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Equities 

Region / 
Country  

 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

ASIA-PACIFIC  
Hong Kong  HSI  23129.21 (231.57) 5.15% 21.79% 
India  BSE 30 28240.52 358.06 6.11% 16.22% 
Japan  Nikkei  18918.20 (549.20) (1.03%) 10.05% 
Singapore  STI  3041.94 (22.91) 4.96% 19.66% 
South Korea  KOSPI  2073.16 (10.43) 2.30% 9.65% 
Taiwan  WSE 9455.56 7.61 2.18% 17.27% 
Shanghai     COMPOSITE 3288.17              (19.89) 1.22%                      14.72% 
EUROPE 
France  CAC  4825.42 (14.56) (0.78%) 14.16% 
Germany  DAX  11651.49 (162.78) 1.48% 23.49% 
Italy  FTSE MIB  19116.04 (213.22) (0.62%) 9.79% 
Russia  RTSI  1187.47 (4.90) 3.29% 70.38% 
U.K. FTSE 100  7188.30 3.81 0.64% 23.15% 
AMERICAS 
Brazil  IBOV  64953.93 (1080.05) 7.85% 64.07% 
Mexico  IPC  47225.10 (196.02) 3.47% 9.17% 
NASDAQ  CCMP  5666.77 5.99 5.27% 25.81% 
U.S.  S&P 500  2297.42 2.73 2.62% 20.12% 
U.S.   DOW  20071.46 (22.32) 1.56% 22.86% 

Bonds 

  
Close 

Yield 
Previous Month ago Year ago 

10 Year Gilt  1.3560 1.4690 1.3290 1.5310 
10 Year BTAN  1.0810 1.0370 0.7850 0.6110 
10 Year Bund  0.4140 0.4610 0.2690 0.2760 
10 Year Japan  0.0980 0.0800 0.0480 0.0690 
10 Year Treasuries  2.4666 2.4810 2.4540 1.8810 

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 1.50 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 

 U.S. stocks closed near highs with Dow industrials reclaiming a close above 20,000 points and the 
Nasdaq hitting a record. The Dow Jones industrial average closed at 20,071.46 points for a 0.11% 
weekly decline, the S&P 500 finished at 2,297.42 points, a gain of 0.12%, while the Nasdaq tacked 
on 0.11% to end at 5,666.77 points. Steps by U.S. President Donald Trump to roll back bank 
regulations and a stronger-than-expected January jobs report helped.  

 Trump signed an executive order directing the Treasury secretary to review Dodd-Frank legislation 
implemented in the aftermath of the 2008-09 financial crisis. The president signed a separate order 
that will delay the implementation of the “fiduciary rule.” Deregulation may improve the sector’s 
profitability - especially with rising interest rates that are good for banks. 

 Apple reported a bigger-than-expected rise in iPhone sales for the holiday quarter but forecast 
current-quarter revenue below estimates as customers hold back on upgrades in anticipation of the 
10th-anniversary iPhone. Apple sold 78.29 million iPhones in the first quarter ended Dec. 31, up from 
74.78 million last year, marking the first quarterly growth in iPhone sales in a year. The results 
reflected the first full quarter of iPhone 7 sales. International demand for smartphones is slowing and 
there is competition from cheaper Android units. Apple's services business, which includes the App 
Store, Apple Pay and iCloud, recorded an 18.4% growth in revenue. The company forecast total 
revenue of between $51.5 billion and $53.5 billion for the current quarter. The company's net income 
fell to $17.89 billion, or $3.36 a share, in the quarter from $18.36 billion, or $3.28 a share, a year 
earlier. 

 Facebook beat expectations with its quarterly earnings despite concerns its "ad load," or the number 
of advertisements it can show users, has reached its limit. Facebook on Wednesday reported fourth-
quarter earnings of $3.56 billion, more than double the $1.56 billion in the same period a year earlier. 
Net income a share was $1.21 from $0.54 a share. Earnings, adjusted for one-time gains and costs, 
were $1.41 a share. It posted revenue of $8.81 billion in the period - up 51% from $5.84 billion a year 
ago. 

