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Equities 

Region / 
Country  

 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

ASIA-PACIFIC  
Hong Kong  HSI  21574.76 (445.99) (1.55%) (2.11%) 
India  BSE 30 26018.61 (470.95) (0.38%) 0.65% 
Japan  Nikkei  19427.67 26.52 2.07% 2.86% 
Singapore  STI  2873.98 (63.88) (0.30%) 0.36% 
South Korea  KOSPI  2035.55 (6.69) 3.79% 1.82% 
Taiwan  WSE 9078.64 (284.14) 8.88% 9.17% 
EUROPE 
France  CAC  4839.68 6.41 4.37% 3.53% 
Germany  DAX  11449.93 45.92 6.58% 6.73% 
Italy  FTSE MIB  19345.02 330.27 (9.68%) (9.84%) 
Russia  RTSI  1117.92 (17.60) 46.67% 42.32% 
U.K. FTSE 100  7068.17 56.53 13.23% 13.25% 
AMERICAS 
Brazil  IBOV  57937.11 (451.93) 33.65% 31.63% 
Mexico  IPC  45173.54 52.15 5.11% 3.66% 
Nasdaq  CCMP  5462.69 25.53 9.09% 8.26% 
U.S.  S&P 500  2263.79 5.72 10.76% 9.66% 
U.S.   DOW  19933.81 90.40 14.40% 13.24% 

Bonds 

  
Close 

Yield 
Previous Month ago Year ago 

10 Year Gilt  1.3440 1.4390 1.4490 1.9430 
10 Year BTAN  0.7100 0.7760 0.8060 0.9870 
10 Year Bund  0.2260 0.3140 0.2800 0.6280 
10 Year Japan  0.0550 0.0800 0.0300 0.2800 
10 Year Treasuries  2.5390 2.5970 2.3550 2.2640 

Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  
U.S.  3.75 3.50 3.50 
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 1.75 2.00 
Hong Kong  5.25 5.25 5.25 

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

US 

 The Dow Jones industrial average closed at 19933.81 for a 0.5% weekly gain, the S&P 500 was 0.1% 
higher for the period at 2263.79 while the Nasdaq Composite Index added 0.3% to 5462.69. The main 
indexes posted gains for the week but the Dow failed to break the 20,000-point barrier. The market has 
been rising since the U.S. election because investors are confident President-elect Donald Trump will 
cut corporate and individual taxes and boost infrastructure spending to help growth. The S&P 500 has 
risen more than 5% since the election while the Dow has gained more than 8%. Weekly volume was 
light last week with many investors already away for the Christmas and New Year’s holidays. Markets 
are closed Monday. 

 Apple has appealed a $14-billion tax demand after the EU said the iPhone maker got special treatment 
from the Irish government. The EU said the help was and illegal subsidy. Apple said the EU decision 
ignored the law. "It's been clear since the start of this case there was a predetermined outcome," Apple 
said. The EU "took unilateral action and retroactively changed the rules, disregarding decades of Irish 
tax law, U.S. tax law, as well as global consensus on tax policy, that everyone has relied on," it said. 
The EU will defend its decision, it said in a statement, and estimated the process would “take years.” 

 Walgreens and Rite Aid will sell 865 stores to competitor Fred's for $950 million. Walgreens said it was 
trying to close its $9.4 billion purchase of Rite Aid early next year. It said that it was selling the Rite Aid 
stores in response to concerns raised by federal antitrust regulators. 

 The European Commission is investigating if Facebook gave misleading information about its takeover 
of mobile messaging service WhatsApp. The EU's executive body said Tuesday it would give Facebook 
until Jan. 31 to answer a "statement of objections" about merger information. The Commission is 
worried Facebook can match its users' accounts with WhatsApp user accounts. "The Commission's 
preliminary view is that Facebook gave us incorrect or misleading information during the investigation 
into its acquisition of WhatsApp," EU Competition Commissioner Margrethe Vestager said in a 
statement. Facebook could face fines of up to 1% of turnover. 

