
 

 

 

Schroders 
Weekly market watch 

Week ending Aug 19, 2016 

Equities: 

Region / 
Country  

 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

ASIA-PACIFIC  
Hong Kong  HSI  22937.22  170.31 4.67% (1.00%) 
India  BSE 30 28077.00 (75.40) 7.50% 0.52% 
Japan  Nikkei  16545.82  (374.10) (13.07%) (18.18%) 
Singapore  STI  2844.02 (23.38) (1.34%) (6.49%) 
South Korea  KOSPI  2056.24 5.77 4.84% 6.03% 
Taiwan  WSE 9034.27 (116.12) 8.35% 12.62% 
EUROPE 
France  CAC  4400.52 (99.67) (5.10%) (9.90%) 
Germany  DAX  10544.36 (169.07) (1.85%) (1.29%) 
Italy  FTSE MIB  16310.06 (659.63) (23.85%) (29.01%) 
Russia  RTSI  966.16  11.58 27.62% 21.65% 
U.K. FTSE 100  6858.95 (57.07) 9.88% 7.11% 
AMERICAS 
Brazil  IBOV  59098.92 800.51 36.33% 26.85% 
Mexico  IPC  48297.46 (66.43) 12.38% 11.10% 
NASDAQ  CCMP  5238.38 5.48 4.61% 4.37% 
U.S.  S&P 500  2183.87 (0.18) 6.85% 5.01% 
U.S.   DOW  18552.57 (23.90) 6.47% 6.94% 

Bonds 

  
Close 

Yield 
Previous Month ago Year ago 

10 Year Gilt  0.6190 0.5290 0.8010 1.8330 
10 Year BTAN  0.1890 0.1150 0.2080 0.9750 
10 Year Bund  -0.0340 -0.1060 -0.0290 0.6330 
10 Year Japan  -0.0830 -0.1010 -0.2260 0.3770 
10 Year Treasuries  1.5800 1.5150 1.5580 2.1290 

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 1.50 2.00 2.00 
Hong Kong  5.25 5.25 5.25 

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

US 

 U.S. stocks were mixed last week and moved in a narrow range with few catalysts and only vague 
guidance from the Federal Reserve’s Open Market Committee as to the likely direction of monetary 
policy. The Dow Jones dropped 0.13% over the week to close at 18,552.57, the S&P 500 fell 0.01% to 
finish at 2,183.87, while the Nasdaq added 0.10% to settle at 5,238.38. 

 Sumner Redstone appeared to have emerged victorious from a prolonged tussle for control of his 
Viacom media empire Friday, with various media reporting that chief executive Philippe Dauman had 
relinquished control in return for a $72-million severance package. Dauman had challenged a move by 
Redstone to remove him from the board of a family trust earmarked to control his holdings when the 92-
year-old dies. The deal, which is in the process of being finalized, will see chief operating officer 
Thomas Dooley take the helm on an interim basis in September, and allow Viacom to focus on 
recovering from a turbulent period under Dauman that saw shares slump as the media group struggled 
to come to terms with the shift to digital viewing.  

 Walmart shares rose Thursday after the retailer reported that second-quarter same-store sales in the 
U.S. rose 1.6% on the year, beating estimates and providing evidence that its turnaround plan is 
beginning to bear fruit. Net sales in the same period were up 3.1% to $76.2 billion though operating 
income fell 6.2% to $4.52 billion, reflecting investments in online services and delivery designed to 
challenge Amazon and the $3.3-billion investment in online marketplace Jet.com.  

 Cisco confirmed Wednesday that it intends to axe 5,500 jobs, equivalent to 7% of its global workforce, 
as it seeks to cut costs and reinvest the savings in business lines including security, the Internet of 
Things, data centers and the cloud. The move is indicative of the changing global computing landscape 
in which traditional server and data center companies lose business to competitors like Amazon, which 
offer public cloud hosting services.    

 Ford set its sights on offering a fully automated driverless vehicle for ride sharing by 2021 Tuesday, 
outlining plans to triple its investment in semi-autonomous systems and significantly increase tech-
focused human resources. Ford is in the process of repositioning itself in the wake of high-profile moves 
by rivals such as General Motors, which invested half a billion dollars in ride sharing service Lyft. 
However, Ford has refused to be drawn into the debate over whether it will partner with such a service 
or plough its own furrow.   