 Exxon Mobil posted its smallest quarterly profit in more than 17 years as low oil and gas prices saw 
the company write down the value of some natural-gas holdings in the U.S. The 40% decline in 
fourth-quarter profit was Exxon's worst since 1998. But it stopped nine consecutive quarters where 
revenue declined year over year. New CEO Darren Woods didn't signal any change in strategy. He 
attributed the lower profit to a decline in oil and gas prices and the $2 billion natural gas write down.  

 Pfizer posted a “disappointing” profit for the fourth quarter but predicted better results for this year. 
The biggest U.S. drugmaker earned less than analysts had expected but revenue came in higher 
than projected. It reported Tuesday net income of $775 million, or $0.13 a share, compared with a 
loss of $172 million one year ago, as it reduced administration, sales, marketing and lawsuit 
spending. Excluding one-time items, profit was $0.47 a share. Quarterly revenue was $13.63 billion. 

 Walgreens lowered its offering price for drugstore competitor Rite Aid and, facing resistance from 
U.S. regulators, raised the number of stores it would be willing to sell to ease monopoly concerns. 
The combined companies initially expected to sell about 500 stores but that was increased to 1,200 
under terms announced Monday. The new offer for Rite Aid is between $6.50 and $7 a share 
depending on how many stores need to be sold. When the deal was first announced in late 2015 
Walgreens bid $9 a share, roughly $9.4 billion, for the nation's third-largest drugstore chain. The 
lower price range will cut the deal's value to between $6.84 billion and $7.36 billion based on Rite 
Aid's roughly 1.05 billion outstanding shares. The deadline to complete the deal, which had already 
been extended once and expired last week, was pushed back to the end of July. 

 Snap said Thursday it is seeking up to $3 billion in an initial public offering. Snapchat has millions of 
users and Snap has built its advertising business on this. But the company has also burned nearly 
$900 million in the past two years. The social network has 158 million daily users. 

UK 

 The FTSE 100 settled at 7,188.30 points, inching out a 0.05% weekly gain. U.K. stocks closed at a 
two-week high as bank shares climbed on plans by U.S. President Donald Trump to dismantle some 
U.S. regulations on the financial-services sector. The index notched its highest close since Jan. 20. 

 Royal Dutch Shell said Tuesday it would sell its stake in Thailand's Bongkot gas field to Kuwait 
Foreign Petroleum Exploration (Kufpec) for $900 million. Royal Dutch Shell is cutting debt after 
buying smaller rival BG Group for $70 billion - bringing its total divestments since April 2015 to $8.7 
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billion. The transaction will include Shell's 22.2% equity stake in the Bongkot field off the coast of 
Thailand. Kufpec said in a separate statement that the acquisition would provide it with 68 million 
barrels of oil equivalent in proved and probable reserves and approximately 39,000 barrels of oil 
equivalent per day of production. Shell is also selling a large part of its North Sea oil and gas assets 
to private equity-backed Chrysaor for $3 billion. 

 Vodafone Group confirmed Monday it was in talks to merge its Indian subsidiary with local rival Idea 
Cellular in an all-share deal that would create a new market leader. Vodafone, the world's second-
largest cellphone operator, entered India in 2007 and encountered fierce competition and a high-
profile tax battle. "There is no certainty that any transaction will be agreed, nor as to the terms or 
timing of any transaction," Vodafone said Monday of its talks with Idea. Last year saw the launch of 
Reliance Jio Infocomm - a new 4G mobile broadband network built by India's richest businessman, 
Mukesh Ambani, as part of his Reliance Industries conglomerate. Jio forced Vodafone to take a $5 
billion write down on Vodafone India last year. 

 Shares in British engineering and consultancy company WS Atkins rose 8% Monday after the Times 
newspaper reported it had been approached by U.S. company CH2M about a $4 billion merger. 
Atkins has been trying to diversify out of its home market which accounts for more than half of its 
revenue. The Times said privately owned CH2M made an approach for Atkins but it was unclear how 
far talks had developed. Neither CH2M nor Atkins would comment. Colorado-based CH2M, which 
has forecast essentially flat revenue for 2016 after it generated $5.4 billion in 2015, has been Atkins' 
partner on many projects. 

