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NEWS
• In contrast to the figures for the UK, third quarter GDP data for the 

US released last week, showed that it has emerged from its six-
quarter long recession. The 3.5% annualised growth in the economy  
was mainly driven by consumption and inventories, though the 
return to growth was broad-based. 

• Data from Nationwide Building Society showed that the UK housing
market recovery remained intact in October with house prices 
having risen 0.4% on the month, bringing the yearly increase to 
2.0%. 

• US housing market data was mixed for the second week running. 
House prices at the national level increased for the fourth 
consecutive month in August but, following five consecutive months 
of improvement, new homes sales fell in September.  

• Investor nerves benefited government bonds this week as, following 
mixed data out of the US and Europe, investors fled to the safety of 
government issues.  The better-than-expected US GDP figures also 
added to concerns that the Fed could begin to change its stance 
and aim to raise rates earlier than markets expect. 

• The US dollar and Japanese yen enjoyed a good week as investors 
sought their safe haven status and unwound carry trades.  The 
Norwegian central bank helped its currency to outperform other 
commodity-related currencies as it raised rates by 25bp from a 
record low to 1.5%.

• In equities, markets were lower in all major centres falling most of 
the week; there was a brief respite on the back of better-than-
expected US GDP results that briefly diverted investors’ attention 
away from other data casting doubt on the pace of economic 
recovery. 

VIEWS
• The global recession appears to have ended during Q3 2009; cuts 

in interest rates, falling inflation, a stabilising labour market and 
corporate inventory rebuild, should allow growth to continue to 
improve into 2010.

• Headline prices are expected to continue to deflate for most of 
2009. If sustained, the rise in the oil price could bring a return to 
positive headline inflation forward.

• Market volatility is likely to remain elevated this week as the US 
Federal Reserve (Fed), Bank of England (BoE) and European 
Central bank are all set to deliberate on and announce their latest 
monetary policy decisions. 

Source: Datastream, Henderson Global Investors, as 
at 30 October 2009
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MACRO
In contrast to the previous week’s disappointing figures for the UK, 
national accounts data for the US released last week showed that it 
emerged from its six-quarter long recession during Q3. The 3.5% 
annualised growth in the economy (GDP) was mainly driven by 
consumption (1% contribution from motor vehicles on the back of 
the ‘cash-for-clunkers’ scheme) and inventories (+0.9%), though 
the return to growth was broad-based. The positive contribution to 
quarterly growth from inventories came as a result of a deceleration 
in the rate of destocking. Given moderately positive core household 
spending (+1.8%) and continued positive household income effects
from falling inflation and government transfers going forward, we 
expect the contribution from inventories to continue to accelerate 
as firms restock to meet better-than-expected final demand.

The better-than-expected US GDP print managed to stabilise 
equities, which had been heading for their largest setback since the 
market low in early March; at the same time though, it further 
heightened the sense of market nervousness surrounding the 
potential timing and pace of removal of the extraordinary monetary 
stimulus by central banks. 

Market volatility is likely to remain elevated this week as the US 
Federal Reserve (Fed), Bank of England (BoE) and European 
Central Bank are all set to deliberate on and announce their latest 
monetary policy decisions. Market participants will be watching the 
Fed closely for any signs of unexpected hawkishness as it has 
been signalling for a number of weeks that a change of language in 
its statement may be in the offing. Investors will also be keenly 
watching whether the BoE will extend its asset purchase 
programme (that officially ended last week) on the back of the 
weaker GDP data or opt to take a ‘wait and see’ approach. 

Data from Nationwide Building Society showed that the UK housing
market recovery remained intact in October with house prices rising 
0.4% on the month, bringing the yearly increase to 2.0%. 
Additionally, mortgage approvals increased more than expected 
and non-financial private sector money supply growth – one of the 
BoE’s key gauges in its assessment of its quantitative easing 
programme – continued its modest improvement. 