 FedEx reported adjusted earnings Tuesday that missed expectations. Its shares fell 3% in after-hours 
trading. FedEx expects a record-breaking holiday-shipping season, saying demand is higher than usual 
because Christmas Day falls on a Sunday. Last month, FedEx said it expected volume to be up 10% 
from last year. Overall, FedEx reported net income of $700 million in the three months ending Nov. 30, 
up from $691 million in the same quarter a year ago. Earnings were $2.80 a share compared with the 
$2.91 a share analysts had expected, according to FactSet. Revenue rose 20% to $14.93 billion. 

 McDonald's plans to sell stores in mainland China and Hong Kong to Chinese state-owned 
conglomerate Citic Group and U.S. private-equity company Carlyle Group in a deal expected to top $2 
billion, Nikkei reported Thursday. An announcement could come early next year. McDonald's entered 
China in 1990 and now has about 2,200 stores there employing about 100,000. 

 Icahn Enterprises said last week it would sell wholly owned subsidiary American Railcar Leasing to 
SMBC Rail Services in a deal based on an enterprise value of $2.78 billion and a fleet of about 29,000 
railcars, according to a Reuters report. SMBC, part of Japan's Sumitomo Mitsui Financial Group, will 
have an option to buy an additional 4,800 railcars for about $586 million, the report said. This will 
increase the total price to $3.36 billion, Icahn said. 

UK 

 U.K. stocks closed the week up 0.8% at 7,068.17 but gains were limited by concerns over banks and 
the Christmas trading lull. 

 BP will spend nearly $1 billion for gas fields off Northwest Africa. It agreed with Kosmos Energy to take 
a 62% stake in the company’s exploration blocks off Mauritania and a 33.5% holding in those off 
Senegal. BP will operate the Mauritania fields. It is thought the fields may contain as much as 50 trillion 
cubic feet of gas as well as more than 1 billion barrels of oil. 

 British Airways cabin crews called off a planned Christmas strike, trade union Unite said Thursday, 
according to Reuters. Unite said it had received a revised offer from British Airways which will be put to 
a ballot. The planned cabin crew strike on Boxing Day has been suspended, too, Unite general 
secretary Len McCluskey said in a statement. British Airways welcomed the announcement. Thousands 
of cabin crew voted Dec. 16 in favor of strike action in the pay dispute and Unite had said more than 
2,500 members were to walk out after Dec. 21. A number of planned strikes have been called this 
month in the U.K. including by airline cabin staff, baggage handlers, rail conductors and Post Office 
workers. 
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 Lloyds Banking Group is buying the MBNA UK credit card business from Bank of America for $2.4 
billion to increase profit and reduce a reliance on mortgages. The deal will close in the first half of 2017 
and includes about GBP800 million of acquired equity and assumes GBP240 million for future claims. 
Lloyds will pay in cash generated by its ordinary business operations. The acquisition "increases our 
participation in the expanding U.K. credit-card market with a multibrand strategy and advances our 
strategic aim to deliver sustainable growth as a U.K. focussed retail and commercial bank," Lloyds' CEO 
Antonio Horta-Osorio said. 

Europe (ex. UK) 

 European stocks were mixed with banks higher after both Deutsche Bank and Credit Suisse settled 
investigations into U.S. mortgage securities sales and a bailout for Italy's oldest bank, Monte dei Paschi, 
was approved as Italy's government looked to end a protracted banking crisis that has hampered the 
economy. The Eurofirst 300 index stood at 1423.74 points at the end of the week, virtually unchanged 
from the week earlier.  

 Credit Suisse and Deutsche Bank must pay a combined penalty of more than $12 billion over their 
practices in the sale of U.S. mortgage-backed debt. Credit Suisse agreed in principle to pay U.S. 
authorities $2.48 billion to settle claims it misled investors in residential mortgage-backed securities, the 
Swiss bank said Friday. Credit Suisse will also provide $2.8 billion from the settlement over five years, it 
said. "Credit Suisse will take a pre-tax charge of approximately $2 billion in addition to its existing 
reserves against these matters. This will be taken in our 4Q 2016 financial results," it said. Deutsche 
Bank agreed to a $7.2 billion settlement with the DOJ over its sale and pooling of mortgage securities. 
The agreement in principle, announced by Deutsche Bank's Frankfurt headquarters Friday morning, 
offers some relief to the German lender, whose stock was hit hard in September after it acknowledged 
the Justice Department had been seeking nearly twice as much. 

