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Equities 

Region / 
Country  

 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

ASIA-PACIFIC  
Hong Kong  HSI  22954.81 (419.59) 4.75% (0.01%) 
India  BSE 30 27941.51 (135.67) 6.98% 3.33% 
Japan  Nikkei  17446.41 261.82 (8.34%) (7.71%) 
Singapore  STI  2816.26 (14.80) (2.31%) (7.38%) 
South Korea  KOSPI  2019.42 (13.58) 2.96% (1.13%) 
Taiwan  WSE 9306.92 0.35 11.62% 7.40% 
EUROPE 
France  CAC  4548.58 12.51 (1.91%) (6.99%) 
Germany  DAX  10696.19 (14.54) (0.44%) (1.25%) 
Italy  FTSE MIB  17324.23 157.47 (19.12%) (23.64%) 
Russia  RTSI  990.55 4.32 30.85% 15.89% 
U.K. FTSE 100  6996.26 (24.21) 12.08% 8.67% 
AMERICAS 
Brazil  IBOV  64307.63 199.55 48.35% 37.58% 
Mexico  IPC  48007.20 (411.20) 11.70% 7.30% 
Nasdaq  CCMP  5190.11 (67.29) 3.65% 1.85% 
U.S.  S&P 500  2126.41 (14.75) 4.03% 1.73% 
U.S.   DOW  18161.19 15.48 4.22% 2.15% 

Bonds 

  
Close 

Yield 
Previous Month ago Year ago 

10 Year Gilt  1.2610 1.0870 0.6800 1.7960 
10 Year BTAN  0.4670 0.2850 0.0930 0.7870 
10 Year Bund  0.1650 0.0040 -0.1470 0.4450 
10 Year Japan  -0.0440 -0.0590 -0.0870 0.3000 
10 Year Treasuries  1.8450 1.7400 1.5670 2.0920 

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 0.00 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 a mixed bag last week as the reopening of a Federal Bureau of Investigation probe 
into leaked Hillary Clinton emails following the discovery of pertinent new missives threw the market into 
uncertainty Friday. Investors took shelter in safe havens because the investigation threatens to 
influence the result of the Presidential election - which many had pinned as a sure thing. Otherwise, 
solid corporate earnings through the week and some upbeat economic data, including a robust third-
quarter gross domestic product result, underpinned sentiment, while selling of Apple shares undermined 
the technology board following off-consensus earnings. The Dow Jones inched up 0.09% over the week 
to close at 18,161.19, the S & P 500 fell 0.69% to end at 2,126.41, while the Nasdaq dropped 1.28% to 
settle at 5,190.11. 

 Amazon shares dropped Thursday after the online retailer said third-quarter earnings per share of 52 
cents, up 200% on the year-earlier period but missing consensus for 78 cents. Revenue rose 29% on 
the year to $32.7 billion with the rise split evenly between its North American and international 
operations. Amazon said operating income could fall to zero this quarter owing to continuing 
investments in logistics, video content and its virtual assistant Alexa. 

 Tesla Motors shares rose Wednesday after the California company reported its first quarterly profit 
since 2013, booking net income of $21.9 million in the three months ending September to turn around a 
loss of $229.9 million in the same period last year. Revenues were up 145% to $2.3 billion - helping 
prove that Tesla can make a profit ahead of a planned boost in production and the development of its 
first mass-market vehicle, the Model 3. 

 Apple announced Tuesday third-quarter revenue fell 9% on the year to $46.85 billion on a third 
consecutive quarter of falling iPhones sales, though net income beat forecasts by a cent to come in at 
$1.67 per share, raising the hackles of analysts who decried possibilities ranging from the end of the 
company’s technological dominance to international iPhone saturation. Yet the company’s fundamentals 
remain stellar – there is a forecast for the current holiday-season quarter of a record $77 billion in 
revenue albeit on slimmer year-over-year profit margins. Nor did the previous quarter account for the 
gap in the market left by the withdrawal of Samsung’s Galaxy Note 7, or the fact that Apple can’t make 
iPhone 7s fast enough to meet demand. Finance chief Luca Maestri highlighted expectations for an 
uptick in China sales, the launch of the new line of MacBook computers and a 24% rise in revenue from 
its online services division (to a record $6.3 billion) as reasons to be cheerful. 

