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Equities: 

Region / 
Country  

 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

ASIA-PACIFIC  
Hong Kong  HSI  22766.91  620.82 3.89% (4.80%) 
India  BSE 30 28152.40 74.05 7.79% 2.33% 
Japan  Nikkei  16919.92  665.47 (11.11%) (17.03%) 
Singapore  STI  2867.40 39.23 (0.53%) (6.34%) 
South Korea  KOSPI  2050.47 32.53 4.55% 3.80% 
Taiwan  WSE 9150.39 58.27 9.74% 10.47% 
EUROPE 
France  CAC  4500.19 89.64 (2.95%) (8.63%) 
Germany  DAX  10713.43 346.22 (0.28%) (1.93%) 
Italy  FTSE MIB  16969.69 343.41 (20.77%) (26.21%) 
Russia  RTSI  954.58 18.28 26.09% 14.79% 
U.K. FTSE 100  6916.02 122.55 10.79% 5.25% 
AMERICAS 
Brazil  IBOV  58298.41 637.27 34.48% 20.48% 
Mexico  IPC  48363.89 1169.74 12.53% 9.84% 
NASDAQ  CCMP  5232.90 11.78 4.50% 3.74% 
U.S.  S&P 500  2184.05 1.18 6.85% 4.70% 
U.S.   DOW  18576.47 32.94 6.61% 6.75% 

Bonds 

  
Close 

Yield 
Previous Month ago Year ago 

10 Year Gilt  0.5290 0.6730 0.8290 1.7950 
10 Year BTAN  0.1150 0.1570 0.1940 0.9270 
10 Year Bund  -0.1060 -0.0680 -0.0930 0.6050 
10 Year Japan  -0.1010 -0.0880 -0.2710 0.3660 
10 Year Treasuries  1.5150 1.5820 1.5130 2.1300 

Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  
U.S.  3.50 3.50 3.25 
Canada  2.70 2.70 2.70 
Japan  1.48 1.48 1.48 
Britain  0.25 0.50 0.50 
ECB  0.00 0.05 0.05 
Switzerland  0.50 0.50 0.50 
Australia 2.00 2.00 2.00 
Hong Kong  5.25 5.25 5.25 

Percent change is for indication only; local currency except where stated. 

  



Schroders Weekly market watch  

 

2 
 

EQUITY MARKETS 

US 

 U.S. stocks ended the week almost where they started after the three major indexes hit record highs on 
Thursday. Disappointing readings on the U.S. economy bolstered expectations for the Federal Reserve 
to keep further interest rate hikes on hold, fuelling demand for riskier assets. The S&P 500 rose 0.05% 
to close at 2,184.05, the Dow Jones Industrial Average gained 0.18% to finish at 18,576.47 and the 
Nasdaq added 0.23% to end the week at 5,232.90.  

 Wal-Mart Stores on Monday agreed to buy U.S. web retailer Jet.com for $3.3 billion as the world’s 
largest traditional retailer seeks to boost online sales and catch up to e-commerce giant Amazon.  

 Macy’s said Thursday it would close about 100 stores after the department store chain reported second 
quarter sales fell 4% to $5.87 billion, marking the sixth straight quarterly decline in sales. Like-for-like 
sales fell 2%.  

 Steinhoff International said Sunday it had agreed to buy U.S. specialty bedding retailer Mattress Firm for 
$3.8 billion, including debt, enabling the South African furniture conglomerate to enter the U.S. market 
for the first time.  

 The Wendy’s fast-food chain on Wednesday posted a 34.1% drop in second quarter net profit to $26.5 
million, compared with year-ago net income of $40.2 million, as cheaper grocery prices hurt fast-food 
sales. Revenue dropped almost 22% to $382.7 million.  

 Luxury retailers continued to struggle in the latest quarter as consumers cut back on spending. Michael 
Kors on Wednesday said its fiscal first quarter net profit fell 16% from a year earlier to $147.1 million as 
sales at existing stores fell 7.4%. Ralph Lauren, meanwhile, swung to a net loss of $22 million from a 
year-ago profit of $64 million as revenue slipped 4% to $1.55 billion.  