 The U.S. Department of Justice filed a lawsuit Thursday in New York federal court accusing Barclays of 
deceiving investors about the quality of loans backing tens of billions of dollars of residential mortgage-
backed securities ahead of the financial crisis. The lawsuit said the alleged conduct happened between 
2005 and 2007 and involved deals including $31 billion in mortgage loans that turned out to be 
“catastrophic failures.” The government’s lawyers called Barclays’ due diligence on the deals a “sham.” 

 Swiss biotech company Actelion and Johnson & Johnson will enter exclusive talks about a "strategic 
transaction" in a move that appears to sideline competing suitor Sanofi. Actelion said Wednesday it was 
in exclusive negotiations with the U.S. healthcare company but there could be "no assurance any 
transaction will result." Johnson & Johnson confirmed the talks in a separate statement. French 
drugmaker Sanofi had been looking at Actelion to broaden its drug lineup as its main diabetes business 
comes under pressure. Actelion has a market value of $22.6 billion.  

 French food group Danone expects 2016 sales growth to come in below its original targets owing to a 
weaker-than-expected fourth-quarter performance at its European dairy business, Reuters reported 
Monday. Danone blamed worsening market conditions in Spain and problems with a new strategy for 
dairy brand Activia in some parts of Europe for the shortfall. "This is a very ambitious transformation for 
the brand. We have overestimated the speed at which the turnaround would occur," Danone Chief 
Financial Officer Cecile Cabanis said. 

 German industrial gases maker Linde and its U.S. competitor Praxair on Tuesday said they had agreed 
the terms of a proposed $65 billion "merger of equals." The agreement, which paves the way for the 
deal to be finalised, comes after a previous attempt failed in September. "Linde and Praxair today 
announced that the companies intend to combine in a merger of equals under a new holding company," 
the two companies said in a joint statement. "Under the Linde brand we want to combine our 
companies' business and technology capabilities and form a global industrial gas leader," Linde CEO 
Aldo Belloni said. Linde and Praxair estimated that the new combined company would have a market 
value “in excess of $65 billion." The merger will lead to annual savings of around $1 billion, they added. 

 Anheuser-Busch InBev will sell a majority stake in Africa's largest Coke bottler to the Coca Cola Co. for 
$3.15 billion, the final planned divestment following its purchase of competing brewer SABMiller. The 
world's largest beer maker and Coca Cola said in a joint statement Wednesday they had agreed the 
transfer of AB InBev's 54.5% stake in Coca-Cola Beverages. CCBA has operations in South Africa, 
Namibia, Kenya, Uganda, Tanzania, Ethiopia, Mozambique, Ghana, Mayotte and Comoros. The 
companies have also reached an agreement in principle for Coca Cola to acquire AB InBev's interest in 
bottling operations in Zambia, Zimbabwe, Botswana, Swaziland, Lesotho, El Salvador and Honduras for 
an undisclosed amount. The transactions, subject to relevant regulatory and minority approvals, are 
expected to close by the end of 2017. AB InBev has now raised some $27 billion from divestments of 
SABMiller's European, U.S. and China interests, recouping more than a quarter of the $97.7 billion it 
paid for the world's second largest brewer. 
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 The Italian government Friday rescued Monte dei Paschi di Siena after Italy's third-largest lender failed 
to raise the $5.2 billion it needed to stay afloat. The government said it was 100% guaranteeing the 
bank's retail customers with part of a E20 billion fund approved by parliament to ensure the stability of 
Italian banks. "This will allow the bank to continue its industrial plan," Economy Minister Carlo Padoan 
said. "Italy's third-largest bank will finally return fully in force to operate in support of the Italian 
economy." Shares in Monte dei Paschi were suspended Friday on the Milan stock exchange.  