 Blackstone sold a 25% stake in Hilton to China’s HNA Group for $6.5 billion Monday, representing a 
14.5% premium on the stock’s Friday closing price and cutting its holding in the hotelier to 21.1%. A 
recent GfK report said tourists from China spent $229 billion in the U.S. in 2015 and the deal intends to 
capitalize on that traffic and spend by giving HNA access to Hilton’s luxury brands. Blackstone is 
winding down its presence in Hilton, which it bought in 2007 for $26 billion via a leveraged buyout, after 
successfully boosting growth, particularly in Asia. 

 AT&T revealed Saturday it had agreed to buy Time Warner for $85.4 billion, half cash and half stock, in 
what would be the biggest deal in the world this year. If the deal overcomes antitrust concerns and is 
approved by regulators, it would give the telecommunications network control of content from channels 
like HBO and CNN, as well as studios like Warner Bros, to carry on its network. Presidential nominee 
Donald Trump has stated that he would block the move were he to win the election. 

UK 

 London stocks lost ground as investors looked up from earnings reports just long enough to register 
some forecast-busting GDP numbers, and falling crude-oil prices weighed on big energy companies. 
The FTSE 100 lost 0.34% over the week to finish at 6,996.26. 

 Royal Bank of Scotland said Friday it would fail to meet a deadline to sell Williams & Glyn by the end of 
the year as the bank beating forecasts to post third-quarter pre-tax profit of GBP255 million, turning 
around a GBP14 million loss in the year earlier period, and absorbing almost GBP900 million in costs 
related to restructuring and litigation. However, the bank’s state ownership meant that it booked an 
attributable loss of GBP469 million once it had absorbed a near GBP600 million tax bill incurred by its 
swing to profit. 

 Barclays said Thursday third-quarter net income dropped 7.8% on the year driven by a decline in its 
U.K. business that was partly offset by growth in its investment bank. The bank set aside an additional 
GBP600 million towards payment protection insurance bringing its total compensation pot to GBP8.4 
billion. A weak pound helped lift pretax profit to GBP1.7 billion, beating forecasts by near a third. 
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 GlaxoSmithKline declared itself a third-quarter beneficiary of the weak pound Wednesday as group 
sales rose 23% on the year to GBP7.54 billion compared with an 8% increase when adjusted for 
currency movements. Boss Sir Andrew Witty said growth occurred across its three divisions but was 
primarily driven by new pharmaceutical and vaccine products - notably Tivicay for HIV treatment and the 
meningitis vaccine Menveo. 

 Lloyds Banking Group said Wednesday third-quarter profit fell 15% on the year to GBP811 million as it 
set aside another GBP1 billion towards PPI to add to the GBP16 billion compensation pot the lender 
had already amassed. The bank said its pension schemes took a hit from the Bank of England’s 
decision to lower interest rates in August and had moved to a deficit of GBP740 million from a surplus of 
GBP430 million. 

 Cobham shares fell 17% Monday after the aerospace and defense company issued a second profit 
warning for the year cautioning that weak demand for its electronic products could cut 2016 trading 
profit by as much as 12% versus previous forecasts to a midpoint of GBP265 million. With the company 
currently seeking to replace its top management after the departure of its chief executive and chief 
financial officer, and having already issued a rights issue to steady the finances in June, the eventual 
new bosses will have much to do. 

Europe (ex. UK) 

 European stocks fell last week, winded by some weak corporate financial updates and disappointing 
French quarterly GDP data as well as indications of increasing inflation in Germany. The Eurofirst 300 
dropped 0.96% over the week to end at 1,345.94. 

 Qualcomm swooped to buy NXP of the Netherlands for $47 billion Thursday - picking up Europe’s 
largest chipmaker in the latest indication of diversification in the industry: in this case towards the auto 
sector. The deal is the largest tech acquisition in European history and shows Qualcomm’s intent to 
move away from a potentially maturing mobile chip market to take advantage of NXP’s expertise in 
connected devices. 