 The British government has reduced its stake in Lloyds Banking Group to less than 5% as it tries to 
return the bank to full private ownership. U.K. Financial Investments, which manages the 
government's stake, resumed share sales in October, having stopped for almost a year as a result of 
volatile markets. UKFI said Monday it had reduced its stake by about 1% to 4.998%. The 
government was left with a 43% stake in Lloyds after a GBP20.5 billion taxpayer-funded bailout 
during the 2007-09 financial crisis. The government is now selling the shares at below the average 
price it paid for them and has so far received about GBP18.5 billion. UKFI is selling about 1% of 
shares on average about every three weeks. This means at the current rate the bank should be fully 
returned to private ownership by around May. 

Europe (ex. UK) 

 The Eurofirst 300 stood at 1,436.45 points at the end of the week, a 0.72% fall in spite of moves by 
U.S. President Donald Trump on Friday to sign an executive action to scale back the 2010 Dodd-
Frank financial-overhaul law. 

 Shares of Banco Popular Espanol fell 5% Friday after the Spanish lender swung to a net annual loss 
of EUR3.48 billion in the fourth quarter from a EUR104 million profit in the year-earlier period. The 
company attributed the loss to bad loans and higher provisions. It said that the results reflected 
EUR5.69 billion in provisions - including nonrecurring provisions for credit and real estate and 
goodwill write downs on its Targobank unit. 

 Germany's Allianz has made an informal takeover approach to QBE Insurance, Australia's biggest 
insurer, but has not named a price, sources told Reuters on Monday. German newspaper 
Handelsblatt on Sunday reported it had floated an A$15 a share bid valuing QBE at A$20 billion, or 
$15 billion. QBE, one of the world's 20 biggest insurers, operates in North America and Europe as 
well as in Australia and New Zealand. It said in a statement it wasn’t in talks with Allianz or any other 
potential buyer. Allianz, Europe's largest insurer by market capitalization and No. 2 by booked 
premiums, didn’t comment. Australia is attractive because the population and economy are growing 
faster than in most other developed countries and the regulatory regime is more stable than in 
emerging markets. 

 Germany engineering company Siemens AG said Tuesday net income rose 25% to EUR1.93 billion 
for its most recent quarter and raised its earnings prediction for the year. It said the performance in 
the final three months of last year - the company's fiscal first quarter - allowed it to raise its outlook 
for all of fiscal 2017. It now expects earnings a share in a range of EUR7.20-EUR7.70 from 
EUR6.80-EUR7.20. The company said execution of orders from its backlog was helping power-and-
gas revenue. Revenue rose 1% to EUR19.11 billion. Orders, an important indicator of future 
earnings, fell 14% in the quarter from a year ago as a result of fewer big-ticket orders. 

 Fashion retailer H&M on Tuesday reported an increase in quarterly profit and said it would review its 
mix of stores and brands and spend more on e-commerce. The world's No. 2 apparel group after 
Zara owner Inditex said it would look to see if it had the right number of stores and brands in each 
market and that around 70 to 80 new stores this year would be brands other than its low-cost H&M. 
H&M said it would open around a net 430 new stores this year - a 10% rise.  
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Japan 

 Japan's Nikkei 225 Index finished the week down 2.82% at 18,918.20 points after the U.S. president 
accused Japan of devaluing its currency in pursuit of a trade advantage. 

 Sony will write down the value of its movie business by nearly Y112.1 billion in the third quarter 
thanks to weaker film profits as online streaming services sap demand for DVDs. In a statement 
Monday it said it had cut its outlook for earnings from DVD, Blu-ray discs and other home 
entertainment in line with a market decline. It said the pictures segment overall - including television - 
expected to see profits improve. A spokeswoman said Sony was going ahead with a turnaround plan 
strengthening markets outside the U.S. including India and China. Meanwhile, Sony will sell a 5.34% 
stake in medical website operator M3 for Y52 billion to U.S. investment bank Goldman Sachs, Sony 
said Tuesday. M3, which operates a web portal for doctors, is a growing Japan venture business. Its 
net profit for the nine months through December was Y11.79 billion, up 25.1% on the year. It has a 
market capitalization of nearly Y1 trillion. 