Japan 

 Japan's Nikkei, closed for a holiday Friday, edged up 0.1% for the week. It has posted seven 
consecutive weeks of gains -- the longest winning streak since early 2013 – boosted by the yen’s 
weakness against a rising dollar. It closed the week at 19427.67 points. 

 Panasonic announced plans to turn group member PanaHome into a wholly owned unit, pursuing 
growth in Japanese home renovation and urban development in Southeast Asia. The boards of both 
companies approved the buyout Tuesday. Panasonic holds a 54% stake in PanaHome and will acquire 
the rest in a stock swap on Aug. 1, 2017, exchanging 0.8 share of the parent for each share of the 
subsidiary. PanaHome is to delist from the first section of the Tokyo Stock Exchange on July 27. 

 Electronic parts maker TDK has agreed to buy InvenSense, a U.S. chipmaker that produces motion 
sensors for Apple and Samsung Electronics, for $1.33 billion. In a statement Wednesday TDK said it will 
pay $13 a share to buy all of InvenSense. The deal will allow TDK, already a large smartphone 
components supplier, to increase its sensor technology offerings. InvenSense designs gyroscopes 
which help smartphones calculate motion, enabling augmented reality games such as Pokemon Go. 

 Trading house Mitsui & Co said Thursday it will sell a part of its stake in the Marcellus shale gas project 
in the U.S. to Alta Resources Development for $207 million. Mitsui wants to improve its energy and 
mineral resources portfolio and the deal will help it focus its future investments into more productive 
areas where it will retain its interests, Mitsui said in a statement. The stake it plans to sell accounts for 
about 20% of its total interest in the Marcellus shale gas project by output, the company said. Mitsui 
now has a stake equal to a daily gas production of about 300 million cubic feet. 

 Furniture seller Nitori Holdings' net profit jumped 36% year over year to a record Y47.5 billion for the 
March-November period in results announced Thursday on sales at new stores in urban areas and the 
addition of new low- to mid-priced offerings. Nitori added 39 locations in Japan and overseas. Existing-
store sales grew 7%. Overall sales rose 13% to Y379 billion, Operating profit rose 28% to Y70.2 billion 
yen. Gross margin improved 1.8 percentage points to 54.7%. 

Asia-Pacific (ex. Japan) 

 The Shanghai Composite Index fell for the week to close at 3,110.15 points. There was a general risk-
off sentiment heading into Christmas. Positive U.S. GDP news bodes well for China’s exports but trade 
tensions with U.S. have cast a shadow over the economic outlook. 

 Hong Kong stocks extended recent declines on worries that higher U.S. interest rates and a yet-to-
recover domestic economy would lead to a drop in corporate profits. The Hang Seng Index fell 5.06% 
over the week to close at 21,574.76. 

 Shares in Taiwan fell on thin trading volume with more foreign institutional investors away for Christmas. 
Market sentiment turned more cautious with institutional investors selling large-cap stocks and fears 
over a possible retreat on Wall Street. The Taiex Index closed at 9078.64 – down 0.88% for the week. 

 South Korea stocks lost 0.31% this week with the Kospi ending at 2,035.55 points. Many investors 
stayed on the sidelines ahead of the announcement of next year's economy policy plan. 

 Singapore stocks fell a little more than 2% for the week in spite of news that factory output jumped 
11.9% in November -- the fastest pace since March 2014 -- and 24 consecutive months of deflation 
came to an end. The Christmas period usually sees activity slow significantly as traders close their 
books and go on holiday. The Straits Times Index ended at 2,873.98. 

Emerging Markets 

 Brazil stocks fell about 0.7% for the week to 57937.11 points. The U.S. Department of Justice said 
Wednesday that a combined international settlement of $3.5 billion with Odebrecht S.A , a construction 
conglomerate based in Brazil and its related company Braskem S.A., a Brazilian-based petrochemical 
manufacturer, is “the largest-ever global foreign bribery” enforcement action. 