 Airbus said Wednesday third-quarter earnings declined 21% on the year to EUR731 million, lagging 
estimates and reflecting weakness in both its helicopter and commercial-jet units, on continuing supply 
chain problems with production of its A350 long-range passenger plane. It must supply 24 A350 jets in 
the final quarter to meet its target of 50 for the year, but pointed to progress being made to smooth over 
final assembly line difficulties, and confirmed its 2016 performance targets. 

 Banca Monte dei Paschi di Siena announced Tuesday it plans 2,600 layoffs by 2019, 500 branch 
closures, and asset sales including its Merchant Acquiring payments processing system in a bid to 
convince investors to back its latest capital raising program, which targets annual profit of EUR1.1 billion 
by 2019. The bank intends to seek EUR5 billion next month, having raised about EUR8 billion from 
financial markets in the recent past, and yet maintaining a current value of less than EUR1 billion, the 
New York Times reported. 

 German authorities moved Monday to quash an attempted takeover of semiconductor company Aixtron 
by China’s Fujian Grand Chip, overturning their previous ruling without explanation. The decision comes 
against a backdrop of a federal election next year, and increasing anxiety caused by China funds’ 
aggressive pursuit of high-tech small- and mid-sized German companies, which are wide open to 
acquisition by larger multinational players, as well as subsequent technological transfer. 

Japan 

 Japan stocks touched a six month high last week, as the yen falling to a three-month low lifted 
exporters, telecoms companies led some encouraging earnings reports and domestic manufacturing 
activity showed strength. The Nikkei 225 Index added 1.52% over the week to reach 17,446.41. 

 Fujitsu said Thursday it is in advanced talks with Lenovo Group over revitalizing its personal computer 
business, which has struggled to scale, with an eye to forming a joint venture that would make Fujitsu 
brand computers. At the same time, Fujitsu announced profit in the six months to end-September of 
Y11.8 billion, reversing a Y15.9 billion loss in the year earlier period as the company began to reap the 
rewards of investments in internet of things related products.  

 Kyushu Railway shares rose as much as 20% on debut Tuesday, powering through after the Japanese 
government last week raised Y416 billion, the largest offering in Japan this year, via the sale of 160 
million shares at the top end of their price range. The strong debut demonstrated the confidence of 
domestic investor, which represented three-quarters of the uptake of shares, in the company, despite 
concerns raised by potential overseas buyers over the aging population of the region in which the 
railway operates, as well as the danger of volcanic eruptions. 
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 Japan’s leading corporate banks and the nation’s development bank agreed Tuesday they would team 
up to launch a Y200 billion turnaround fund to help revitalize flagging companies. An existing joint 
venture between Bank of Tokyo-Mitsubishi UFJ, Sumitomo Mitsui Banking Corp., Mizuho Bank and the 
Development Bank of Japan, will manage the fund and seek about Y50 billion apiece from each 
stakeholder plus institutional investors, and concentrate on assisting public companies with which the 
banks already conduct business. 

Asia-Pacific (ex. Japan) 

 Mainland China stocks rose last week as investors poured money into the only onshore avenue 
available following a government crackdown on real-estate speculation. The Shanghai Composite Index 
rose 0.46% over the week to close at 3,105.08. 

 Hong Kong stocks fell last week as fears over the health of China’s economy resurfaced in the wake of 
numbers showing mainland September industrial profit growth slowed, as well as fears over tighter 
liquidity on a weak yuan that is hampering Beijing’s monetary flexibility. The Hang Seng Index declined 
1.80% over the week to settle at 22,954.81. 

 Taiwan stocks were flat, paring losses Friday after data showed the economy grew by 2.06% in the third 
quarter, its fastest pace in a year and a half. The Taiex Index came in flat for the week at 9,306.92.  

 South Korea stocks retreated last week as domestic GDP disappointed by registering growth of 2.7% in 
the third quarter. The Kospi slipped back 0.67% over the week to finish at 2,019.42. 

 Singapore stocks declined last week, shifting in a narrow band and driven primarily by corporate 
developments. The Straits Times Index was off 0.52% for the week at 2,816.26. 