 While investors like George Soros and Carl Icahn have grabbed headlines by dumping their Apple 
shares, Berkshire Hathaway revealed Monday that it had upped its stake in the iPhone maker by 55% 
over the second quarter to amass a $1.46-billion position, although it was unclear whether Warren 
Buffett himself was behind the purchase. A regulatory filing also disclosed that Berkshire had cut its 
stake in Wal-Mart stores by 27%.    

UK 

 London stocks lost ground last week, with persistent fears over the impact of Brexit undercutting 
sentiment and reaching a climax Friday after Prime Minster Theresa May said she was in favour of 
starting talks over the UK’s withdrawal sooner rather than later. Brexit fallout fears just outweighed gains 
in companies that deal in sterling after the currency fell sharply over the week. The FTSE 100 declined 
0.83% over the week to end at 6,858.95. 

 Kingfisher said Thursday that second-quarter like-for-like sales rose 3% on the year driven by an uptick 
in demand for tradesmen’s tools and the strong performance of its Polish division as well as its B&Q 
and Screwfix brands. However, sales at its French business fell 3.2% in the same period, prompting 
boss Veronique Laury to urge investors to exercise caution in the face of uncertainty over the impact of 
Brexit as well as widespread poor weather and industrial action in France.   

 BHP Billiton shares edged higher Tuesday after the miner said it was on track to realize productivity 
gains worth $2.2 billion over the two financial years to June 2017, in the process doubling its free cash 
flow to more than $7 billion. BHP also reported a record $6.4 billion annual net loss for the year to end-
June driven by writedowns of more than $10 billion on its shale business over the last four years and a 
provision of more than $1 billion to cover the costs of a dam disaster at its Samarco iron ore mine in 
Brazil. The company suggested that the worst price impact of a global glut in commodities supply may 
have run its course and that its underlying business is showing signs of strength, despite booking the 
weakest annual underlying profit since BHP merged with Billiton in 2001.   

 Royal Bank of Scotland called time on a $300-million contract with India’s Infosys Tuesday, prompting 
heavy selling of the latter’s shares, as the UK lender followed up on the cancellation of its plan to launch 
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Williams & Glyn as a standalone bank. Infosys was to provide technology services for Williams & Glyn, 
but the task of separating the bank’s IT and other systems from RBS had already cost GBP1.5 billion, 
prompting RBS to throw in the towel on the project and seek a buyer for the bank’s 300 branches and 
other assets.  

 Santander said Monday that it would halve the interest rate on its wildly popular “123” current account to 
1.5% as a result of the uncertainty following the Brexit vote and the prolonged low-interest rate 
environment. The move is expected to be followed by the UK’s other top high street banks, and indeed 
prompted Lloyds Banking Group to say later the same day that it would review its current account rates.  

 Bookmaker William Hill continued to stand firm in the face of takeover pressure from 888 and Rank on 
Monday, rejecting a revised offer of 352 pence per share, up from 339 pence per share at the previous 
attempt, as “substantially” undervaluing the company. The offer did not improve the cash offering due 
William Hill shareholders but raised their allocation of shares in the new company BidCo, which Rank 
and 888 are forming to try and effect the takeover, in the process forming the UK’s largest multi-channel 
gambling operator by revenue.    

Europe (ex. UK) 

 European stocks retreated last week, dragged lower by falls in miners and banks as investors reacted to 
hawkish comments from U.S. Fed officials over interest rate hikes and weak metal prices. The Eurofirst 
300 lost 1.70% over the week to close at 1,339.75. 

 Deutsche Bank came under further regulatory lashing Thursday after the U.S. Commodity Futures 
Trading Commission charged the lender with a slew of swap-reporting abuses, failures of supervision 
and failure to comply with an existing order. While the fines are likely to be relatively minor, they 
continue the onslaught of negative publicity that has beset Deutsche in the recent past. Meanwhile, 
former Deutsche risk officer Eric Ben-Artzi refused to accept his share of a $16.5-million reward from 
the Securities and Exchange Commission for his role in exposing false accounting at the German bank, 
citing the agency’s failure to punish the executives involved.  

 Ingenico said Thursday that it had sealed a deal with Alipay to enable Chinese tourists in Europe to pay 
for purchases using the popular Chinese mobile payments app, opening the door for thousands of 
European merchants to accept payment from Alipay in store. The alliance also opens the door for those 
merchants to integrate their physical and online marketing efforts on behalf of Chinese consumers. 

 Norway’s $890-billion oil fund revealed Wednesday that its government backers had withdrawn $3 
billion in the first quarter and just over $2.6 billion in the second quarter, with a further $5-billion plus 
earmarked for the remainder of the year. The withdrawals have sparked debate over the future of the 
fund, which is one of the world’s largest investors, in light of its overriding purpose of providing for future 
generations and the problematic nature of hedging risk and generating sufficient returns in the current 
interest environment. 