 Japan trust banks may sue Toshiba over its 2015 accounting scandal. Toshiba also faces a 
multibillion dollar write-down. Toshiba on Friday said it will sell a minority stake in its memory-chip 
business to raise funds and its overseas nuclear division was now under review. Chairman Shigenori 
Shiga is ready to step down to take responsibility for the upcoming charge - estimated at around $6 
billion, local news media have reported. Mitsubishi UFJ Trust & Banking said Monday it was 
preparing to seek Y1 billion in damages on behalf of its client pension funds. Sumitomo Mitsui Trust 
Bank and Mizuho Trust & Banking are preparing similar suits, according to sources with direct 
knowledge of the matter. 

 Video-game maker Nintendo's third-quarter profit more than doubled from a year earlier on sales of 
Pokemon game software, the company said Tuesday. Nintendo, which makes Super Mario games 
and will start selling the Switch console March 3, reported a better-than-expected October-December 
profit of Y64.7 billion - up from Y29.1 billion in the same period of 2015. Nintendo raised its full-year 
profit forecast to Y90 billion from an earlier Y50 billion - a more than fivefold increase from the 
previous fiscal year. It kept its sales forecast unchanged at Y470 billion. Nintendo's quarterly sales 
fell 21% to Y174.3 billion. 

 Mitsubishi Motors on Tuesday said it expected a smaller full-year net loss than previously forecast 
owing to lower costs and the effect of a weaker yen after swinging to an operating profit for the third 
quarter. Japan's sixth-largest carmaker posted an Y8.4 billion operating profit for October-December. 
Net profit was Y6.3 billion - down 18.3% from the same period a year earlier but improving from a 
first-half loss of Y31.6 billion. Domestic sales fell 24% year over year in the quarter. Sales in most 
other markets, including Asia, were also down. Mitsubishi now expects full-year operating profit of 
Y1.0 billion after previously forecasting a loss of Y27.6 billion. It sees a net loss of Y202.0 billion 
compared with Y239.6 billion. Mitsubishi said cost efficiencies from its alliance with Nissan Motor 
would improve its bottom line this year. 

Asia-Pacific (ex. Japan) 

 China's Shanghai Composite Index fell 0.59% to 3,140.65 on Friday in the single day of trading after 
the week-long New Year break. China's central bank surprised financial markets Friday by raising 
short-term interest rates, reinforcing views that China's authorities want to contain capital outflows 
and reduce risks to the financial system created by years of stimulus. Higher interest rates could 
encourage indebted companies reduce leveraging. 

 Hong Kong's Hang Seng index fell 0.99% over the week to settle at 23,129.21 points. The Nikkei 
Hong Kong Purchasing Managers' Index fell to 49.9 in January from 50.3 in December showing the 
city's private-sector economy broadly stagnant at the start of the year, index compiler IHS Markit said 
Friday. The weaker January PMI was partly dragged down by faster declines in output and new 
orders, IHS Markit said. 

 Taiwan's Taiex index ended at 9,455.56 points for a 0.08% addition. 
 South Korea's Kospi shed 0.5% over the period to end at 2,073.16 points. 
 Singapore Straits Times Index lost 0.75% over the past week to close at 3,041.94 points. Among the 

external events that moved the market was U.S. President Trump's immigration ban and the U.S. 
Federal Reserve's decision to keep interest rates unchanged at its first Federal Open Market 
Committee meeting of the year. 
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Emerging Markets 

 Brazil's Bovispa settled at 64,953.93 points for a weekly decline of 1.64%. Police arrested an oil and 
mining executive who was once Brazil's richest man on corruption charges Monday. Eike Batista was 
taken into custody after arriving in Rio de Janeiro from New York. Batista, who amassed and then 
lost a multibillion-dollar fortune, is accused of paying bribes to former Rio de Janeiro state Gov. 
Sergio Cabral, to gain advantage in landing government contracts. 

 Mexico's IPC was down 0.41% for the week at 4,7225.10 points amid continued tension between 
Mexico City and Washington. 