 Mexico’s IPC index posted a 0.12% increase for the week and closed at 45173.54 points on November 
trade-balance data showing the country posted its first surplus since February 2015. 
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 India stocks posted their biggest fall in five weeks as the market remained under pressure as a result of 
foreign institutional investor outflows on worries of a faster pace of interest-rate increases in the U.S. 
while an expected delay in the implementation of a domestic goods and services tax kept investors 
worried. The BSE 30 closed at 26018.61 points for a 1.54% weekly decline. 

 Russian stocks declined for the week even as President Vladimir Putin said economic contraction was 
slowing, capital flight was declining, and real wages were starting to recover. But economic difficulties 
remain, he said. The RSTI fell 1.55% for the week and closed at 1117.92 points. 

ALTERNATIVE ASSETS 

 Benchmark U.S. crude closed at $53.02 a barrel in New York and Brent crude, the international 
standard, closed at $55.16 a barrel in London. Both recorded weekly gains of about 0.1%. Overall 
sentiment remains positive on hopes international oil supplies will shrink after a deal last month by 
OPEC and other national producers to cut output by almost 2%. Data showed an eighth consecutive 
week of an increase in the number of drilling rigs active in the U.S. The rig count has climbed over the 
past two months as prices have risen after the agreement to cut oversupply.  

 Gold prices settled higher Friday but have still fallen for seven consecutive weeks. Gold for February 
delivery settled at $1,133.60 an ounce -- down 0.3% for the week.  Prices have fallen as the dollar has 
risen following the U.S. Federal Reserve interest rate rise and the election of Donald Trump. Investors 
expect his administration to introduce a large fiscal stimulus plan. 

FIXED INCOME 

US 

 The yield on the 10-year Treasury note fell for the first week since the U.S. presidential election on 
political concerns and terror attacks around the world. Australian police arrested three men for allegedly 
plotting a Christmas Day attack, President-elect Donald Trump tweeted about expanding the U.S.’s 
nuclear arsenal, a gunman killed the Russian ambassador to Turkey and a man rammed a truck into a 
crowded Christmas market in Berlin killing 12 and injuring dozens more leaving investors jumpy and 
weighing on yields. The 10-year Treasury yield fell 5.8 basis points to finish the week at 2.542%. 

 The U.S. economy grew at a 3.5% annual rate in the July-September quarter -- the fastest in two years 
and more than the government had previously estimated. The gain in gross domestic product was from 
added strength in consumer spending, business investment and the government sector, the Commerce 
Department said Thursday. The government had previously estimated last quarter's annual growth rate 
at 3.2%. The economy's acceleration last quarter was a pickup from 0.8% growth in the first quarter and 
1.4% in the second. Still, growth is expected to slow to a roughly 1.5% annual rate in the October-
December quarter. Growth for the entire year, economists say, is likely to be around 1.5%. 

 The Commerce Department on Friday said new home sales increased 5.2% to a seasonally adjusted 
annual rate of 592,000 units last month. That was the second highest pace since 2007. Economists had 
forecast single-family home sales -- which account for about 9.5% of overall home sales – would rise 
2.1% to a 575,000-unit rate last month. Sales rose 16.5% from a year ago, boosted by a 43.8% jump in 
the Midwest to a nine-year high. Sales rose 7.7% in the West - the highest level since January 2008 - 
but fell 3.1% in the South. They were unchanged in the Northeast.  

 Federal Reserve Chairwoman Janet Yellen said Monday wage growth was picking up and there was a 
healthy job market for recent college graduates. "While I expect workers will continue to face some 
challenges in the coming years, I believe...that the job prospects and career opportunities for new 
graduates at this time are very good," Yellen said in remarks prepared for the University of Baltimore's 
Midyear Commencement. Yellen did not mention current monetary policy or other economic conditions 
in her remarks that focused on the current state of the job market facing the new graduates.  

UK 

 The yield on 10-year Gilts hit a six-week low Friday in thin trade before the Christmas holiday, shrugging 
off stronger-than-expected British growth data and instead taking its lead from signs of progress in 
Italy's banking troubles. The yield dropped to 1.3440% from 1.4390% at the previous week’s close. 

