
 

 

 Weekly market watch 1 

 

 

Weekly market watch  
 
As at Friday September 22, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  27880.53 72.94 26.75% 17.34% 
India  BSE 30 31922.44 (350.17) 19.95% 10.95% 
Japan  Nikkei  20296.45 386.95 6.18% 20.76% 
Singapore  STI  3220.25 10.69 11.11% 13.15% 
South Korea  KOSPI  2388.71 2.64 17.88% 16.54% 
Taiwan  WSE 10449.68 (130.73) 12.93% 13.15% 
Shanghai     COMPOSITE 3352.53 (1.09) 3.20% 10.20% 
Europe 
France  CAC  5281.29 67.38 8.60% 17.11% 
Germany  DAX  12592.35 73.54 9.68% 17.97% 
Italy  FTSE MIB  22530.83 301.34 17.14% 35.42% 
Russia  RTSI  1122.42 1.41 (2.37%) 12.15% 
UK FTSE 100  7310.64 95.17 2.35% 5.78% 
Americas 
Brazil  IBOV  75389.75 (366.77) 25.18% 27.79% 
Mexico  IPC  50313.51 391.67 10.23% 4.87% 
Nasdaq  CCMP  6426.92 (21.55) 19.39% 20.37% 
US  S&P 500  2502.22 1.99 11.76% 14.93% 
US   DOW  22349.59 81.25 13.09% 21.51% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3550 1.3090 1.0870 0.7070 
10 Year OAT 0.7320 0.7100 0.7030 0.1990 
10 Year Bund  0.4470 0.4330 0.4000 -0.0960 
10 Year Japan  0.0190 0.0290 0.0430 -0.0270 
10 Year Treasuries  2.2540 2.2023 2.2131 1.6183 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.25 4.00 3.50 
Canada  3.20 2.70 2.70 
Japan  1.48 1.48 1.48 
Britain  0.25 0.25 0.25 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.50 1.50 
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. indexes were little changed last week despite continued escalation in the war of words between the leaders of the 
U.S. and North Korea. Telecoms shares drove the week’s marginal gains. Healthcare shares recorded small rallies after 
prospects for the legislative repeal of the Affordable Care Act receded when U.S. Senator John McCain said he would 
not vote in favor of the latest draft. The Down Jones edged up 0.4% to 22,349.59 and the S&P ended the week 0.1% 
higher at 2,502.22. The Nasdaq was down 0.3% to 6,426.92.  

– The chief executive of Westinghouse, Toshiba’s troubled U.S. nuclear energy arm, told the Financial Times on Monday 
that it remained unclear whether the Japanese parent company would seek a partial or total sale of the U.S. business. 
Westinghouse chief executive José Gutiérrez told the paper a successful restructuring process would see Westinghouse 
emerge from Chapter 11 bankruptcy protection “in the next few months.” Toshiba paid $5.4 billion for a majority stake in 
Westinghouse in 2006, but recent cost overruns at nuclear plants currently under construction in Georgia and South 
Carolina forced the firm into bankruptcy protection. Gutiérrez said Westinghouse was briefing the U.S. government on its 
restructuring, and will need to reconcile the company’s successful nuclear services business with the problems at its 
construction sites. Toshiba has said a sale is under active consideration, but that the field of potential buyers is limited by 
U.S. national security concerns to a handful of European utilities as well as Korea Electric Power Corporation of South 
Korea and Japan’s Hitachi. 

– Aerospace firm Northrop Grumman agreed to terms Monday with junk-rated rival Orbital ATK on a $9.2 billion merger, 
the fourth major consolidation in the defense industry in 2017 as merger activity accelerates in the sector. Northrop will 
pay $7.8 billion cash in addition to assuming $1.4 billion of Orbital’s net debt. The deal is predicated on a one-year, $8.5 
billion unsecured bridge loan, making the deal for Orbital the largest debt-backed acquisition by an investment-grade 
company since 2011. Northrop has signalled its intention to maintain investment grade rating status, although ratings 
firms Moody’s and S&P have countered that their respective Baa1 and BBB+ corporate ratings for Virginia-based 
Northrop would likely face downward revisions. The acquisition will not close until mid-2018. 

– Social media platform Twitter said Wednesday that its artificial intelligence had identified 95% of the approximately 
300,000 accounts the company closed due to terrorist activity in the first half of 2017. “Our anti-spam tools are getting 
faster, more efficient and smarter in how we take down accounts that violate our policy,” a company statement read. The 
announcement came as world leaders seek to increase requirements on technology firms, including Google and 
Facebook, over the proliferation of extremist content. U.K. Prime Minister Teresa May used a speech at the United 
Nations General Assembly to signal for a requirement that firms delete content within two hours, the window in which the 
majority of content is shared across multiple platforms. May’s call follows passage of a law by the German government 
earlier this year to fine social media companies that fail to purge extremist content. 