UK 

 London stocks rose last week, buoyed by gains on Wall Street and corporate earnings results as well as 
higher oil prices. The FTSE 100 rose 1.80% to close at 6,916.02. 

 Canadian film and TV distributor Entertainment One on Wednesday rejected a GBP1 billion takeover 
offer from British broadcaster ITV on the grounds it “fundamentally undervalues” the company. ITV must 
now decide whether to sweeten its bid or walk away.  

 Prudential on Tuesday posted a first half operating profit of GBP2.06 billion, up 6% from a year earlier, 
on the back of double digit growth in Asia where a fast-growing middle class is driving demand for 
savings and insurance products.  

 British crisp maker Tyrrells on Monday accepted a GBP300 million cash and stock takeover offer from 
U.S. snack food company Amplify. The deal will involve GBP278 million in cash and approximately 2.1 
million Amplify shares.  

 British payments processor Worldpay, which made its debut on the London Stock Exchange last year, 
on Tuesday posted a first half pre-tax profit of GBP168.6 million, compared with a year-ago profit of 
GBP300,000, as it pushed ahead with its global expansion plans. Revenue rose 10% to GBP2.1 billion 
while underlying earnings before interest, tax, depreciation and amortisation jumped 19% to a better-
than-expected GBP217.9 million.  

 Financial services company Standard Life enjoyed a strong first half, reporting Tuesday an 18% rise in 
underlying operating profit to GBP341 million as its fee-based revenue rose to GBP794 million, 
compared with a year-ago GBP761 million.  

Europe (ex. UK) 

 European stocks rose last week, boosted by the positive lead from Wall Street and the sharp rise in oil 
prices, but disappointing corporate earnings results and mixed readings on the global economy kept 
gains in check. The Eurofirst 300 closed at 1,362.88 for a weekly rise of 1.34%.  

 Danish conglomerate AP Moeller-Maersk said Friday its second quarter net profit plunged 90% from a 
year earlier to $101 million on a 16% drop in revenue to $8.86 billion as its shipping unit, Maersk Line, 
sank into a $151 million loss as average container freight rates plunged 24%.  

 German power utility RWE reported Thursday its first half net profit plunged to EUR457 million from a 
year-ago profit of EUR1.74 billion which had been inflated by the sale of the company’s oil and gas unit. 
Its operating profit fell 7% to EUR1.9 billion as the rise in renewable energy weighed on electricity 
prices.   
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 Thyssenkrupp said Thursday its fiscal third quarter net profit fell by around one-third to EUR130 million 
on a 12% drop in sales to EUR9.87 billion as the oversupply of steel in the global market weighed on 
prices and hurt the German industrial conglomerate’s bottom line.  

 Dublin-based Allergan on Monday reported revenue of $3.68 billion for the latest quarter, slightly higher 
than a year earlier but well below expectations after its Namenda IR Alzheimer drug lost its patent 
exclusivity. The Botox maker’s net loss widened to $571.3 million from a year-ago $312.7 million. 

 European travel operator TUI on Thursday posted a 6% drop in quarterly sales to EUR4.6 billion after a 
series of terrorist attacks in Europe and elsewhere prompted travellers to delay their holiday plans. 
Earnings before interest, tax, depreciation and amortisation rose nearly 5% to EUR243 million.   

Japan 

 Gains on Wall Street and a weaker yen drove Japanese stocks higher last week, with the Nikkei 225 
ending the shorter-than-usual trading week at 16,919.92 for a gain of 4.09%.  

 Sharp Chief Executive Kozo Takahashi resigned Friday after Taiwan’s Foxconn Technology Group 
completed its Y388.8 billion acquisition of the troubled Japanese consumer electronics giant.  Sharp’s 
board was to meet Saturday to name the company’s new chief executive, expected to be Tai Jeng-wu.  

 Toshiba said Friday it returned to profitability in the April-June quarter as efforts to restructure the 
company following last year’s accounting scandal bear fruit. The technology company posted a net 
profit of Y79.8 billion, compared with a year-ago loss of Y12.3 billion, on revenue of Y1.21 trillion.  