US housing market data was mixed for the second consecutive 
week. On a positive note, the Case/Shiller index showed house 
prices at the national level increased for the fourth consecutive 
month in August; however, following five consecutive months of 
improvement, new homes sales fell in September to an annualised 
pace of 402,000. As mentioned in last week’s update, supply-
demand dynamics in US housing continue to improve and we 
expect the slow and steady recovery in US house prices to 
continued as excess inventories are worked off and the labour 
market stabilises further.

BONDS & CURRENCIES
Investor nerves benefited government bond markets last week after 
release of more mixed data in the US and Europe. The yield on the 
US 10-year treasury fell 10bp on the week to 3.38% and bund and 
gilt yields were lower by 10bp and 6bp to 3.24% and 3.72% 
respectively. In the currency markets, the US dollar and Japanese 
yen enjoyed a good week as investors sought their safe haven 
status and unwound carry trades - favourable GDP figures in the 
US  and a brief return of risk appetite managed to put only a 
temporary halt on the advance. 

COMMODITIES
Choppy trading and dollar strength culminated in lower prices all 
round: Nymex December West Texas Intermediate was lower by 
2.6% at $77 a barrel and gold dropped 1.8% to $1,046 a troy 
ounce. Copper lost 2.5% to $6,485 a tonne on concerns about 
demand weakness outside Asia. Soft commodity prices were 
generally lower too.

Bond Indices 23 Oct 30 Oct % cge

FTA Government Stocks 2319 2329 0.4

FTA Index-Linked 2489 2501 0.5

JP Morgan Global Govt Bond Index 534 531 -0.6

10-year Bond Yield (%) 23 Oct 30 Oct Forecast 
Dec 2009*

UK 3.78 3.72 4.0

US 3.48 3.38 4.0

Eurozone 3.34 3.24 3.9

Japan 1.36 1.40 1.8

Other 23 Oct 30 Oct Forecast 
Dec 2009*

Interest Rates (%)

UK 0.50 0.50 0.50

US 0-0.25 0.25 0-0.25

Eurozone 1.00 1.00 1.00

Japan 0.10 0.10 0.10

Currencies & 
Commodities

23 Oct 30 Oct Forecast 
Dec 2009*

£/€ 0.92 0.90 0.78

$/£ 1.63 1.65 1.72

$/€ 1.50 1.48 1.35 

¥/$ 91.9 90.5 108

Oil (Brent crude $/barrel)
Gold ($/Troy oz)

77.6
1054

75.3
1046

N/A
N/A

GDP Growth % 2008 2009* 2010*
US 1.1 -2.2 0.7

Japan -0.7 -4.5 1.0

Euro-area 0.7 -3.0 0.5

UK 0.7 -3.0 0.6

G7 0.6 -3.0 0.7

Asia ex Japan 6.4 2.0 4.0

World 2.0 -1.1 1.0

Inflation % 2008 2009* 2010*
US 2.3 0.0 1.0

Japan 1.4 -2.0 -0.5

Eurozone 3.3 -0.3 1.7

UK 3.6 -1.0 1.5

G7 3.1 -0.6 1.8

Asia ex Japan 6.5 0.9 2.7

World 4.7 0.0 2.4

ECONOMIC DATA

* Henderson Global Investors’ Fixed Income team forecast as at 30 October 2009

Source: Datastream, Henderson Global Investors, as at 30 October 2009
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UK EQUITIES
UK stocks dropped and the FTSE 100 Index had its worst 
week (-3.9%) since the start of the rally in March as concern 
mounted that gains may have outpaced prospects for 
earnings growth. The lower finish came even after earnings 
beat estimates and the US government reported better-than-
expected third quarter economic growth. 

The index see-sawed during the week: early on, the banks led 
the fallers with Lloyds at the helm on speculation about the 
size of its expected equity issue and the news of ING’s plans 
to break itself up - a move that could eventually lead to an EU 
ruling potentially damaging to UK banks. Oil giant BP kicked 
off the oil sector’s results season with Q3 figures showing a 
smaller than feared drop in profits - British Gas and Shell 
shares also rose on the back of this news.   