 India's BSE 30 added 1.28% for the week to finish at 28,240.52 points. The stock market generally 
cheered the government's budget that said it would cut taxes for poorer citizens and small 
companies and spend nearly $60 billion on public works. It pledged to maintain fiscal consolidation 
but put on hold a promise to cut the deficit to 3% of gross domestic product. Large companies hoping 
for tax reductions were disappointed. Technology companies lost share value on worries U.S. 
President Donald Trump would impose tougher rules on skilled-worker visas. 

 Russia's RSTI dropped 0.41% to close at 1,187.47 points. Russia appealed to the World Trade 
Organization Monday to settle a dispute with the European Union over antidumping duties imposed 
on its steelmakers. The EU introduced duties in August of between 18.7% and 36.1% on Russian 
cold rolled steel following allegations Russian steelmakers were exporting at unfairly low prices.  

ALTERNATIVE ASSETS 

 Oil futures finished higher for the week on data backing up production cuts by big oil producing 
countries but prices showed little reaction to news that the U.S. had imposed sanctions on Iran, one 
of the world’s top 10 crude-oil producers. Concerns over the potential for a sizable increase in U.S. 
producers, especially following data Friday which revealed a third straight weekly rise in the number 
of active domestic oil rigs, has kept oil prices in a tight trading range. On the New York Mercantile 
Exchange, March West Texas Intermediate crude rose $0.29, or 0.5%, to $53.83 a barrel. For the 
week, prices gained around 1.2%, according to data from Dow Jones. April Brent crude rose $0.25, 
or 0.4%, to $56.81 a barrel on London’s ICE Futures exchange with front-month contract prices 
about 2% higher on the week. 

 Gold prices posted their best weekly rise in about eight months. April gold settled up $1.40, or 0.1%, 
at $1,220.80 an ounce on Friday for a weekly gain of about 2.6% - the best weekly advance since 
the week ended June 10, according to FactSet data. Gold was higher Friday after the dollar lost 
ground due to the U.S. jobs report.  

FIXED INCOME 

US 

 The yield on benchmark 10-year Treasuries shed 0.58% to end the week at 2.4666%.  
 U.S. employers added 227,000 jobs last month, the Labor Department said Friday - the biggest gain 

since September. The unemployment rate rose to 4.8% from 4.7% percent in December. Average 
hourly wages barely rose and the number of people working part time who would prefer full-time 
work climbed. The January figures reflect hiring that occurred mostly before President Donald Trump 
was inaugurated Jan. 20. The president said he was satisfied with the jobs report and the hiring gain 
reflected confidence among employers about his administration. 

 The Federal Reserve left its main interest rate unchanged, due in part to uncertainty surrounding the 
policies of the new Trump administration. The Fed noted improved sentiment among consumers and 
businesses and said it is more confident inflation will reach its 2% target. The Fed offered no hints 
about when it will resume raising rates. In a statement Wednesday after its latest policy meeting the 
Fed said it wanted more time to monitor the economy and still saw a gradual pace of rate increases 
in the period ahead. The Fed said inflation "will rise to 2% over the medium term." Previously, it had 
said inflation was "expected" to rise to 2%. 

 Consumer spending increased in December at the fastest pace in three months, advancing 0.5% in 
December compared with 0.2% in November, the Commerce Department reported Monday. It was 
the best showing since spending jumped 0.7% in September. The increase was driven by a 1.4% 
rise on durable goods. Incomes rose 0.3% in December on a rebound in growth in wages and 
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salaries. Consumer spending accounts for 70% of economic activity. Overall growth had slowed to a 
weaker-than-expected 1.9% gain in the October-December quarter because of a fall in exports.  

 U.S. citizens were less optimistic about the economy this month after confidence rose to a 15-year 
high in December. The Conference Board, a business research group, reported Tuesday its 
consumer confidence index slipped to 111.8 in January from a December reading of 113.3 - which 
was the highest since August 2001. Americans overall have been upbeat since the Nov. 8 election of 
Donald Trump increased the chances of a tax cut. They are somewhat less optimistic about the 
outlook over the next six months for business conditions, jobs and the prospect that their incomes 
will rise. 

