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CENTRAL BANKS PROP UP MARKETS
There was mostly good news this week, capped off with markets reacting well to the ECB president claiming that he’s green lit to prop up the ailing 
Eurozone. While the increasing need for central bank action is actually a very negative indicator, such things stopped mattering to stock markets some 
time ago; with the news providing a welcome rally to end a turbulent week.

Elsewhere a Republican victory in the midterm elections in the US caused stocks to rally, a surprising reaction that caused us to question what the 
US Senate actually does. The main event for the week has come right at the end, with the US unemployment statistics that were published today; 
employment growth was even stronger than expected with the unemployment rate hitting a six year low. Usually these numbers are inflated by large 
numbers of people retiring thanks to the aging of the baby boomers rather than new jobs being created, these figures buck that trend and show more 
people joining the workforce. While wages have remained static, there is increasing belief that demand for workers will see that rise soon too. 

UK: FALLING OIL PRICE FEEDS INTO PETROL
Leading petrol retailers and supermarkets have responded to a Government warning 
over not passing on recent falls in the cost of crude oil, by announcing they would 

knock a penny off the price of unleaded and diesel. The cost of petrol will reach its lowest point 
in almost four years this weekend. 

The price cuts can be viewed as more than just good news for motorists. Falling fuel costs 
represent a boost in real incomes providing a stimulus to the whole economy. If people use this 
windfall to boost consumption as we head towards Christmas, a large increase in retail sales 
could result in annual sales soaring above £2.3 billion this year, more than making up for the 
current slump blamed on the warm weather reducing demand for woolly jumpers. 
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EU: ECB REVEALS FURTHER SUPPORT PLANS
This week the ECB’s governing council has provided support to Mario Draghi for his 
plan to inject €1 trillion of new money into the market over the next two years. Draghi 

hopes the liquidity boost will refloat the Eurozone economy and stave off stagnation.  It is hoped 
too that the move to full QE will rescue the single currency bloc from the risk of the Japanese-
style deflation, and weaken the euro hopefully boosting exports. 

The ECB is gambling on markets believing they have what it takes to see this through and that it 
is serious about returning inflation to its target of just below 2 per cent. Many are unconvinced, 
not least because there might not be enough bonds for the bank to buy without it changing 
policy – something that would be difficult to pull off politically. 

CHINA: REVISITING THE LI KEQIANG INDEX 
As China’s economy continues to cool, many analysts struggle to predict the extent 
of the slowdown due to the questionable nature of Chinese GDP statistics. Even the 

Chinese Premier Li Keqiang once described China’s GDP figures as “manmade” and claimed to 
focus on three indicators; electricity, industrial and freight volumes instead. 

Using these stats the picture is a little clearer. Electricity consumption has improved recently 
following record lows over the summer, but this mostly looks like a cyclical adjustment and 
doesn’t provide much hope. This is backed up by Freight falling 6.2 per cent from a year earlier 
in September. These indicators not unsurprisingly tell us that Chinese growth may not have 
been as a strong as the GDP figures illustrate. While these numbers might be more accurate, 
they only serve to reinforce the trend seen in official statistics that lower growth rates look here 
to stay. 
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THE MARKETS THIS WEEK
FTSE 100

+0.70
S&P 500
+1.83%

Nikkei 225
+7.81%

Hang Seng
-1.87%

Dax 30
+0.64%

CAC 40
-0.35%
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-2.81%
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+4.57%
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