completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) 
with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI 
Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, 
without limitation, lost profits) or any other damages. (www.msci.com)
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THE MONTH AHEAD
Economic data and political events to watch

Economic data releases

1 November US non-farm payrolls 

Germany’s manufacturing PMI (October, final)

5 November US balance of trade (September)

7 November Bank of England’s interest-rate decision

8 November Germany’s balance of trade (September) 

China’s balance of trade (October) 

12 November Germany’s ZEW economic sentiment survey (November)

Equity markets have rebounded strongly in the year to date, reaching new all-time highs in late October as the recession fears evident 
at the end of 2018 receded. The main contributor to equity-market gains has been the policy pivot evident among global central banks, 
driven in particular by the US Fed. In terms of the outlook for equity markets over the next 12 months, much will depend on developments 
in the global economy, the level of monetary policy support provided by global central banks, and the potential for the introduction of 
fiscal stimulus. 

Global growth exceeded expectations in quarter one at 3.0% annualised. However, recent weakness in activity and sentiment readings 
suggests that growth over the rest of 2019 will be slower. Growth in the second half of the year is expected to be close to 2.3%, well below 
the long-term trend of 2.7%. Growth in 2020 is expected to be just 2.5%, towards the bottom end of the range evident since the economic 
recovery from the global financial crisis. 

Overall, current absolute valuation levels, combined with risks of earnings downgrades in 2020, mean that upside in equity markets 
appears to be limited for the moment. With the US Fed suggesting the recent period of looser policy has come to an end, and increasing 
doubts over the ECB’s ability to provide additional stimulus, monetary policy may not be as supportive as it has been through much of this 
year. Support for equities, however, is evident from a relative valuation basis, with equity dividend yields still very attractive compared to 
bonds and cash. Recent improvements in sentiment related to positive developments in the trade war and Brexit have also helped reduce 
some of the downside risks to global growth and in equity markets. 
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Source: ILIM, Trading Economics. Data is accurate as at 1 November 2019

Political events

10 November Spain’s general election

13 November US core inflation rate

14 November Euro Area GDP growth rate quarter two (estimate)

15 November US retail sales (October)

20 November US Federal Open Market Committee’s meeting minutes 

21 November Euro Area consumer confidence (November, flash)

25 November GfK consumer confidence (December)

27 November US GDP growth rate quarter three (second estimate)



CONTACT US

PHONE: (01) 704 1200
FAX: (01) 704 1918
WEBSITE: www.ilim.com
WRITE TO: Irish Life Investment Managers, Beresford Court, Beresford Place, Dublin 1

Irish Life Investment Managers is regulated by the Central Bank of Ireland. Irish Life Investment Managers Limited is registered as an Investment 
Adviser with the Securities and Exchange Commission (the “SEC”). Irish Life Investment Managers Limited holds an International Adviser Exemption 
in Manitoba and Ontario pursuant to NI 31-103. This material is for information only and does not constitute an offer or recommendation to buy 
or sell any investment and has not been prepared based on the financial needs or objectives of any particular person. It is intended for the use of 
institutional and other professional investors.

This is intended as a general review of investment market conditions. It does not constitute investment advice and has not been prepared based on the financial needs 
or objectives of any particular person, and does not take account of the specific needs or circumstances of any person.

The author cannot make a personal recommendation for any person and you should seek personal investment advice as to the suitability of any investment decision or 
strategy to your own needs and circumstances. Any comments on specific stocks are intended as an objective, independent view in relation to that stock generally, and 
not in relation to its suitability to any specific person.

ILIM may manage investment funds which may have holdings in stocks commented on in this document. Past performance may not be a reliable guide to future 
performance. Investments may go down as well as up. Funds may be affected by changes in currency exchange rates. Irish Life Investment Managers Limited is 
regulated by the Central Bank of Ireland.

Figures referenced herein have been sourced from ILIM and Bloomberg. Forecast figures have been prepared by ILIM based on reasonable assumptions, internal data 
and data sourced from Bloomberg.