 Japanese advertising conglomerate Dentsu said Monday its London-based subsidiary Dentsu Aegis 
Network had acquired a majority stake in U.S. data marketing firm Merkle for a reported $1.5 billion. 
Dentsu has been on a shopping spree as it seeks to reduce its reliance on the Japanese market.  

Asia-Pacific (ex. Japan) 

 Mainland Chinese stocks rose last week after disappointing trade, industrial output and retail sales data 
boosted expectations for the central bank to introduce additional stimulus measures to spur the world’s 
second largest economy. The Shanghai Composite Index rose 2.50% to 3,051.02.  

 Hong Kong stocks surged last week on the back of better-than-expected corporate earnings and hopes 
for government-backed stimulus measures to boost Chinese economic growth. The Hang Seng Index 
rose 2.80% to 22,766.91.  

 Taiwanese stocks rose last week, lifted by gains in regional markets as investors bet on central banks 
maintaining, if not expanding, measures to support economic activity. The Taiex rose 0.64% to close at 
9,150.39.    

 South Korean stocks advanced last week, boosted by strong gains on Wall Street. The KOSPI closed at 
2,050.47 for a weekly rise of 1.61%. 

 Singapore stocks rose last week after the government unexpectedly cut its economic growth forecast for 
the year, fuelling expectations for further policy stimulus. The Straits Times Index closed up 1.39% to 
2,867.40.  

Emerging Markets 

 Brazilian stocks rose last week on growing optimism the Latin American country will soon exit its worst 
recession in decades and the Senate voted in favour of holding an impeachment trial for suspended 
President Dilma Rousseff. The Bovespa rose 1.11% to 58,298.41.   

 Mexican stocks rose last week following a positive lead from Wall Street and a sharp increase in crude 
oil prices. The IPC closed at 48,363.89 for a weekly gain of 2.48%. 

 Indian stocks rose last week as above-average rainfall and the recent approval of the goods and 
services tax bill boosted investor optimism. The BSE 30 rose 0.26% to 28,152.40.  

 Russian stocks jumped last week on the strength of crude oil prices, the country’s main export earner. 
The dollar-denominated RTSI rose 1.95% to 954.58.    

ALTERNATIVE ASSETS 

 Crude oil prices rose last week on growing hopes for the world’s major producers to take coordinated 
action to resolve the global glut. On Monday the head of the Organization of the Petroleum Exporting 
Countries said OPEC members would hold informal talks next month on restoring stability to the oil 
market. That was followed by remarks on Thursday by Saudi Arabia’s energy minister that the oil-rich 
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kingdom could work with other crude producing nations to balance the market. The September contract 
for West Texas Intermediate, a benchmark for U.S. oils, rose 6.44% to settle at $44.49 a barrel in New 
York. October Brent crude, a yardstick for most international oils, rose 6.1% to $46.97 a barrel in 
London.   

 Gold prices slipped last week as investors weighed mixed readings on the global economy against 
expectations for an increase in demand for the precious metal next month ahead of the festive season. 
The December contract for bullion fell 0.09% to close at $1,343.20 per troy ounce in New York.  

FIXED INCOME 

US 

 The yield on benchmark 10-year Treasuries fell to 1.5150% on Friday, compared with the previous 
week’s close of 1.5820%, after weaker-than-expected retail sales and producer prices data dampened 
expectations for an interest rate hike soon.  

 U.S. retail sales were "virtually unchanged" in July compared to June, as a strong rise in auto sales 
offset declines in most other categories, the Commerce Department reported Friday. Lower petrol prices 
were one of the factors depressing sales in July and hot weather may have held back sales of building 
materials. The July result was well below expectations for a 0.5% month-on-month rise. Partly mitigating 
the weak July showing was an upward revision to June sales to 0.8% on a monthly basis from the 0.6% 
originally reported. Excluding auto sales, July retail sales fell 0.3% from a month earlier, below 
expectations for an increase of 0.1%. But June ex-auto sales were also revised up to 0.9% from 0.7%. 
Total July retail sales were up 2.3% year-on-year, while ex-auto sales were up 2.2%. 