Emerging Market 

 Brazil stocks advanced last week, lifted Friday by heavy buying of steelmaker Usinas Siderúrgicas de 
Minas Gerais SA following a sharp narrowing of its quarterly loss on cost cutting. The Bovispa was up 
0.31% for the week at 64,307.63. 

 Mexico stocks slipped, knocked by falling crude-oil prices and a sharp drop in the peso versus the dollar 
after the FBI reopened its probe into Clinton, sparking fears that Trump’s wall may become a reality. 
The IPC dropped 0.85% over the week to end at 48,007.20. 

 India stocks dropped last week, driven lower by selling of Tata Group shares after its former chairman 
warned of up to $18 billion in potential write-downs, and financial stocks sagged. The BSE 30 fell 0.48% 
over the week to finish at 27,941.51. 

 Russian stocks rose last week, taking heart from stability in the Bank of Russia’s decision to keep rates 
unchanged at 10% to anchor inflation. The RSTI climbed 0.44% over the week to reach 990.55. 

ALTERNATIVE ASSETS 

 Crude-oil prices logged their first weekly loss since mid-September last week, on uncertainty 
surrounding the outcome of a meeting of the Organization of the Petroleum Exporting Countries this 
weekend, which could see the first cut in production agreed in eight years. U.S. crude-oil fell 4.2% over 
the week to close at $48.70 a barrel in New York. Brent crude-oil, the international standard, lost 4% 
over the week to finish at $49.71 a barrel in London. 

 Gold prices booked their third weekly gain, driven by weakness in the dollar, which makes the metal 
relatively less expensive to hold, and safe-haven bets on the reopening of a Federal Bureau of 
Investigation probe into Hillary Clinton’s leaked emails. Investors took the position that the probe adds 
an element of unpredictability so close to the presidential election. Gold for December delivery rose 
0.7% over the week to settle at $1,276.80 a troy ounce. 

FIXED INCOME 

US 

 The yield on benchmark 10-year Treasuries rose to 1.845% last week, rising from 1.740% at the 
previous week’s finish and touching highs not seen since June in the interim, as investors sold notes in 
droves on mounting expectations that the central bank easing spree enjoyed since the financial crisis 
may at last be coming to an end, on rosy international GDP data, pointing to a higher interest-rate 
environment that would push yields higher.  



Schroders Weekly market watch  

 

5 
 

 The U.S. third-quarter real GDP grew at the fastest rate in two years, rising 2.9% and beating 
expectations for a 2.7% gain, data released Friday by the Bureau of Economic Analysis showed. The 
stronger pace of third-quarter growth was owing to an even sharper rebound in inventories investment 
than analysts expected, as well as a slightly narrower trade gap. The real-dollar change in inventories 
rose by $12.6 billion in the third quarter, compared with a $9.5 billion drop in the second, and 
contributed 0.6 percentage point to overall growth. Exports jumped by 10.0%, contributing 1.2 
percentage points to headline growth. That sharp acceleration from the second quarter's 1.8% gain 
mainly reflected an increase in exports of soybeans, the BEA said. 

 The value of U.S. durable goods new orders fell 0.1% in September, compared with expectations for a 
flat reading, as transportation orders posted a 0.8% decline, data released by the Commerce 
Department Thursday indicated. Meanwhile, new orders excluding transportation rose 0.2% in 
September, compared with the 0.1% increase expected. Orders excluding transportation rose 0.1% in 
August, an upward revision from the 0.2% decline previously reported. Total durable goods new orders 
were revised up to a 0.3% gain in August from the 0.1% gain reported with the factory orders data on 
Oct.  5. 

 Initial claims for U.S. state unemployment benefits fell by 3,000 to a slightly higher-than-expected level 
of 258,000 in the Oct. 22 week, data released by the Labor Department Thursday showed. Seasonal 
adjustment factors had expected an increase of 2.2% or 5,216 unadjusted claims in the current week. 
Instead, unadjusted claims rose by only 2,389 to 236,045. The current week's unadjusted level was 
below the 245,365 level in the comparable week a year ago. The Labor Department said there were no 
special factors in this week's claims data and no state claims needed to be estimated. 