 U.S. home prices were higher in November on demand for homes and a shrinking supply of available 
properties. The Standard & Poor's CoreLogic Case-Shiller 20-city home index rose 5.3% compared 
with October's gain of 5.1%. Home sales have remained healthy even as mortgage rates have risen - 
suggesting homebuyers are trying to lock down purchases before rates increase further. Americans 
bought existing homes at the fastest pace in nearly a decade in November. Yet the number of homes 
for sale has fallen to a 17-year low, the survey showed Tuesday. 

 The National Association of Realtors said Monday more U.S. citizens signed contracts to buy homes 
in December. The increase possibly reflects more people looking to buy homes as mortgage rates 
have been rising.  Its seasonally adjusted pending home sales index rose 1.6% to 107.3 - a rebound 
after declining in November. Mortgage rates began to rise after Donald Trump's presidential win in 
November. Average 30-year fixed rate mortgages were 4.19% last week after averaging a low 3.65% 
for all of 2016. Pending sales contracts are a barometer of future purchases. A sale is typically 
completed a month or two after a contract is signed. Existing home buying activity dipped in 
December as the number of available homes for sale fell to their lowest level since 1999. 

 U.S. motor-vehicle sales fell in January as buyers recovered from holiday spending. January is 
typically the weakest month for U.S. motor-vehicle sales. Sales fell 2% to 1.1 million, according to 
Autodata Corp. General Motors, Toyota and Ford all reported declines. Tax refunds are expected to 
increase demand later in the year. President Donald Trump's promised tax cuts and infrastructure 
spending may increase demand for new vehicles. But his threatened taxes on vehicles imported from 
Mexico may make some new cars more expensive. 

UK 

 The yield on 10-year Gilts shed 7.69% over the period to end at 1.3560%.  
 Britain's consumers were less gloomy in January but there were signs they may be starting to reduce 

spending as a result of last year's Brexit vote pushing up inflation, a survey published Tuesday 
showed. Market research company GfK's monthly consumer sentiment index edged up to -5 in 
January from -7 in December. But a fall in the GfK's measure of the appetite for large purchases 
among consumers - which slipped to 10 from 12 in December - could be a sign of slower consumer 
spending this year. In December, GfK measured a big jump in households' willingness to make large 
purchases. The Bank of England has said consumers might have brought forward big purchases in 
anticipation of price rises in 2017. 

 Growth in Britain's private sector and confidence among consumers remained solid at the turn of the 
year, according to surveys published Monday. A CBI survey showed growth eased in the three 
months to January with the survey balance falling to +10 from +17 in December. "Resilience has 
been the hallmark of the U.K. economy since the EU referendum," CBI said. "But higher inflation is 
on the way which will erode consumer incomes while the impact of uncertainty since (Brexit) may 
cause investment spending to slow this year." A separate survey found that confidence among 
consumers mirrored the experience of business. Deloitte said its quarterly consumer confidence 
index dipped to   -6 from a series high of -5 three months earlier but was still above levels seen a 
year earlier. Consumer price inflation jumped to a two-year high of 1.6% in December and the Bank 
of England forecasts it will exceed 2.7% by the end of the year as sterling's post-Brexit fall pushes up 
the cost of imports. 

 Sterling's fall since Britain voted to leave the European Union saw the sharpest rise in factory costs 
last month but offered little boost to exports. The Markit/CIPS UK Manufacturing Purchasing 
Managers' Index fell to 55.9 from December's 30-month peak of 56.1. The survey out Wednesday 
suggested Britain's economy continues to expand at a solid rate with the PMI's gauge of factory 
output pointing to the fastest growth since May 2014. Raw-material costs rose at the fastest since 
PMI records began 25 years ago on the pound's near 20% drop against the dollar since June's Brexit 
vote and higher prices for steel and oil. Manufacturers raised prices they charged for their goods at 
the fastest pace since April 2011. 