 Final demand producer prices fell 0.4% in July from the previous month, with prices falling for both 
wholesale goods and services, the Labor Department reported Friday. The PPI reading was well below 
expectations for a 0.1% rise on the month. Final demand PPI had risen 0.5% on a monthly basis in June 
and 0.4% in May. Core PPI, which excludes food and energy, was also weak, falling 0.3% in July from 
the previous month, against expectations for a 0.2% gain. Core PPI had risen 0.4% in June and 0.3% in 
May. The July PPI figures, particularly the weak core reading, will not please the Fed, as they suggest 
underlying price pressures remain weak.  

 The value of wholesale inventories rose by 0.3% in June while sales jumped 1.9%, the sharpest rise in 
nearly four years, data released Tuesday by the Commerce Department showed. Excluding the auto 
category, wholesale inventories would have been up 0.3% in June after a 0.4% gain in the previous 
month. Sales would have been up 2.2% in June if auto sales were excluded. This followed a 1.0% gain 
in May. As a result of the movements in inventories and sales, the overall inventory-to-sales ratio fell to 
1.33 in June from 1.35 in May, matching a low hit in October. The ratio was still higher than the 1.31 in 
May 2015 due to a large energy-related sales decline over the last 12 months. Factory inventories fell 
0.1% in June, as previously reported.  

 Initial claims for U.S. state unemployment benefits fell by 1,000 to a level of 266,000 in the Aug. 6 week, 
slightly ahead of expectations for a 265,000 level, but still relatively low, data released by the Labor 
Department on Thursday showed. The July 30 week's level was revised down to a 267,000 level from 
the 269,000 level reported in the previous week. Despite the modest decline in the headline index, the 
four-week moving average for initial claims rose by 3,000 to 262,750, as the 254,000 level in the July 9 
week rolled out of the calculation. The level of continuing claims rose by 14,000 to 2.16 million in the 
July 30 week, lifting the four-week moving average only modestly to 2.14 million. 

UK 

 The yield on 10-year Gilts declined to 0.5290% on Friday, compared with the previous week’s close of 
0.6730%, as modest readings on the U.K. economy and negative signals from the U.S. boosted support 
for fixed income assets.  

 U.K. retail sales by value rose on a like-for-like basis in June, while also recording a strong pick-up in 
total sales, a survey released Tuesday found. The British Retail Consortium-KPMG Retail Sales Monitor 
showed like-for-like sales grew 1.1% year-on-year, while total sales were higher by 1.9% on year. In 
June, like-for-like sales were down 0.5%, with total sales up 0.2%.  

 U.K. industrial production rose modestly in June, while manufacturing retreated, but the sector still 
contributed to a significant boost to gross domestic product in the second quarter, data released by the 
Office for National Statistics showed Tuesday. Total production rose by 0.1% in June, an increase of 
1.6% over the same month of 2015 and matching expectations. National statisticians estimated a 0.2% 
monthly increase in June when calculating the first estimate of second quarter GDP. Manufacturing 



Schroders Weekly market watch  

 

5 
 

activity slipped by 0.3% in June, increasing by an annual rate of 0.9%, close to the average forecast of a 
0.2% monthly decline and a 1.3% annual gain. Over the second quarter, total output rose by 2.1%, 
matching the outturn of the GDP report. That's the highest rate of increase since the third quarter of 
1999, according to a National Statistics official. 

 U.K. growth slowed in the three months through July and contracted in the month of July, data released 
Tuesday by the National Institute of Economic and Social Research showed. The June 23 referendum, 
that saw the U.K. vote against continuing membership of the European Union does appear to have hit 
growth. In May through July GDP rose 0.3% on the previous three months, falling from a gain 0.6% in 
the second quarter, while in July alone NIESR estimated that GDP declined 0.2%. "The month-on-
month profile, suggests that the third quarter has got off to a weak start, with output declining in July. 
Our estimates suggest that there is around an even chance of a technical recession by the end of 
2017," James Warren, Research Fellow at NIESR, said. The NIESR GDP estimate incorporated the 
latest industrial production data, which showed that sector's output increased by 2.1% in the second 
quarter, unchanged from the forecast used in the first estimate of second quarter GDP. NIESR is 
forecasting a contraction of 0.2% in the third quarter of this year. 