 The U.K.'s current account deficit widened in the third quarter to 5.2% of GDP from 4.6% in the second 
quarter on deterioration in the trade balance. The Q3 current-account deficit widened to GBP25.494 
billion from GBP22.079 billion in Q2 -- the widest nominal gap since Q4 2015. Within this the Q3 trade 



Schroders Weekly market watch  

 

6 
 

deficit grew to GBP13.595 billion from GBP7.346 billion in Q2. The widening in the trade gap came 
despite the fall in sterling following the June 23 vote to leave the European Union, with exports falling 
and imports rising. The secondary income balance widened, to GBP5.826 billion from GBP4.846 billion. 

 Retail sales were strong in early December, with volumes the highest since September 2015, according 
to a CBI survey. The reported sales volume balance rose to 35 from 26, but the expected sales balance 
fell to 18 from 23. The data conform to the trend of robust consumer spending continuing in the second 
half of 2016, although there are doubts this will be sustained if inflation picks-up as expected next year. 
Ben Jones, CBI Principal Economist, said "while we still expect to see decent growth in the near term, 
the pressures on retail activity are likely to increase during 2017, as the effect of sterling's depreciation 
feeds through." The sales for time of year balance in December dipped to 21 from 24 and stocks in 
relation to demand fell to 17 from 27. 

 The latest XpertHR survey of employers found that in the three months to end November there was a 
modest pickup in whole economy median pay awards, rising to 1.6% from the 1.5% seen in the prior 
three-month period. The latest figure is below the 2% norm seen over the past few years, XpertHR's 
survey noted. In the private sector, the median pay deal in both services and industrial sectors held at 
2%, while public sector pay deals were stuck at 1%. 

Europe  (ex. UK) 

 The yield on benchmark 10-year bunds fell to 0.2260% from 0.3140% at the previous week’s finish.   
 The rising dollar has seen the euro exchange rate fall to its lowest in 14 years making it cheaper for 

American holidaymakers and helping European exporters. The euro, used by 19 countries, fell as low 
as $1.0352 Tuesday, which is its lowest since early 2003. The prospect of more interest rate rises by 
the U.S. Federal Reserve following a quarter-point increase in its benchmark rate earlier this month, has 
increased returns on dollar investments and so increased demand for the currency. 

 International Monetary Fund Managing Director Christine Lagarde was found guilty of negligence by a 
French court Monday in a case related to a state payout to a French businessman when she was 
finance minister in 2008. The court ruled that Lagarde, 60, was negligent by failing to challenge an 
arbitration settlement of E404 million awarded to the businessman and former entertainer Bernard Tapie 
in 2007 in a long-running legal dispute with the French government. The court did not hand down a 
sentence, however, which Lagarde's lawyer characterized as a "half victory," but he said an appeal 
would still be considered. The charges, which Lagarde denied in a trail that ended Friday, could have 
resulted in a E15,000 fine and up to a year in jail. Lagarde was not in the courtroom to hear the verdict, 
having already left France to return the U.S., her lawyer said. 

 German business morale rose in December, hitting its highest since February 2014 and supporting 
expectations that Europe's largest economy will rebound in the fourth quarter. The upbeat reading was 
welcomed by economists as a sign of economic resilience in the face of uncertainties that are clouding 
the outlook for Germany, including Britain's decision to leave the European Union, unpredictable U.S. 
policy under president-elect Donald Trump, and financial concerns over Greece and Italy. The Munich-
based Ifo economic institute said Monday its business climate index, based on a monthly survey of 
some 7,000 companies, rose to 111.0 after from 110.4 in November. The December reading compared 
with a consensus forecast for a value of 110.7.  

 Wage growth in the eurozone rebounded in the third quarter after slipping earlier in the year, according 
to the latest figures on hourly labor costs from Eurostat, Reuters reported. Total labor costs were 1.5% 
higher than the same quarter last year with wages and salaries increasing by 1.6%. Although weaker 
than the first quarter of the year the figures were an improvement on the 1% growth seen in the second 
quarter. Labor costs climbed to their highest in more than two years in November. Growth was stronger 
in the wider EU28 with hourly labor costs up 1.9%. 