 The pace of new single-family home sales rebounded to a lower-than-expected 593,000 seasonally 
adjusted annual rate in September following downward revisions to the previous three months, data 
released by the Commerce Department Wednesday showed. The sales pace was expected to post a 
603,000 annual rate, a decline from the previously reported 609,000 rate in August, based on a MNI 
survey of economists. New home sales in August was revised down  to a 575,000 rate from the 
previously reported 609,000 rate, while July sales were revised down to a 629,000 rate from the prior 
659,000 rate, but it remains the recent peak. 

 Chicago Federal Reserve Bank President Charles Evans told reporters Monday he expected the 
Federal Reserve to raise interest rates three times by the end of next year as inflation picks up and the 
labor market edges closer to full employment. "I've probably got about three (rate rises) priced in 
between now and the end of next year," Evans said. But whether the first rise since December should 
take place in November, December or January, he is "somewhat unsure." There's "not a strong indicator 
there," he said, adding that rather than communicating when the next rise might be, the Fed would be 
well served to be a little more explicit on the terms of the subsequent increases. 

UK 

 The yield on 10-year Gilts rose to 1.261% last week, up from 1.087% at the previous week’s bell, and 
enjoying a post-Brexit high driven by discounted chances of a Bank of England move to raise rates next 
week and mounting evidence that the economic impact of Brexit might not be as bad as first feared, at 
least until it actually happens.  

 U.K. consumer confidence deteriorated in October, driven lower by pessimism over the economic 
outlook, a survey showed Thursday. The GfK Consumer Confidence Index fell to -3 in October from -1 
in September but was up from the -7 posted in August. Consumers were more downbeat about the 
general economic situation, with a net 17% expecting the economy to worsen over the next 12 months 
compared with a net 9% in September. While consumers are gloomier about the economy they are 
rosier about their own finances. A net 6% expected their own finances to improve over the next 12 
months, little changed from a net 7% in September, and a net 14% said now was a good time to make a 
major purchase, up from 9% in September. 

 U.K. retail sales volumes rebounded in October after their September decline, the CBI Distributive 
Trades Survey found Thursday. The sales volume balance for October was 21, following an -8 outturn 
in September, while the expected sales balance for November was21. The three-month moving average 
rose to 7 from -4. The orders volume balance was -3 in October, with the expected orders balance 
declining to -8 for November. The data support the view of the Bank of England that the consumption 
side of the domestic economy will, at least near-term, remain robust. The fears are over investment and 
the supply side. 

 U.K. growth slowed in the third quarter, but outperformed forecasts by both private and Bank of England 
forecasters in the wake of the vote to leave the European Union. Gross domestic product rose by 0.5% 
in the first full quarter following the June 23rd referendum, according to preliminary data released on 
Thursday, topping the MNI median forecast of a 0.4% gain, down from the 0.7% pace recorded over the 
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previous three months. On an annual basis, GDP rose by 2.3%, outpacing forecasts of 2.2%, up from 
the 2.1% pace of the second quarter. The outturn far exceeds the Bank of England's latest projection for 
third quarter growth of 0.3%, an upward-revision from an earlier estimate of 0.1%. 

 Bank of England Governor Mark Carney said in Tuesday evidence to the House of Lords Economic 
Affairs Committee that sterling's recent weakness has, largely, not been owing to monetary policy but to 
market concerns over the shape of Brexit. Carney defended the benefits of quantitative easing to 
legislators and said that if he chose not to extend his term as BOE Governor it would be for wholly 
personal reasons and not because of politics. Carney has been under fire from some politicians and 
pundits over a host of issues, including his warnings over the likely downside impact on the U.K. 
economy from Brexit, along with the impact of ultra-low Bank Rate and QE on savers. 