 The U.K. trade gap widened in June, leaving trade poised to exert a negative influence on second 
quarter gross domestic product, according to data released Tuesday by the Office for National Statistics. 
The total trade gap rose to GBP5.08 billion in June, well above expectations of GBP2.5 billion, and 
higher than GBP4.23 billion in May. The May shortfall was revised sharply higher from the GBP2.26 
billion reported last month, largely due to a GBP1.6 billion upward revision in goods imports, according 
to a National Statistics official. That leaves the deficit at GBP12.47 billion over the second quarter, 
higher than the GBP12.03 billion recorded over the first three months of the year. Net trade is likely to 
contribute negatively to growth in the quarter, according to the official. GDP rose by 0.6% last quarter, 
exceeding analysts' expectations. The deficit in goods widened to GBP12.41 billion, well above 
expectations of GBP10.7 billion and the revised GBP11.53 billion gap in May. 

 U.K. firms' hiring plans and investment intentions weakened in the wake of the June 23 vote to leave the 
European Union, Bank of England Agents found. The BOE Agents Business Conditions survey found 
that companies believed the vote would have a negative effect overall, hitting capital spending, hiring 
and turnover over the coming year. The agents survey showed the employment intentions score for 
services fell to 0.1 in July from 0.3 in June, the lowest reading since March 2013. The business services 
employment score fell to zero in July from 0.2 in June, the lowest reading since October 2012. Total 
labour costs held steady at 2.0 in July for services and they moved up to 1.4 for manufacturing from 1.1 
in June.  

Europe  (ex. UK) 

 The yield on benchmark 10-year Bunds sank deeper into negative territory last week, closing at -
0.1060%, compared with the previous week’s finish of -0.0680%, as investors turned cautious following 
the latest reading on Eurozone economic growth and weak U.S. data.  

 Euro area economic growth slowed significantly in the second quarter of 2016, with the recovery stalling 
in both France and Italy, data released by Eurostat on Friday showed. The updated flash estimate 
confirmed GDP slowed to 0.3% in the second quarter, slower than the 0.6% growth recorded in the first 
quarter. On the year, GDP was confirmed to have risen at 1.6% compared to 1.7% in the previous 
quarter. In the European Union as a whole GDP was up 0.4% on the previous quarter and 1.8% on a 
year ago, Eurostat data showed. Eurostat's latest release also showed that the growth dynamics 
between different euro area member states remains significant. While Germany powered ahead with a 
quarterly growth rate of 0.4%, activity in both France and Italy was flat. 

 Eurozone industrial production rebounded in June after a sharp fall the previous month, official data 
released Friday showed. Output for the single currency bloc rose 0.6% on a monthly basis and 0.4% 
year on year. Production fell 1.2% in May from April and rose a downwardly revised 0.3% from a year 
earlier.  

 The European Central Bank's next easing move should focus on balance sheet expansion as additional 
rate cuts risk hurting the monetary transmission mechanism and could thus be self-defeating, an 
International Monetary Fund paper said, rekindling the debate about the Bank's room to manoeuvre. 
The IMF paper comes after Bank of England Governor Mark Carney effectively ruled out the U.K.'s 
central bank going negative, given the adverse impact on the financial system and ECB Executive 
Board member Benoit Coeure suggested the deposit rate has not necessarily hit its trough at the 
current -0.4%. The IMF paper, released Wednesday, certainly seems to find some common ground with 
the Bank of England. "Additional rate cuts could weaken monetary transmission if lending rates fail to 
adjust or customers withdraw cash from banks. Declining bank profitability could then constrain credit 
expansion and undermine the aim of monetary easing," the paper said. "Looking ahead, further 
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monetary accommodation could rely more on credit easing measures and a further expansion of the 
ECB's balance sheet," the IMF added. However, the IMF paper asserted that negative rates had been a 
success story thus far, but it cautioned that much lower rates will "likely entail diminishing returns, since 
the lending channel is crucially influenced by banks' expected profitability." There are "clearly limits" to 
mitigation measures banks can take to offset the squeeze on profitability, it argued. 

