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 Bunds made losses as Bank of France Governor Villeroy suggested that 
interest rates should continue to increase for as long as underlying price 
pressures are rising, and German IP data beat expectations.  

 Gilts made more sizeable losses amid lower demand at the BoE’s second 
gilt selling operation.  

 Tuesday will bring euro area retail sales for September and a UK retail 
sales survey for October.   
 

Daily bond market movements 

Bond Yield Change 

BKO 0.4 09/24 2.164 +0.052 

OBL 1.3 10/27 2.199 +0.036 

DBR 1.7 08/32 2.316 +0.027 

UKT 1 04/24 3.208 +0.131 

UKT 1¼ 07/27 3.519 +0.097 

UKT 4¼ 06/32 3.618 +0.081 

*Change from close as at 4:30pm GMT. 
Source: Bloomberg 

Euro area 

German IP beat expectations in September, but sideways trend maintained in Q3 

At face value, today’s German IP data beat expectations, with real-terms production up 0.6%M/M in September compared to 
the median forecast on the Bloomberg survey of 0.1%M/M. However, revisions meant that the contraction in August was 
much deeper than previously thought at -1.2%M/M. And, looking through the monthly noise, growth in September merely 
extended the broadly sideways trend in play since the second half of 2021. Indeed, over Q3 as a whole, IP rose just 
0.1%Q/Q. And production in September was still almost 6% below the pre-pandemic level in February 2020. Growth in 
September was led by manufacturing and mining output, which rose 0.7%M/M to be up 0.5%Q/Q in Q3, with capital goods 
up 2.9%Q/Q as supply chain disruption eased somewhat in the autos sub-sector, where output rose more than 9%M/M in 
September and 5½%Q/Q in Q3. But shortages of raw materials and components continued to act as a restraint, particularly 
on production of consumer and intermediate items, which fell 0.5%Q/Q and 1.9%Q/Q respectively in Q3. And energy-
intensive firms (e.g. metals and chemicals) continued to cut output aggressively (down 0.9%M/M in September to be almost 
12% below the last year’s peak and down almost 5%Q/Q in Q3). With confidence extremely low, and domestic and external 
demand weakening, we expect German industrial production in all major sub-sectors to contract in Q4 and further in the New 
Year.  
 

Construction PMIs paint a bleak picture for the near-term outlook 

Today’s production release suggested that the downtrend in German construction persisted at the end of Q3 too, with activity 
down 0.3%M/M in September following the slump in August (-3.5%). This left output in the sector a little more than ½% lower 
over the third quarter as a whole and almost 5% below the pre-pandemic level. The contraction is hardly surprising given 
signals from recent surveys. And while today’s German construction PMI increased 2pts in October, at 43.8 it remained 
consistent with significant contraction, with the weakness most acute in residential housing (41.0) and new orders declining 
at an even steeper pace (35.7). Meanwhile, there was a marked deterioration in the equivalent French PMI, which fell 4.8pts 
to 44.3, a twenty-month low, amid the steepest drop in housing activity since May 2020. So, although there was a modest 
uptick in the Italian construction index, by 0.9pt to a still-contractionary 48.1, the overall euro area PMI fell 0.4pt to 44.9, the 
second-weakest reading since January 2021, with the housing index (42.6) the lowest since May 2020. Perhaps 
unsurprisingly given rising borrowing costs and low confidence, the outlook for the sector remained pretty bleak, with new 
orders the weakest since May 2020. And with the survey index of input costs having ticked higher again, firms’ business 
expectations for the year ahead were among the lowest since the series began in 2000.    
 
 

Germany: Industrial production  

 
Source: Refinitiv and Daiwa Capital Markets Europe Ltd. 

Germany: Industrial production  

 
Source: Refinitiv, Destatis and Daiwa Capital Markets Europe Ltd. 
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The day ahead in the euro area  

Tomorrow will bring euro area retail sales figures for September. While German sales surprised on the upside in September, 
any growth in aggregate euro area sales will be limited by households’ diminished purchasing power amid record high 
prices. 