After the FTSE’s worst one day percentage fall on Wednesday 
since the beginning of July (-2.3%), a small rebound on 
Thursday (as markets digested the better-than-expected US 
GDP figures) was followed by a further fall on Friday with 
mining stocks the biggest drag - Xstrata lost 6.8% and 
Vedanta 5.6% on the day.  Drug maker Shire rose 3.6% after 
its Q3 figures beat forecasts and Lloyds shares rose at the 
end of the week after a statement from the bank eased fears 
on an EU-mandated break up of the part nationalised bank.

Mid and small caps: in the mid-cap space, Yell’s share price 
swung up and down as the directories group tried to gain the 
required level of support for its debt plan. National Express 
was in the news on speculation that it was set to launch a 
£350m rights issue that could not take place until takeover 
discussions with rival group Stagecoach had reached a 
conclusion.

In small caps, the Philippines-based gold producer Medusa 
Mining reported record quarterly gold production and upwardly 
revised its full year 2009/2010 production, but despite the 
positive news its shares slid 2.7% in reaction to the sharp falls 
elsewhere in equity markets and erosion of gold prices.  
Shares in Timestrip rose this week as the maker of labels that 
show how long intravenous drips have been in place said the 
NHS Trust would be using its technology. 

OVERSEAS EQUITIES
European markets: European bourses were lower over the 
week with the  FTSE Eurofirst 300 down 3.2%. Amongst the 
casualties was ING whose shares dropped 23.4% after the 
Dutch lender reported on Monday it would be splitting off its 
insurance and investment management operations and raising 
€7.5bn via a rights issue. Other bancassurers fell on concerns 
that they also would have to restructure under pressure from 
the EU.

Although European shares were higher at the beginning of the 
week, led by the energy sector, they hit a three-week low on 
Wednesday hurt by disappointing earnings from Spain's 
Banco Santander, Germany's SAP and the US new home 
sales, which unexpectedly fell in September.  News of better-
than-expected economic growth in the US then helped a 
rebound in prices for Thursday that could not last as poor 
economic news from the region and the US brought a massive 
turnaround on Friday, sending shares into heavy declines not 
witnessed since March (September data showed an increase 
in Eurozone unemployment to 9.7%, the highest since 
January 1999, and a fall in US consumer spending for the first 
time in five months).

MARKET DATA

Equities 23 Oct 30 Oct % cge

UK - FTSE All Share 2689 2585 -3.9

UK - FTSE 100 5243 5045 -3.8

UK - FTSE 250 9324 8886 -4.7

UK - FTSE Small Cap 2918 2792 -4.3

Eurozone - DJ Euro Stoxx 271 257 -5.1

US - S&P 500 1080 1036 -4.0

US – Nasdaq 2154 2045 -5.1

Japan - Topix 902 895 -0.8

Hong Kong - Hang Seng 22590 21753 -3.7

MSCI Emerging Markets (US$) 968 914 -5.6

Consensus EPS Growth % 2009* 
(yoy)

2010*
(yoy)

2011* 
(yoy)

US -4.9 23.8 22.3

Japan n/a 95.7 27.3

Euro-area -25.6 26.9 22.5

UK -34.0 25.6 23.5

Asia ex Japan -3.0 21.3 20.1

MSCI Emerging Markets US$ -5.3 27.5 21.2

Price-to-forward earnings ratio

Source: Datastream, Henderson Global Investors, as at 30 October 2009
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Week ahead Consensus

Monday 2 November ECONOMICS: Eurozone: PMI manufacturing (Oct, F)
UK: PMI manufacturing (Oct)
US: ISM manufacturing (Oct)

Rebound due to national differences
Broadly flat
Modest improvement expected

Tuesday 3 November QUARTERLY RESULTS : Prodesse Investment Ltd., 
Yamana Gold Inc 

