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Want to be Surprised?!  Start Tracking Financial Markets 

Fadi Nasser (SVP – Head of Treasury Sales) 

  

At a time when many traders start looking to wind down positions as the year comes to an end, central bankers 
continue delivering surprises!  
 
Over the past 10 days alone, we have had a dovish surprise from the European Central Bank, a surprise rate cut 
from China and hawkish surprises from the US Federal Reserve and the Bank of Japan!  
 
All these unexpected developments are summarized below: 
 

- The European Central Bank (ECB) left monetary policy unchanged at its October 22nd meeting, as the 
ECB President Mario Draghi said the central bank will investigate fresh stimulus to boost the economy 
and that options include a further reduction in the deposit rate (currently at -0.20%). “The degree of 
monetary-policy accommodation will need to be reviewed at our December meeting when new 
macroeconomic projections will be available,” Draghi said. “We want to be vigilant, as people used to say 
in the old times”. One factor officials must weigh is the timing of the Federal Reserve’s first increase in 
interest rates since 2006. Draghi and his colleagues frequently say the ECB and Fed are on diverging 
paths: Should the U.S. central bank delay tightening because of the slowing global economy, that would 
put upward pressures on the euro currency, in turn compelling the ECB to ease further. 

 
- The US Federal Reserve - as widely expected – left rates unchanged at its October 28th FOMC meeting. 

However the Fed did take a step back towards possibly hiking at the December 16th meeting by 
removing one of the additional barriers it inserted in September. By omitting the reference to “global 
economic and financial market developments could restrain activity and put downward pressure on 
inflation”, the Fed sounds less concerned about the global and financial backdrop than in September, 
although it continued stating that it was “monitoring” global economic and financial conditions. Also, 
the statement left the Fed’s assessment of economic growth intact at “moderate”, at a time many 
market analysts felt there was a chance that this would be downgraded to modest following the Beige 
book and a string of largely disappointing data releases. There remained one dissenter (Richmond Fed 
President Jeffrey Lacker) in favor of an immediate rate hike. The Fed is still looking to see “some” further 
improvement in the labor market and “reasonable” confidence that inflation is moving back to target 
before it starts raising rates (October job and inflation reports will be released on November 6th and 17th 
respectively). 
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- Chinese policymakers cut interest rates on October 30th and took further measures to support lending 
as policymakers stepped-up efforts to stimulate the economy. The People's Bank of China said the 
country's benchmark one-year lending rate would be cut by 0.25% to 4.35%, while the one-year deposit 
rate will also drop to 1.5% from 1.75% (all changes effective Saturday 31st October). Additionally, the 
PBoC cut the reserve requirement ratio (RRR) for all banks by 50 basis points to 17.5%, with an extra 50 
basis point reduction for some lenders. Global stock markets were bolstered by the move, which 
analysts said was a sign that the world's second largest economy was doing more to meet its growth 
target of "about 7%" this year. Official figures this week showed China grew at the slowest pace in six 
years in the third quarter. Gross domestic product (GDP) rose by 6.9% between July and September 
compared with a year earlier. While this was higher than the 6.8% forecast by economists, it 
represented the weakest expansion since early 2009. China has now cut rates six times since last 
November. 
 

- The Bank of Japan (BoJ) refrained from action - at is monetary policy meeting on October 30th - voting 
instead by a majority (8-1) to keep the current pace of annual asset purchases as is at ¥80tn. The BoJ’s 
decision came despite another fall in prices in Japan. Headline inflation slowed two-tenths in September 
to 0.0% yoy (as expected) and to the lowest level now since May 2013. The core (ex-fresh food) stayed 
at -0.1% yoy and the core-core (ex food and energy) rose one-tenth to +0.9% yoy. BOJ Governor 
Haruhiko Kuroda defended the decision to keep policy unchanged, saying that the central bank is not 
losing credibility and that its actions so far - implementing an unprecedentedly large monetary stimulus 
program - are having the intended effects. The timing of reaching the inflation target – which past 
postponed – highly depends on oil, Kuroda told reporters in Tokyo. He also reiterated that the BOJ 
would not hesitate to adjust policy if necessary.  
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Disclaimer 

It is important that you only use this report if you are the intended recipient of this report and you have satisfied yourself that 

you are eligible to receive such information. This report is provided to you because you are one of our esteemed customers and have 

previously shown interest in receiving the type of information contained in this report.   

 

The Treasury and Investment Management department of Gulf International Bank B.S.C. ("GIB") have compiled the information in this 

report.  GIB is incorporated in the Kingdom of Bahrain and is licensed by the Central Bank of Bahrain (the "CBB") as a conventional 

wholesale bank.  GIB's head office is located at Al-Dowali Building, P.O. Box 1017, 3 Palace Avenue, Manama, Kingdom of Bahrain.  

 

This report is intended for the accredited investors, as defined in the Investment Business Code of Conduct published by the CBB. 

