
Stocks rise as US inflation eases
Global stock markets rallied last week as lower-than-
expected US inflation raised hopes the Federal Reserve 
would slow its pace of interest rate hikes.

The S&P 500 rose 5.9% to mark its best week since 
June. Technology stocks performed particularly strongly, 
helping the Nasdaq surge 8.1%. 

Signs of easing US inflation also boosted stocks in 
Europe and Asia, with Germany’s Dax and Japan’s Nikkei 
225 advancing 5.7% and 3.9%, respectively. China’s 
Shanghai Composite added 0.5%, with gains held back 
by the first decline in Chinese exports for two years.

The FTSE 100 was the weakest performer among the 
major indices, declining 0.2% on the back of disappointing 
UK gross domestic product (GDP) numbers. 

Last week’s market performance*

•	 FTSE 100: -0.23%

•	 S&P 500: +5.90%

•	 Dow: +4.15%

•	 Nasdaq: +8.10%

•	 Dax: +5.68%

•	 Hang Seng: +7.21%

•	 Shanghai Composite: +0.54%  

•	 Nikkei: +3.91%

* �Data from close on Friday 4 November to close of business on 
Friday 11 November. 

Investors look ahead to autumn statement

The FTSE 100 started this week in the green, rising 0.9% 
on Monday (14 November) as investors looked ahead 
to UK chancellor Jeremy Hunt’s autumn statement on 
Thursday. Hunt is expected to announce a range of tax 
increases and spending cuts to help plug a hole in the 
public finances. In economic news, data from Rightmove 
showed the average UK house price declined by 1.1% in 
November following a 0.9% increase the previous month.

US stocks fell on Monday following reports that 
e-commerce giant Amazon is considering laying off 
10,000 employees – roughly 1% of its global workforce. 
The S&P 500 slipped 0.9% and the tech-heavy Nasdaq 
lost 1.1%.

The FTSE 100 was up 0.2% at the start of trading on 
Tuesday, as investors digested the latest labour market 
data from the Office for National Statistics (ONS). The 
unemployment rate was an estimated 3.6% in July 
to September, 0.2 percentage points lower than the 
previous three-month period and 0.4 percentage points 
below pre-pandemic levels.

US inflation lower than expected

Last week’s economic headlines were dominated by 
the surprise drop in US inflation. The headline CPI rose 
by 7.7% year-on-year in October – the slowest rate 
since January and below the 8.0% figure expected by 
economists. On a monthly basis, the CPI rose 0.4%, 
below expectations of around 0.6%.

US headline CPI
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Even more encouraging was an easing in core inflation, 
which strips out food and energy prices. This fell back 
to an annual rate of 6.3% from a 40-year high of 6.6% in 
September. Shelter was the dominant factor driving core 
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CPI, rising by 0.8% month-on-month in October – the 
biggest increase in over 32 years. When food, energy and 
shelter are stripped out, the CPI declined by 0.1% from the 
previous month.

Following the release of the data, several Federal Reserve 
officials appeared to signal their support for a slower 
pace of interest rate hikes. Patrick Harker, president 
of the Philadelphia Fed, was quoted in the Financial 
Times as saying: “In the upcoming months, in light of 
the cumulative tightening we have achieved, I expect we 
will slow the pace of our rate hikes as we approach a 
sufficiently restrictive stance.” And Lorie Logan, president 
of the Dallas Fed, said: “While I believe it may soon be 
appropriate to slow the pace of rate increases so we can 
better assess how financial and economic conditions are 
evolving, I also believe a slower pace should not be taken 
to represent easier policy.”

But consumer sentiment remains low

On a less positive note, a report on Friday showed 
US consumer sentiment fell in November to its lowest 
level since July. The University of Michigan’s preliminary 
reading dropped to 54.7 from 59.9 the previous month. 
Economists polled by Reuters had forecast a reading of 
59.5. One-year inflation expectations edged up to 5.1% 
from 5.0% in October, while buying conditions for durable 
goods fell 21% due to high interest rates and continued 
high prices. 

“Instability in sentiment is likely to continue, a reflection 
of uncertainty over both global factors and the eventual 
outcomes of the election,” said survey director Joanne Hsu.

UK economy shrinks in third quarter

Here in the UK, figures released on Friday showed UK 
GDP shrank by 0.2% in the third quarter, marking the 
first quarterly decline since the start of 2021. Output 
slowed in services, production and construction, while real 
household expenditure declined by 0.5% as prices soared. 
GDP in September alone fell by 0.6%, although the ONS 
noted that data for the month was affected by the bank 
holiday for the state funeral of HM Queen Elizabeth II. 

Regardless, it leaves the UK economy, unlike its developed 
European peers, smaller than it was before the pandemic. 

The data came a week after the Bank of England warned 
the UK was heading for its longest recession since records 
began a century ago. GDP is expected to continue falling 
through 2023 and into the first half of 2024.

Chancellor Jeremy Hunt said he would try to make any 
recession “shallower and quicker” than predicted, adding 
that there is “a tough road ahead”.

Eurozone facing imminent recession

The eurozone and most EU countries are also heading 
for an imminent recession, according to the European 
Commission. EU economy commissioner Paolo Gentiloni 
said at a press conference that the economic situation 
had “deteriorated markedly” and the eurozone was 
heading into two consecutive quarters of contraction – the 
technical definition of a recession. 

The commission said that while GDP growth in the EU 
is likely to be better than expected this year – at 3.3% 
rather than 2.7% – a weaker external environment and 
tighter financing conditions are expected to tip the EU, 
the euro area and most member states into a recession 
in the last quarter of the year. “As inflation keeps cutting 
into households’ disposable incomes, the contraction of 
economic activity is set to continue in the first quarter of 
2023,” the commission added. “Growth is expected to 
return to Europe in spring, as inflation gradually relaxes its 
grip on the economy.”

To view the latest Markets in a Minute video click here.
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The value of investments, and any income from them, can fall and you may get back less than you invested. Neither 
simulated nor actual past performance are reliable indicators of future performance. Performance is quoted before 
charges which will reduce illustrated performance. Investment values may increase or decrease as a result of currency 
fluctuations. Information is provided only as an example and is not a recommendation to pursue a particular strategy. We 
or a connected person may have positions in or options on the securities mentioned herein or may buy, sell or offer to 
make a purchase or sale of such securities from time to time. In addition, we reserve the right to act as principal or agent 
with regard to the sale or purchase of any security mentioned in this document. For further information, please refer to 
our conflicts policy which is available on request or can be accessed via our website at www.brewin.co.uk. Information 
contained in this document is believed to be reliable and accurate, but without further investigation cannot be warranted 
as to accuracy or completeness. Opinions expressed in this publication are not necessarily the views held throughout 
RBC Brewin Dolphin. Forecasts are not a reliable indicator of future performance.

RBC Brewin Dolphin is a trading name of Brewin Dolphin Limited. Brewin Dolphin Limited is authorised and regulated by the Financial Conduct 
Authority (Financial Services Register reference number 124444) and regulated in Jersey by the Financial Services Commission. Registered Office; 
12 Smithfield Street, London, EC1A 9BD. Registered in England and Wales company number: 2135876. VAT number: GB 690 8994 69 
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