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Trump’s tax reform plan offsets
heightened political tensions
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• Trump unveils tax reform plan. President Trump unveiled a reform plan
to simplify the cumbersome US tax code. Under the proposal, existing
seven tax brackets would be reduced to three, and the corporate tax
rate would be cut from 35% to 20%. Meanwhile, despite core inflation
declining to 1.3% in August, from 1.4% in July, Fed chair Yellen said
it would be imprudent to hold rates longer, making a December rate
hike more likely. Treasuries backed up with the 10-year yield ending
the week higher by 8bps at 2.33%.
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• UK economy slows. The UK economy grew by an annual rate of
1.5% in Q2, compared to an initial estimate of 1.7%, representing the
weakest annual growth performance since 2013. Despite the setback
to growth, Bank of England (BoE) Governor Carney said the economy
was on track for a rate hike “in the relatively near term”. The GBP lost
ground and ended the week lower by 0.8% against the USD.
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• Japan’s Abe calls snap election. PM Abe dissolved parliament last
week and called an election for October 22, asking for a new mandate
to deal with the growing threat from North Korea and to rebalance the
bloated social security system in Japan. Meanwhile, the minutes from
the July meeting revealed that the BoJ had postponed its deadline
for reaching its inflation target for a sixth time since the QE program
started in 2013.
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• German business confidence faltering. German business confidence
unexpectedly weakened for a second straight month in September,
in a sign that the economy is struggling to maintain its current strong
pace of expansion. After years of tailwinds from a weak EUR and very
low borrowing costs, businesses now face additional headwinds as the
economy grows near-capacity while a strengthening EUR threatens to
weigh on exports.

• Chinese manufacturing PMI at 5-year high. China’s manufacturing
activity grew at its fastest pace since 2012, suggesting that efforts to
clean up the excesses in the financial sector aren’t yet dampening
economic growth. The government continues to balance growth
prospects while consciously attempting to reduce systematic risks.

LOOKING FORWARD
• Global manufacturing and services PMIs will be released on Monday
and Wednesday, respectively. Minutes of the ECB’s September
meeting will be published on Thursday while the US employment
report will be released on Friday.
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