 The French economy grew 0.2% quarter over quarter in the third quarter, statistics agency Insee said 
Friday. There was a contraction in the second quarter as terror attacks affected the country's tourism 
industry and agricultural output fell. In the third quarter consumer spending rose 0.1% and investment 
0.3%. Business investment recorded zero growth in the third quarter after a contraction in the second. 

Japan 

 The yield on 10-year JGBs fell to 0.055% from 0.0800% at the previous week’s finish as the Bank of 
Japan continues to intervene to maintain its zero interest rate policy target. 

 The government last week revised up its overall economic assessment -- the first upgrade in 21 months 
- saying "a modest recovery continues although with a delay in some areas." In its December monthly 
report the government saw brighter signs in private consumption, exports, factory output and business 
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sentiment. The economy's moderate recovery continued with some soft spots. The latest GDP data 
showed the economy grew 0.3% on quarter in July-September - or an annualized 1.3%. Private 
consumption, which accounts for about 60% of the GDP, rose 0.3% on quarter. It pushed up the total 
output by 0.2 percentage points. The government revised up its assessment of exports for the first time 
in nine months and said they were "showing signs of a pickup." Japan's exports fell 0.4% year over year 
in November for the 14th straight drop but the pace of declined decelerated from -10.3% in October. 

 The Bank of Japan will continue to keep interest rates low, central bank Gov. Haruhiko Kuroda said 
Tuesday. "Our yield curb control policy is going well," Kuroda said of the three-month-old policy to keep 
yields on 10-year Japanese government bonds at around zero. "We are undertaking the policy to create 
the right yield curb [for inflation to reach 2%]. I am not going to say that higher yields in conjunction with 
higher overseas yields are good. Nor are we going to raise our target for [long-term] rates." 

 Exports improved in November as a decline in the yen and a recovery in overseas demand helped 
shipments. Ministry of Finance data showed Monday exports fell 0.4% in the year to November. That 
compares with the 2.0% annual decline expected by economists in a Reuters poll and follows a 10.3% 
decline in the year to October. The value of exports to China, Japan's largest trading partner, rose an 
annual 4.4%, the first increase in nine months owing to higher shipments of car parts. In terms of 
volume, exports in November rose 7.4% from a year ago - more than a 1.4% annual decline in the 
previous month in a sign that external demand is picking up. 

 Financial assets held by households rose 0.6% from a year earlier to Y1,752 trillion at the end of 
September, up for the first time in three quarters, Bank of Japan data showed Monday. By asset type, 
cash and deposits, which accounted for 52.3% of household financial assets, climbed 1.4% to Y916 
trillion while shares and other equities fell 2.2% to Y150 trillion. The quarterly data showed the 
outstanding balance of Japanese government bonds grew 5.0% from the previous year to Y1,091 trillion. 

 The government will issue an additional Y1.8 trillion in bonds this fiscal year to make up for a shortfall in 
tax revenue and to help pay for a third extra budget. The government will cut its fiscal 2016 tax revenue 
estimate by 1.7 trillion yen to 55.9 trillion yen, reports said. The government has already issued Y2.75 
trillion in bonds to pay for a second supplementary budget. The further bond issuance will bring the total 
debt issuance this fiscal year to about Y39 trillion. The government expects tax revenue to increase as it 
projects the economy will expand a nominal 2.5% in fiscal 2017. 

 Support for Prime Minister Shinzo Abe’s cabinet fell from the previous month to 54.8% in a two-day 
nationwide poll conducted through Sunday last week by Kyodo News with nearly 70% of respondents 
opposed to a law allowing casinos. The cabinet approval rating dropped from 60.7% in November while 
the disapproval rating rose 3.7 percentage points to 34.1%. The survey also showed more than half of 
respondents had a negative assessment of the outcome of a recent Japan-Russia summit. 

Source: Market News International 
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