Schroders Weekly market watch  

 

7 
 

Europe (ex. UK) 

 The yield on benchmark 10-year Bunds ended last week down 10.2% at 0.4140%.  
 Europe's economic recovery showed clear signs of improvement in the 19 countries that share the 

euro currency. Statistics agency Eurostat said Tuesday that Eurozone growth accelerated in the 
fourth quarter to 0.5% from 0.4% in the previous three months. As a result, the Eurozone economy 
grew by 1.7% in 2016. That helped unemployment drop 0.1 percentage point in December to 9.6%. 
That is the lowest since May 2009, ahead of Greece's financial collapse that year set off a Eurozone 
debt crisis. The growth and unemployment figures offer a boost to supporters of the European Union 
and the euro currency. Eurozone governments have had to bail out Greece, Portugal, Ireland and 
Cyprus, and set up new banking regulations aimed at preventing future crises.  

 Inflation across the Eurozone rose sharply in January to 1.8% from 1.1% the month before. Inflation 
was the highest since February 2013 and now at the ECB's goal of close to but just below 2%.  

 Eurozone factories started 2017 by increasing production at the fastest rate in nearly six years, 
according to a survey which showed manufacturers were more optimistic than they have been since 
at least mid-2012. The survey highlighted inflation - something that will be welcomed by 
policymakers at the European Central Bank who have struggled to get prices to rise as fast as they 
would like. IHS Markit's final manufacturing Purchasing Managers' Index for the Eurozone rose to 
55.2 in January from December's 54.9. Manufacturers were increasingly upbeat. A future output 
subindex rose to its highest at 66.9 from 63.7. 

 The European Union should create a publicly-funded asset-management company to buy some 
EUR1 trillion in bad loans that have become a brake on economic growth, the EU banking watchdog 
said Monday. The European Banking Authority said dealing with nonperforming loans was "urgent 
and actionable." Italian banks account for EUR276 billion of the bloc's bad loans. Ten 10 states have 
an average bad loan ratio of 10% compared with single-digit figures in the U.S. and elsewhere. 

 The European Central Bank will probably review its monetary policy stance in June but stop short of 
any decision on winding down its huge stimulus program, ECB Governing Council member Ewald 
Nowotny said Monday. There are growing calls in Germany to bring the ECB's EUR2.3 trillion bond-
buying program to an end as inflation there rebounds. Nowotny said that rate setters are likely to wait 
for the ECB's June economic forecasts before reassessing their policy stance and even then no 
decision is likely to be made about "tapering," or gradually ending, the program aimed at boosting 
inflation in the Eurozone. Nowotny said any increase to the ECB's interest rates, currently in negative 
territory, would only come after the start of "tapering," citing the policy adopted by the U.S. Federal 
Reserve. 

Japan 

 The yield on 10-year JGBs added 22.5% to close the week at 0.0980%.  
 Market participants were unenthused by the Bank of Japan’s bond-purchase announcement. The 

Bank of Japan kept monetary policy steady and maintained its optimistic price forecasts Tuesday, 
signalling its confidence that a steady economic recovery will accelerate inflation to its 2% target 
without additional stimulus. The BOJ maintained a pledge to guide short-term interest rates at minus 
0.1% and the 10-year government bond yield to around zero. In a quarterly review of its forecasts the 
BOJ raised its growth estimates for the fiscal year beginning in April and the following year. But the 
central bank left unchanged its already optimistic inflation forecasts for the coming years despite 
external factors that push up prices such as a rebound in oil prices and rising import bills from a 
weak yen. 

 Industrial-production growth in Japan eased in December. The preliminary reading from the Ministry 
of Economy, Trade and Industry showed output grew 0.5% month over month in December - down 
from 1.5% in November which was the strongest in five months. Year-over-year output grew 3% in 
December from 4.6% the previous month.  

 Japan's jobless rate was steady in December at its lowest in decades as household spending shrank 
at its slowest in more than a year. Overall household spending shrank 0.3% year over year in 
December. The positive trend in spending tracked Japan's jobless rate - which came in at 3.1% - the 
lowest level in 21 years. The job-to-applicant ratio rose 0.02% from a previous 0.143% - the highest 
level since June 1991. 
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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. 
 
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. 

 
 