 U.K. manufacturers order books deteriorated in October, but exports picked up as Sterling crumbled to 
its lowest level on record, a CBI survey found Monday. The CBI's monthly total order book balance fell 
to -17 in October from -5 in September, below its long run average of -15. The quarterly total new orders 
balance held steady at 9, with quarterly export orders rising to 8 from -2, the highest outturn since April 
2014. There were signs of a pick-up in inflation. The average price balance for the next three months 
rose to 8 in October from 5 in September, exceeding the long run average of 1. 

Europe  (ex. UK) 

 The yield on benchmark 10-year bunds climbed to 0.165% last week, up from 0.004% at the previous 
week’s finish, as investors expressed their doubts about the European Central Bank’s commitment to its 
bond-buying program, despite assurances from bank president Mario Draghi during the week.  

 The European Central Bank's unconventional policies remain necessary to ensure that inflation returns 
to its target of just below 2%, ECB Executive Board member Benoit Coeure said Friday. Speaking at a 
Frankfurt conference on challenges posed by low interest rates, Coeure pledged that the Bank would 
continue to offer support until inflation was on a sustainable path. Noting that the ECB has launched a 
wide range of unconventional measures since the outset of the crisis, Coeure said, "These measures 
were - and remain - necessary, and have been effective. 

 Belgian political leaders have reached a consensus and now support the EU-Canada trade deal, 
Belgian Prime Minister Charles Michel said Thursday via Twitter. Michel's comment was backed by Paul 
Magnette, the chief of government of the southern French-speaking region Wallonia and the leading 
holdout to the deal. "We have finally found an agreement among the Belgians that will now be submitted 
to European institutions and our European partners," Magnette commented. 

 Eurozone lending to the private sector accelerated further in September, data released by the European 
Central Bank showed Thursday. Adjusted for loans sales and securitizations, annual loan growth to the 
private sector increased to 2.0% in September, from 1.7% in August, the central bank said in its monthly 
release. The annual growth rate of adjusted loans to households stood at 1.8% and the annual growth 
rate of adjusted loans to non-financial corporations stood at 1.9% in September, both unchanged from 
the previous month. 

 Germany's key IFO business climate index continued to rise in October, with businesses more optimistic 
about both the current situation and prospects for the coming months, the IFO institute reported 
Tuesday. The IFO business climate index rose to 110.5 in October hitting the highest level since April 
2014, exceeding analysts’ expectations for the index to level out at 109.5 points. "The upturn in the 
German economy is gathering impetus," Ifo said in a statement. Companies expressed far greater 
optimism about the months ahead, with the expectations sub-index jumping to 106.1 from 104.5 in 
September, hitting the highest level since April 2014. 

Japan 

 The yield on 10-year JGBs rose to -0.044%, up from 0.059% at the previous week’s close, as the 
market dragged the uplift in international bond yields.  

 The BOJ said Friday it estimates that CPI minus volatile fresh food and energy, which it believes shows 
a clearer price trend on low crude oil prices, rose just 0.2% on year in September. The pace of increase 
shows a deceleration from 0.4% in August and this year's peak of 1.0% seen in February. Government 
data released Friday showed Japan's national average core CPI (excluding fresh food but including 
energy prices) fell 0.5% on year in September for the seventh straight drop, matching the pace in the 
previous two months. 

 Japan's Family Income and Expenditure Survey of Households with Two or More People from the 
Ministry of Internal Affairs and Communications released Friday showed real average household 
spending fell 2.1% on year in September for the seventh straight drop, against a fall of 4.6% in August, 
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as consumers remained cautious on uncertain economic growth prospects. It came in firmer than the 
median economist forecast for a decline of 3.0%. The pace of decline decelerated from August, when a 
series of typhoons hit some regions. 

 The Japanese economy is on a moderate recovery track although there are some soft spots, including 
sluggish consumption, the government maintained in its monthly economic report released Tuesday. 
While leaving its overall assessment unchanged, the government upgraded its view on industrial 
production for the first time in nine months to "showing signs of a pickup," from being flat previously. 
Itrevised up its view on business sentiment for the second month in a row, saying it is "largely flat," 
instead of "being cautious." "Overall, the corporate sector is solid but consumption still lacks strength," 
said Hideyuki Ibaragi, director of macro-economic analysis at the Cabinet Office. 

Source: Market News International 
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