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Stocks fall as bank CEOs warn of recession

US and European stock markets fell last week as several
bank CEOs gave a bleak outlook for the global economy.

Goldman Sachs CEO David Solomon warned of pay

and job cuts and “some bumpy times ahead”. Bank

of America CEQO Brian Moynihan said the company is
slowing hiring ahead of a downturn, and JPMorgan
Chase CEO Jamie Dimon said a “mild to hard recession”
may hit next year. Stronger-than-expected producer price
inflation also weighed on investor sentiment. The S&P
500 fell 3.4%, its worst return for five weeks, the Dow lost
2.8% and the Nasdaq slid 4.0%.

The FTSE 100 dipped 1.1% as the UK services sector
contracted for the second month running and house
prices dropped at the fastest pace since 2008. The pan-
European STOXX 600 slipped 0.9% and Germany’s Dax
lost 1.1% as eurozone retail sales slumped and German
industrial production declined.

In Asia, the Nikkei 225 added 0.4% after data showed
Japan’s economy contracted by less than expected. The
Shanghai Composite gained 1.6% and the Hang Seng
soared 6.6% as China announced a ten-point guideline
to its new Covid prevention and control measures,
marking a rapid shift from its zero-Covid policy.

Last week’s market performance*

e FTSE 100: -1.05%

e S&P 500: -8.37%

e Dow: -2.77%

e Nasdag: -3.99%

e Dax:-1.09%

e Hang Seng: +6.56%

e Shanghai Composite: +1.61%
e Nikkei: +0.44%

* Data from close on Friday 2 December to close of business on
Friday 9 December.

UK chancellor warns of tough road ahead

The FTSE 100 slipped 0.4% on Monday (12 December)
as UK chancellor Jeremy Hunt warned of a “tough road
ahead”. Hunt was responding to the latest UK gross
domestic product (GDP) figures, which showed that
while the economy grew by 0.5% between September
and October, it shrank by 0.3% in the three months

to October, marking the biggest decline since the first
quarter of 2021.

US indices were in the green on Monday as investors
looked ahead to this week’s consumer price index (CPI)
report and the Federal Reserve’s two-day policy meeting.
The Dow added 1.6% and the S&P 500 gained 1.4%.

The FTSE 100 was up 0.1% at the start of trading on
Tuesday following the release of the latest UK jobs

data. According to the Office for National Statistics, the
unemployment rate rose by 0.1 percentage points in the
three months to October to 3.7%, while pay fell by 2.7%
year-on-year in real terms.

US producer prices higher than expected

Figures released on Friday showed US producer prices
increased by more than expected in November, which
sent stocks sharply lower at the end of last week. The
producer price index (PPI) increased by 7.4% year-on-
year, lower than the 8.1% increase in October but above
economists’ forecasts of 7.2%. While the report showed
inflation is coming down, it also suggested it is stickier
than many people assume.

Elsewhere, the University of Michigan’s preliminary
survey of consumer sentiment for December showed
long-term inflation expectations were unchanged at 3%,
whereas one-year inflation expectations fell to 4.6%,
the lowest reading in 15 months. The overall index of
consumer sentiment measured 59.1, up from 56.8 the
previous month.




UK house prices slump GDP estimates revised upwards

Here in the UK, figures from Halifax showed house Eurozone GDP grew by more than initially estimated in
prices dropped for a third consecutive month in the third quarter, according to data from Eurostat. GDP
November and at the fastest pace since the financial was 0.3% higher than the previous quarter and 2.3%
crash of 2008. The average house price fell 2.3% month-  higher than Q3 2022. These were above Eurostat’s flash
on-month, with the annual rate of growth dropping to estimates of 0.2% and 2.1%, respectively. Household
4.7% from 8.2% in October. It means the typical UK spending added 0.4 percentage points to growth, while
property now costs £285,579. gross fixed capital formation added 0.8 points.

Over in Japan, GDP also shrank by less than expected in
the third quarter, falling by an annualised 0.8% as opposed
to the 1.2% contraction indicated by initial estimates.
Domestic demand grew by 0.42%, slightly up from initial
estimates of 0.36%. Exports were up 2.1%, faster than the
1.9% previously reported.

Halifax house price index - average house price
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Kim Kinnaird, director at Halifax Mortgages, said some
potential home moves have been paused as homebuyers
feel increased pressure on affordability, and industry data
continues to suggest that many buyers and sellers are
taking stock while the market continues to stabilise.

To view the latest Markets in a Minute video click here.

“The market may now be going through a process of
normalisation,” she added. “While some important factors
like the limited supply of properties for sale will remain,
the trajectory of mortgage rates, the robustness of
household finances in the face of the rising cost of living,
and how the economy — and more specifically the labour
market — performs will be key in determining house prices
changes in 2023.”

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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https://vimeo.com/780658123/c500846948
https://vimeo.com/780658123/c500846948