– Retailer Toys R Us filed for Chapter 11 bankruptcy protection on Monday pending a challenging restructure of its $5 
billion debt pile. Bain Capital took the bricks-and-mortar retailer private in a $6 billion leveraged buyout in 2005. The 
company has faced increasing challenges to profit margins from online retailers and superstores but ran into acute 
difficulties in September as rumors of a court filing led suppliers to demand immediate payment for shipments. This led to 
about 40% of the company’s toy suppliers to suspend deliveries, a liquidity problem that made it even less likely the firm 
could have refinanced a $400 million debt maturation due in mid-2018. Company bonds due next year lost four-fifths of 
their value in the two weeks to Sept. 18, and are now worth about 22 cents on the dollar. 

– Newly appointed Expedia CEO Mark Okerstrom said Tuesday that the travel company would prioritize revenue growth in 
non-U.S. markets. The firm currently books around 40% of company revenue from non-U.S. markets. Okerstrom’s 
comments come as competition intensifies among booking aggregators, with Priceline rolling out an advertising push for 
its subsidiary Booking.com and Chinese newcomer Ctrip.com pursuing greater market share following its $1.7 billion 
acquisition of flight search provider Skyscanner.     

– The U.S. said Tuesday that it had launched a criminal probe of a massive September data breach at credit scoring 
company Equifax, which the company first detected in July. Separately, Reuters reported Thursday that banks would 
likely seek reassurances from Equifax over the future integrity of its databases. The share price gained 13% over the 
previous week to close at $105.04. 

UK 

– The FTSE 100 index closed the week up 0.6% at 7,310.64, the largest weekly advance for seven weeks. News last week 
that Pyongyang could tests a hydrogen bomb in the Pacific generated jitters early in the week before traders waited on a 
key Brexit policy speech by U.K. Prime Minister Theresa May. The speech delivered Friday in Florence, Italy, led to a 
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sell-off in the pound as investors absorbed the absence of a British commitment to remain in both the European Union’s 
single market and customs union beyond a two-year interim period starting March 2019.         

– Chinese state utility China General Nuclear Power said Tuesday it would assemble a bid for equity in a nuclear power 
station being developed by Toshiba on the coast of northwest England. A stake in the three-reactor NuGen power 
station, which is to be developed in the 2020s for between $15 billion to $20 billion, would bring the Chinese state 
investment in U.K. nuclear infrastructure plants to four facilities. On completion, the NuGen plant would generate 7% of 
projected U.K. electricity demand.    

– Reckitt Benckiser Group said Tuesday that it would appoint Chris Sinclair to chair the company when incumbent Adrian 
Bellamy retires in 2018. Sinclair, a former CEO of toymaker Mattel, has served on the FTSE-listed consumer goods 
company since 2015.   

– FTSE 100-listed Kingfisher announced Wednesday that underlying profits increased 0.9% year on year to GBP440 
million. The do-it-yourself group recorded strong sales growth in Poland, although its performance in France fell back on 
the previous year as rival retailer Leroy Merlin continued to record strong sales. Kingfisher, the parent of homeware store 
B&Q, said its Screwfix subsidiary performed particularly strongly. Like for-like sales in Britain increased 5.9% year-on-
year. Kingfisher has seen some supply chain disruption in the past year, although the company said it was working 
through the problem. Kingfisher shares closed up 3.9% at 300.55 pence. 

– Irish carrier Ryanair apologized to both customers and shareholders Thursday following the company’s decision to 
cancel more than 2,100 flights due to staff rostering mistakes. Speaking at the company’s annual general meeting, 
Ryanair chief executive Michael O’Leary said 95% of ticket holders would have received refunds or alternative 
arrangements by the end of last week. Europe’s largest airline by fleet size faces a compensation bill estimated at up to 
EUR30 million. Shares in the airline closed the week at EUR16.45 

– Flag carrier British Airways on Wednesday released a preliminary proposal for a new company pension scheme as it 
prepares to close its existing final salary plan in April 2018. BA says it needs to shift all 17,000 members of its final salary 
plan to the new flexible contribution scheme to arrest a GBP3.7 billion deficit as of March this year. The company will 
now enter a period of consultation with trade unions over the plan. Shares in parent company International Consolidated 
Airlines peaked last week at 607.5 pence before closing the week at 588.5 pence. 

Europe (ex. UK) 

– The Eurofirst 300 improved 0.9% to close the week at 1,505.67 as voters in Germany prepared to go to the polls Sunday 
in an election widely expected to return Chancellor Angela Merkel.   

– L'Oréal founding family matriarch Liliane Bettencourt died Friday at the age of 94, generating speculation over the future 
of the family’s 33% stake in the French consumer goods giant. Three Bettencourt family members sit on L'Oréal’s board; 
they issued a statement Friday reaffirming their commitment to the company. Nestle will now review its 23% stake in 
L'Oréal, although the prospect of it acquiring the family stake, or buying L'Oréal outright, is lower after it reduced its 
shareholding from 31% in 2014. Shares in L'Oréal ended the week up 1.5% at EUR181.62.   