ECONOMICS: US Factory orders (Sep)
US: Total vehicle sales (Oct)

Fall in non-durable goods expected
Incentives contribute to higher sales

Wednesday 4 
November

QUARTERLY RESULTS: Endeavour International Corp, 
JD Wetherspoon

ECONOMICS: UK PMI services (Oct)
US: FOMC rate decision

Levelling off
No substantive announcements

Thursday 5 November QUARTERLY RESULTS : Coca-Cola Hellenic Bottling 
Company SA, Lancashire Holdings, Liberty International, 
Millennium & Copthorne Hotels, Old Mutual, Unilever 

ECONOMICS: UK: Industrial production (Sep, mom, yoy)
UK: BoE rates decision and asset purchase target
Eurozone: Retail sales (Sep, mom, yoy)
Eurozone: ECB rates decision
US: Initial jobless claims (31- Oct)

Fall expected
Rates unchanged

Rates unchanged
Small increase

Friday 6 November QUARTERLY RESULTS: Smith & Nephew 
ECONOMICS: Germany Factory orders (Sep, mom, yoy)
US: Change in nonfarm payrolls (Oct)

US Unemployment rate (Oct)

Slowdown after strong gains in previous months 
Decline consistent with the recent moderation in
initial unemployment claims
Rise to highest level since 1983

US markets: US stocks were on a losing streak all week 
culminating in falls of 3-5% across all major indices. The 
Nasdaq Composite index’s fell 5.1%, the S&P 500 dropped 
4.0% and the Dow Jones closed down 2.6%. 

This was the second week in a row of falls in the US markets 
as mixed economic numbers dented optimism. Early in the 
week, stocks lost ground as a strong demand in a US Treasury 
auction and weak consumer confidence numbers reignited 
fears about the economic recovery. Further poor consumer 
spending numbers suggested a slow and protracted recovery -
US consumer spending stalled in September after climbing in 
each of the prior four months, dampening spirits, as the effects
of government stimulus programmes started to wane and data 
on job losses suggested that household spending will be muted 
even as the economic growth has resumed. The technology-
based Nasdaq index was most affected and experienced its 
first monthly fall since February 2009.  

Financials and energy sector shares,  which had witnessed the 
largest gains since the rally began in March, were the top 
losers. Bank of America lost 10.1% and Citigroup shed 8.3%.  
Chevron - the second largest US energy group - saw its shares 
drop 0.2% despite beating Q3 profits expectations.

Asian markets: Asian stocks posted their biggest weekly drop 
in almost a month as commodity prices fell and disappointing 
earnings dampened confidence that the global economy would 
sustain a recovery. The MSCI Asia Pacific Index, which had 
risen seven straight months to September, lost 2.6%. Other 
indices closed lower on the week too, with the Nikkei 225 Index 
down 2.4% and the Hang Seng index down 3.7%.

Stocks were positive early in the week, led by automakers and 
consumer companies, after Toyota Industries reported an 
unexpected profit and the South Korean central bank reported

Source: Datastream, as at 30 October 2009

US equity markets performance YTD

its economy grew at the fastest pace in seven years with Q3 
GDP at 2.9% - the fastest pace since Q1 2002. Japanese 
stocks similarly had a good start on speculation that Chinese 
infrastructure spending will fuel growth for the rail industry and 
as earnings reports added to evidence that companies were 
rebounding from the recession.

But the pattern soon changed and stocks went on a three-day 
decline as raw metal prices fell, Hong Kong introduced 
measures to curtail property speculation and US stock indices 
moved lower. The reprieve for stocks emerged at the end of 
the week, as a surge on US stocks sparked by the US 
economy’s return to growth fuelled a buying spree across Asia.  
The rally, led by exporters, airline industry and computer 
games in Japan,  and by the banking sector reporting good 
results from Chinese lenders in Hong Kong, was not strong 
enough to halt the declines over the week. 
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