This information has not been reviewed by the CBB or any other regulatory authority in any jurisdiction and neither CBB nor any 

other regulatory takes any responsibility for the correctness or accuracy for the information contained in this report.  

 

The information contained herein is not directed at or intended for use by any person resident or located in any jurisdiction where 

(1) the distribution of such information is contrary to the laws of such jurisdiction or (2) such distribution is prohibited without 

obtaining the necessary licenses or authorizations by the relevant branch, subsidiary or affiliate office of GIB and such licenses 

or authorizations have not been obtained.  The recipient of such information is responsible for ensuring that this information has 

not been received by it in breach of laws and regulations of any jurisdiction.  

 

This report contains publicly available information only, which has only been complied by GIB. The information provided herein is on 

"as is" and "as available" basis and without representation or warranty of any kind.  GIB hereby disclaims any representation or 

warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, fitness for any particular purpose or 

non-infringement of any of such information.  In no event shall GIB or its subsidiaries, affiliates, shareholders or their  

directors, officers, employees, independent contractors, agents and representatives (collectively, "GIB Representatives") be liable 

(1) for any inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting there from, or 

(2) for any direct, indirect, incidental, special, compensatory or consequential damages arising from any use of information or 

arising from any error (negligent or otherwise) or other circumstance or contingency within or outside the control of GIB or any GIB 

Representative, in connection with or related to obtaining, collecting, compiling, analyzing, interpreting, communicating, 

publishing or delivering any such information. The information here is, and must be construed solely as, compilation of information 

(unless expressly stated otherwise) and not statements of fact as to credit worthiness or recommendations or opinions of GIB.   

 

This report does not provide individually tailored investment advice. Any materials contained herein have no regard to the specific 

investment objectives, financial situation or particular needs of any specific recipient.  The document is provided for information 

purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. 

GIB makes every effort to use reliable, comprehensive information, but we do not represent that it is accurate or complete.  No 

representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the 

materials, nor are they a complete statement of the securities, markets or developments referred to herein.  Recipients should not 

regard the materials as a substitute for the exercise of their own judgement.  Any opinions are subject to change without notice and 

may differ or be contrary to opinions expressed by other business areas or groups of GIB as a result of using different assumptions 

and criteria.  GIB is not under any obligation to update or keep current the information contained herein. 

 

The value of, and income from, your investments may vary because of changes in interest rates or foreign exchange rates, securities 

prices or market indexes, operational or financial conditions of companies or other factors.  Past performance is not necessarily a 

guide to future performance.  Estimates of future performance are based on assumptions that may not be realised.   

 

The information contained in this report is just for informational purposes.  Information does not constitute a solicitation, an 

offer, or a recommendation to buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of 

any kind whatsoever.  GIB does not intend to provide investment, legal or tax advice through this report and does not represent that 

any securities or services discussed are suitable for any investor.  When making a decision about your investments and business, you 

should seek the advice of professional advisors. 

 

The report may contain statements that constitute "forward looking statements".  While these forward looking statements may 

represent GIB’s judgment and future expectations, a number of risks, uncertainties and other important factors could cause actual 

developments and results to differ materially from GIB’s expectations.  GIB is under no obligation to (and expressly disclaims any 

such obligation to) update or alter its forward-looking statements whether as a result of new information, future events, or 

otherwise.  The historical information is provided for information purposes only.  Performance figures are calculated before tax (if 

any) and after deducting ongoing fees and expenses.  The performance figures are historical and past performance is not necessarily 

an indication of future results.  Certain amounts (including %ages) included in this document may have been subject to rounding 

adjustments.  Accordingly, figures may not be an exact arithmetic aggregation of the figures to which they relate. The values and 

forecasts shown represent our current indicative valuations and forecasts of the relevant transactions, currencies, interest rates, 

commodities or securities as at the date shown. Any value or forecast shown herein is not an indicative price quotation. We 

expressly disclaim any responsibility for the accuracy of the values or forecasts shown, any errors or omissions in the report 

 

With the exception of information regarding GIB and save as otherwise specifically indicated, the information set out in this report 

is based on public information. We have, where possible, indicated the primary source of information.  We strongly recommend the 

recipients consult the primary source of information. Facts and views in this report have not been reviewed by, and may not reflect 

information known to, professionals in other GIB business areas.  

  

This Report, and the information contained herein (save to the extent that such information is publicly available) is confidential 

and may not be disclosed by you to any other person outside of your organization without our consent. 

 

GIB retains all right, title and interest (including copyrights, trademarks, patents, as well as any other intellectual property or 

other right) in all information and content (including all text, data, graphics and logos) in this document.  All recipients must 

not, without limitation, modify, copy, transmit, distribute, display, perform, reproduce, publish, license, frame, create derivative 

works from, transfer or otherwise use in any other way for commercial or public purposes in whole or in part any information, text, 

graphics, images from this document (excluding publicly available information) without the prior written permission of GIB. 