 Linde AG entered early-stage merger talks with U.S. peer Praxair Tuesday, opening the door to the 
creation of an industrial gas market leader valued at more than $60 billion. Easing global demand in the 
face of slow economic growth has spurred consolidation across the industry, and the potential deal 
would bring together Linde’s strong North American presence in healthcare with Praxair’s focus on 
industrial on-site production, although the terms are expected to face significant regulatory scrutiny.   

Japan 

 Japanese stocks fell last week, taking their lead from a strengthening yen that soured sentiment 
towards export issues. The Nikkei 225 Index dropped 2.21% over the week to end at 16,545.82. 

 Hitachi and General Electric said Thursday that they intend to sell their Canada-based heavy-water 
nuclear power joint venture, GE Hitachi Nuclear Energy Canada, to focus on more popular light-water 
variants, which do not require water containing the hydrogen isotope deuterium and hence are not 
vulnerable to being adapted to produce weapons-grade plutonium. BWXT Canada will buy the venture, 
which provides equipment, services and fuel for the heavy-water reactors, for an undisclosed sum.  

 Toray Industries agreed Tuesday to supply carbon fiber to Elon Musk’s SpaceX venture for use in 
building the bodies of rockets and other space equipment and vehicles, The Nikkei Asian Review 
reported. Utilizing carbon fiber instead of cheaper aluminium will allow SpaceX to re-use its spacecraft 
and hence reduce space debris, which poses a significant threat to the future of extra-terrestrial 
exploration. The deal is estimated to be worth Y200-300 billion, though the terms of the arrangement 
are yet to be finalized.     

 Shares of Cyberdyne fell sharply Tuesday after the robotics company came under attack from U.S. 
short-seller Citron Research, which claimed the Japanese company “was the most ridiculously priced 
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stock in the world” and had overstated the value of its technology assets. The move reflects wider 
concerns that Japanese companies are vulnerable to such attacks following a spate of accounting 
scandals and the corresponding implication of weak corporate governance.  

Asia-Pacific (ex. Japan) 

 Mainland Chinese stocks advanced for a second straight week, lifted by expectations of government 
stimulus and optimism over the approval of a project to connect the stock markets of Hong Kong and 
Shenzhen. The Shanghai Composite Index gained 1.90% over the week to reach 3,108.72. 

 Hong Kong stocks also gained ground, extending a rally to three weeks on upbeat corporate earnings 
and the Shenzhen stock link news. The Hang Seng Index put on 0.75% over the week to close at 
22,937.22. 

 Taiwan stocks fell last week in response to waning tech sector profits and hawkish comments over U.S. 
monetary policy that bode ill in terms of consumer demand for the island’s exports. The Taiex Index 
dropped 1.27% over the week to settle at 9,034.27. 

 South Korea stocks bucked the downward regional trend, powered higher by Samsung Electronics after 
the smartphone maker launched a new device, the Galaxy Note7. The KOSPI was up 0.28% for the 
week at 2,056.24. 

 Singapore stocks declined last week on profit taking as investors grew cautious ahead of a crucial 
meeting of Federal Reserve policymakers at Jackson Hole next week. The Straits Times Index lost 
0.82% over the week to close at 2,844.02. 

Emerging Markets 

 Brazil stocks gained last week, with the benchmark index touching its highest level in almost two years 
on advances in crude oil prices and a bright outlook for exports. The Bovispa gained 1.37% over the 
week to end at 59,098.92. 

 Mexico stocks fell last week, depressed by expectations of a Federal Reserve interest rate rise sooner 
rather than later. The IPC was down 0.14% for the week at 48,297.46. 

 Indian stocks tracked global peers lower last week, pulling back in line with selling on Wall Street. The 
BSE 30 fell 0.27% over the week to finish at 28,077.00. 

 Russian stocks rose last week, reflecting crude oil prices entering bull market territory and the lure of 
some the cheapest stock prices in emerging markets. The RSTI added 1.21% over the week to close at 
966.16. 

ALTERNATIVE ASSETS 

 Crude oil prices entered bull market territory Thursday and stayed there through to the end of the week, 
up more than 20% on lows touched earlier in the month. The price rises were driven by expectations 
that a meeting of the Organization for Petroleum Exporting Countries late next month will see major oil 
producers move to stabilize prices as well as a drop in U.S. supply. U.S. crude rose 9.1% over the week 
to close at $48.52 a barrel in New York. Brent crude, used to price international oils, added 8.3% over 
the week to finish at $50.88 a barrel in London. 