UK 

The day ahead in the UK 

After a day bereft of UK economic releases, tomorrow should be another relatively quiet day for economic news, with just the 
BRC retail sales monitor for October. With households’ real disposable income declining and confidence near a record low, 
this survey seems likely to signal ongoing subdued sales growth at the start of Q4, although the headline measure might well 
be flattered by a low base a year earlier as well as some payback following the Bank Holiday shortened trading month in 
September. Separately, BoE Chief Economist Huw Pill is due to speak.    

  
Euro area: Constructions PMIs by country 

 
Source: Refinitiv, S&P Global and Daiwa Capital Markets Europe Ltd. 

Euro area: Construction PMIs 

 
Source: Refinitiv, S&P Global and Daiwa Capital Markets Europe Ltd. 
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European calendar 
Today’s results 

Economic data 

Country  Release Period Actual 
Market consensus/ 

Daiwa forecast 
Previous Revised 

Euro area  Construction PMI Oct 44.9 - 45.3 - 

  Sentix investor confidence Nov -30.9 -35.0 -38.3 - 

Germany  Industrial production M/M% (Y/Y%) Sep 0.6 (2.6) 0.1 (2.0) -0.8 (2.1) -1.2 (1.6) 

  Construction PMI Oct 43.8 - 41.8 - 

France  Construction PMI Oct 44.3 - 49.1 - 

Italy  Construction PMI Oct 48.1 - 46.7 - 

Auctions  

  Country  Auction 

UK  BoE sold £750mn of 2030-2039 gilts 

 Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

Tomorrow’s  releases 

Economic data 

Country  GMT Release 
Period 

 

Market 

consensus/ 

Daiwa forecast 

Previous 

 

Euro area  10.00 Retail sales M/M% (Y/Y%) Sep 0.4 (-1.1) -0.3 (-2.0) 

France  07.45 Trade balance €bn Sep -14.7 -15.3 

Italy  09.00 Retail sales M/M% (Y/Y%) Sep 0.2 (-) -0.4 (4.3) 

UK  00.01 BRC retail sales monitor, like-for-like sales Y/Y% Oct - 1.8 

Auctions and events 

Germany  10.30 Auction: To sell €6bn of 0% 2024 bonds 

UK  09.00 BoE Chief Economist Pill speaks as a panellist at a conference on ‘Global monetary policy challenges’ 

Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

 

 

 

Access our research blog at: 

https://www.uk.daiwacm.com/ficc-research/recent-blogs 

This research report is produced by Daiwa Securities Co. Ltd., and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited. Daiwa Capital Markets Europe Limited is authorised 

and regulated by The Financial Conduct Authority and is a member of the London Stock Exchange and Eurex Exchange. Daiwa Capital Markets Europe Limited and its affiliates may, from time to 

time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of the securities referred to herein (the “Securities”), perform services for or solicit business 

from such issuers, and/or have a position or effect transactions in the Securities or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such 

securities. In addition, employees of Daiwa Capital Markets Europe Limited and its affiliates may have positions and effect transactions in such securities or options and may serve as Directors of 

such issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material 

is published to recipients.  

This publication is intended for investors who are MiFID 2 Professional (or equivalent) Clients and should not therefore be distributed to such Retail Clients. Should you enter into investment 

business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in 

particular, the benefits of the Financial Services Compensation Scheme may not be available. 

Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at 

http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory. Regulatory disclosures of investment banking relationships are available at 

https://daiwa3.bluematrix.com/sellside/Disclosures.action. 

Explanatory Document of Unregistered Credit Ratings 

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 27 of the Financial Instruments and 

Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:  

https://lzone.daiwa.co.jp/l-zone/disclaimer/creditratings.pdf 

IMPORTANT 

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your own discretion and risk. 

Content herein is based on information available at the time the report was prepared and may be amended or otherwise changed in the future without notice. We make no representations as to the 

accuracy or completeness. Opinions [and/or estimates] reflect a judgment as at the date of publication and are subject to change without notice. Daiwa Capital Markets Europe Limited retains all 

rights related to the content of this report, which may not be redistributed or otherwise transmitted without prior consent. 

https://www.uk.daiwacm.com/ficc-research/recent-blogs
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory
https://daiwa3.bluematrix.com/sellside/Disclosures.action
https://lzone.daiwa.co.jp/l-zone/disclaimer/creditratings.pdf