 The European Union said Tuesday it would not fine Spain and Portugal for their excessive budget 
deficits and would instead give the two financially troubled countries more time to bring their public 
deficits below 3% of gross domestic product.  

Japan 

 The yield on 10-year Japanese government bonds fell to -0.1010% on Friday, compared to the previous 
week’s close of -0.0880%, tracking global fixed income markets as investors counted on central banks 
around the world to maintain loose monetary policies. 

 Japan’s core private sector machinery orders, excluding volatile orders from power suppliers and those 
for ships, rose 8.3% on month in June for the first rise in three months after falling 1.4% in May, official 
data showed Wednesday. The median economist forecast was for an increase of 3.1%. The rebound in 
core orders was led by two large orders, one for the aircraft, rockets and satellites category and the 
other one for transport equipment. The Cabinet Office projected core machinery orders will rise 5.2% on 
quarter in July-September after falling 9.2% in April-June, which was the first drop in three quarters and 
steeper than the government's earlier forecast of a 3.5% decline.  

 The index of domestic producer prices fell 3.9% on year in July for the 16th straight drop, compared with 
the median economist forecast for a decline of 4.0%, data released by the Bank of Japan on 
Wednesday showed. The pace of decrease decelerated from the 4.2% fall in June in light of smaller 
year-on-year drops in fuel and utility costs. On the month, producer prices were unchanged in July 
following a 0.1% decline in June. The median forecast was a drop of 0.1%. Lower producer prices help 
cut costs for businesses and households but they also exert downward pressure on consumer prices. In 
its quarterly Outlook Report issued in July, the BOJ said risks to its inflation projections are skewed to 
the downside as there is "considerable uncertainty" over global growth and longer-term inflation 
expectations in Japan. 

 The Economy Watchers' sentiment index for Japan's existing economic climate rebounded 3.9 points to 
45.1 in July from 41.2 in June as concerns about the yen's rise and a stock market slump eased, 
prompting the Cabinet Office to revise up its view for the first time in 18 months, the results of the latest 
Economy Watchers' Survey showed Monday. But some respondents still mentioned the dampening 
effect of a firmer yen – which trims exporters' windfall profits – on sentiment. The Watchers' outlook 
index showing sentiment over the next two to three months rose 5.6 points to 47.1 in July from 41.5 in 
June, marking the first rise in two months. The Cabinet Office upgraded its overall economic 
assessment based on the survey conducted between July 25 and July 31, saying: "The economy is 
showing signs of a pick-up as calm has returned to financial markets."  

Source: Market News International 

The information is based on management forecasts and reflects prevailing conditions and our views as of this date, all of which are accordingly 
subject to change.  In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and 
completeness of all information available from public sources or which was provided to us by or on behalf of the potential investor or which was 
otherwise reviewed by us.  No responsibility can be accepted for errors of fact or opinion.  
 
Past performance and any forecasts are not necessarily a guide to future or likely performance.  You should remember that the value of 
investments can go down as well as up and is not guaranteed.  Exchange rate changes may cause the value of the overseas investments to rise or 
fall. 
 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of 
investment products.  Potential investors should be aware that such investments involve market risk and should be regarded as long-term 
investments. 
 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 

 
The investments mentioned in this document may not be suitable to all investors. The information contained in this document is provided for 
reference only and does not constitute any investment advice. Investors are advised to seek independent advice before making any investment 
decision. Past performance is not indicative of future performance. Investment involves risk and investors may not get back the amount originally 
invested. Please read the relevant offering document carefully, in particular fund features and the risks involved in investing in the fund. 
 
Schroder Investment Management (Hong Kong) Limited is regulated by the SFC. Non-Hong Kong residents are responsible for observing all 
applicable laws and regulations of their relevant jurisdictions before proceeding to access the information contained herein. 
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The document has not been reviewed by the SFC and may contain information of non-SFC authorized funds. Issued by Schroder Investment 
Management (Hong Kong) Limited. 

 