 Gold prices edged higher last week, reflecting a weakening U.S. dollar until that reversed Friday and 
significantly pared the precious metal’s gains for the week. Traders also positioned in reaction to 
seemingly dovish Federal Reserve monetary policy meeting minutes as well as more hawkish 
comments from attendees of the meeting later in the week. Gold for December delivery rose 0.2% over 
the week to settle at $1,346.20 per troy ounce.  

FIXED INCOME 

US 

 The yield on benchmark 10-year Treasuries rose to 1.58% last week, up from 1.515% at the previous 
week’s finish, buoyed by hawkish Fed interest rate policy comments that indicate a rate rise is in the 
pipeline sooner rather than later.  

 San Francisco Federal Reserve Bank President John Williams called Thursday for an increase in the 
Fed's policy rate sooner rather than later, pointing out the risks of waiting too long to remove monetary 
accommodation. "In the context of a strong domestic economy with good momentum, it makes sense to 
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get back to a pace of gradual rate increases, preferably sooner rather than later," Williams said in 
speech prepared for delivery to the Anchorage Economic Development Corporation in Alaska. Williams, 
who is not a voter this year on the policymaking Federal Open Market Committee, spoke with more 
urgency than he has previously about the need for a near-term rate hike. 

 Initial claims for U.S. state unemployment benefits fell by 4,000 to a level of 262,000 in the August 13 
employment survey week, slightly below expectations for a 265,000 level following an unrevised 
266,000 level in the previous week, data released by the Labor Department Thursday showed. The 
current week's level of claims was up 10,000 from the 252,000 level in the July 16 employment survey 
week, a negative for August payrolls. However, with the level of claims so low and the monthly changes 
so modest, their impact on the monthly employment report is likely diminished. 

 Minutes of the last policymaking meeting released Wednesday showed members of the Federal Open 
Market Committee wanted to see more economic data before raising rates again, but also revealed 
quite a divide over just when the next move might be appropriate. "Members generally agreed that 
before taking another step in removing monetary accommodation, it was prudent to accumulate more 
data in order to gauge the underlying momentum in the labor market and economic activity," minutes of 
the July 26-27 meeting showed. The FOMC left the fed funds rate target range steady at 0.25% to 
0.50% at its July meeting by a 9-1 vote. Kansas City Fed President Esther George dissented in favor of 
an immediate 25 basis point increase 

UK 

 The yield on 10-year Gilts climbed to 0.619% last week, up from 0.529% at the prior week’s finish, 
bouncing off an historical low of 0.5% after data suggested Brexit had not yet negatively impacted the 
economy.  

 UK tax receipt growth in the first four months of the fiscal year starting April appears slower than 
required to meet the full year forecast, the Office for Budget Responsibility said Friday. In order to hit the 
OBR's March borrowing forecast for the 2016-17 fiscal year of GBP19.8 billion, underlying public sector 
net borrowing would need to fall by GBP19.8 billion on the previous year and the data published Friday 
showed it was only GBP3 billion lower. The OBR said timing effects, with the quarterly self-assessment 
payment deadline falling on a weekend, might have hit central government income. 

 Retail activity soared in July, confounding expectations, lifted by warmer weather and by overseas 
buyers stocking up on luxury items following the fall in the pound. The retail sales data released 
Thursday were compiled between July 3 and July 30, and fully reflect consumer demand following the 
vote to leave the European Union, and the sharp decline in sterling in the wake of that result. Sales 
volumes jumped by 1.4% between June and July, far exceeding the median MNI forecast of a 0.2% 
gain. On an annual basis, retail sales increased by 5.9%, surpassing the MNI median forecast of a 3.8% 
improvement. 

 The UK unemployment rate steadied at its lowest level in over a decade in the second quarter as 
jobless claims fell in July, suggesting that the jobs market has not suffered in the immediate aftermath of 
the vote to leave the European Union. Joblessness, as measured by the Labour Force Survey released 
Wednesday, remained at 4.9% in the three months to June, in line with the MNI median forecast, 
unchanged from the three months to May, matching the lowest level of unemployment since the third 
quarter of 2005. The outturn also matched the 4.9% jobless rate forecast of Bank of England staff for 
the three months to June, as published in the August Quarterly Inflation report. 

 Consumer price inflation rose in July, while producer prices rose at both the input and output level for 
the first time in over two years due to higher prices of imported materials in the wake of sterling's 
precipitous fall following the U.K.’s vote to leave the European Union late June. The Consumer Price 
Index released Tuesday rose by an annual rate of 0.6% last month, outpacing the 0.5% median forecast 
of economists polled by MNI, after rising by 0.5% in June. Prices fell by 0.2% between June and July 
after rising by 0.2% between May and June, compared to the MNI median forecast of a 0.1% monthly 
decrease. The annual outturn matched the Bank of England staff forecast for July, as reported in the 
August Quarterly Inflation Report. 

 UK employers softened their hiring intentions in the wake of the June 23 vote to leave the European 
Union, a survey published Monday showed. The latest Labour Market Outlook for the CIPD/Adecco 
Group took snapshots from employers in the two weeks before and the two weeks after the vote and 
showed a higher level of optimism pre-vote. The survey found the number of employers expecting to 
increase staffing levels over the next three months "dropped by 4 percentage points from 40% pre-
Brexit to 36% following the decision.” 
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Europe  (ex. UK) 

 The yield on benchmark 10-year bunds rose to -0.034% from -0.106% at the previous week’s close, as 
investors adjusted to fading Brexit fears.  

 The European Central Bank's Governing Council concluded at its July 21 policy meeting that Britain's 
decision to leave the EU had not immediately altered the outlook for the economy or inflation but had 
clearly increased the downside risk, public accounts of the meeting showed Thursday. The publication 
highlighted mounting concerns among Council members about the transmission of easy monetary 
policy as euro area banks had come under renewed pressure. The ECB left its policy on hold in July, 
noting that policymakers will be "in a better position" to reassess the economic outlook after collecting 
more information over the coming months. The immediate impact of the Brexit vote had been "far less 
marked" than many had expected ahead of the vote, policymakers noted. Overall, the outlook remained 
broadly in line with the June 2016 Eurosystem staff projections, they concluded. 

 Brexit fears are fading in the euro area's largest economy but homegrown troubles risk constraining 
more dynamic growth in Germany and beyond. Sentiment among analysts and investors in Germany 
brightened in August, ZEW's key sentiment gauge showed Tuesday. The index rose to 0.5 point after 
July's plunge to -6.8 points in the immediate aftermath of the UK's vote to leave the European Union. 
"The ZEW Indicator of Economic Sentiment has partly recovered from the Brexit shock," ZEW President 
Achim Wambach said. The release followed on the heels of a Bundesbank report published Monday 
that said the latest improvement in economic sentiment "supports the view that the economic 
consequences of the UK's referendum on membership of the EU for Germany will be very limited, at 
least in the near term. 

Japan 

 The yield on 10-year Japanese Government bonds rose to -0.083% last week, up from -1.01% at the 
previous week’s settlement, as the Bank of Japan continued its stimulus tinkering in a bid to resurrect 
inflation.   

 Japan’s exports in July were down 14.0% on the year, led by lower shipments of automobiles, ships and 
steel, data released Thursday showed. The fall represented the 10th straight year-on-year drop after a 
7.4% decline in June. Both the government and the Bank of Japan expect exports to remain flat for now 
in light of slower global growth and the yen's rise. Imports fell 24.7% on year for the 19th straight fall 
after contracting 18.8% in June, due mainly to continued year-on-year drops in oil and gas prices. The 
July trade balance showed a surplus of Y513.5 billion, the second straight positive figure following a 
surplus of Y693.1 billion in June and compared with a deficit of Y261.4 billion in July 2015. 

 Japan's economic growth was flat on quarter in April-June for an annualized 0.2% gain, led by slight 
positive contributions from housing investment, private consumption and public projects, although 
consumption remained sluggish, Monday data showed. Uncertainty over global growth weighed on 
overall sentiment while the appreciation of the yen trimmed exporters' windfall profits. Consumers were 
also cautious about spending amid slow wage hikes. The economy has overcome the initial 
infrastructure damage and supply chain breakdown as well as a slump in tourism caused by a major 
earthquake that hit Japan's southwestern region in April. 

 The Bank of Japan's favorite, narrow price indicator for this year has been revised down slightly as the 
government has recently switched the CPI base year to 2015 from 2010 and updated the weighting of 
surveyed goods and services. The BOJ said Monday it now estimates the CPI minus volatile fresh food 
and energy, which it believes shows a clearer price trend amid low crude oil prices, rose 0.7% on year 
in June, revised down from its earlier estimate of +0.8% based on the previous base year and 
weighting. 

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. 
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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. 
 
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. 

 

 