– Italy’s antitrust regulator, the Autorità Garante della Concorrenza e del Mercato, opened an investigation into Ryanair 
over alleged “unfair commercial practices” following the company’s cancellation of 2,100 flights. The antitrust authority 
said it would seek to establish whether the Irish carrier had violated clause 20 of Italy’s consumer code. Ryanair would 
face a maximum EUR5 million fine if an investigation finds a violation. The reputational risk Ryanair faces is poor timing, 
given that Ryanair is seeking to make a bid for loss-making rival Alitalia, Italy’s flag carrier. However, Italy Transport 
Minister Graziano Delrio said earlier last week that widespread consumer anger over Ryainair’s handling of the 
cancellations would not have an impact on an offer for Alitalia.       

– Germany’s ThyssenKrupp and India’s Tata Steel announced an agreement Wednesday on a joint venture to create 
Europe’s second-largest steelmaker, a deal long subject to speculation in the European steel industry. The companies 
said the new joint venture would establish a new headquarters in the Netherlands and cut 4,000 jobs from a current 
workforce of 44,000. Germany stands to lose the headcount and the headquarters, a prospect which led German Social 
Democratic Party leader Martin Schulz, the main challenger to Chancellor Angela Merkel in Sunday’s national election, to 
issue strong criticism over the deal. The companies said they expected the deal to close in 2018.    

– AP Moller-Maersk said Wednesday that it would sell oil tanker arm Maersk Tankers for $1.17 billion to AP Moller Holding, 
a wholly owned fund established by the founder of the Danish logistics firm. The move follows the sale last year by 
Maersk of its oil and gas arm to French energy company Total for $7.45 billion. Maersk will now establish a new 
consortium vehicle for the fleet together with Japan’s Mitsui & Co.    

– French fashion retailer SMCP, which owns brands Claudie Pierlot and Maje, notified the French stock market regulator 
Monday of its intention to list shares on the French bourse. The retailer filed a formal registration document with the 
national regulator, a prerequisite for an initial public offering in France. The company will remain majority-owned by 
China’s Shandong Ruyi, which plans to retain its existing 51% shareholding. SMCP also reported a 20% year-on-year 
rise in EBITDA for the first six months of 2017 to EUR73 million.    
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– Finnish energy firm Fennovoima said Monday that a planned nuclear plant with Russian state-owned Rosatom would not 
receive a permit before 2019. Fennovoima filed for a permit around two years ago but said this week it was still waiting 
on documentation from Rosatom needed by the Finnish nuclear watchdog to sign off on the construction.    

Japan 

– The Nikkei 225 advanced 1.94% to close the week at 20,296.45. The index gave up some of the gains recorded earlier in 
the week after the dollar fell back below JPY112 and traders booked profit ahead of the weekend.  

– Toshiba announced Wednesday that it had signed a deal with to sell its memory chip business to a consortium led by the 
U.S. private equity firm Bain Capital for $18 billion. Western Digital, the leader of a rival bidding consortium, attempted to 
offer new concessions to Toshiba during the week in an effort to trump Bain’s offer. Concerns remain that the Toshiba-
Bain deal may face obstruction from Western Digital, which is the joint-venture partner of Toshiba in the memory chip 
business. Toshiba said the deal with Bain assumed it could withstand legal challenges by Western Digital. 

– Hitachi Metals said Tuesday that it had filed a formal compliant with the U.S. International Trade Commission against five 
Chinese companies, alleging theft of trade secrets. Advanced Technology & Materials Co, one of the five companies 
named in the suit, released a statement denying the allegation and threatened Hitachi with legal action. At issue is 
technology required to manufacture amorphous metals, specifically for the use in transponders. The other four Chinese 
firms named in the complaint are AT&M International Trading, Beijing ZLJG Amorphous Technology, CISRI International 
Trading and Qingdao Yunlu Energy Technology Co. 

– The Japanese government said Tuesday that it would target retail investors with a share sale of national logistics 
operator Japan Post. Reuters reported midweek that the $11.6 billion offering was already fully subscribed, which would 
see the stock enter the Nikkei 225 index starting Oct. 2. Japan Post shares ended the week down 2.78% to close at 
JPY1,363. 

Asia-Pacific (ex. Japan) 

– Regional markets faced pressure going into the weekend following North Korea’s announcement that it could soon test a 
hydrogen bomb in the Pacific Ocean. Mainland China’s Shanghai Composite Index was barely changed last week, down 
1.09 points to 3,352.53. Traders shrugged off a one-notch downgrade to China’s sovereign debt rating by Standard & 
Poor’s, from A+ to AA-, citing risks to the Chinese economy from recent credit growth. Expectations continue that the 
Chinese government will maintain stability in the run-up to a key Communist Party conference starting Oct. 18. The index 
broke the 3,000-point threshold in mid-August this year.  

– Hong Kong’s Hang Seng index moved 0.26% higher to end the week at 27,880.53. The Hang Seng ended the week in 
positive territory despite recording its largest one-day drop for one month on Friday on the back of the S&P credit 
downgrade for China. 

– South Korea’s Kospi edged up 0.11% to 2,388.71 for the week. Shares of steelmakers dragged on the index, though, 
amid press reports that the U.S. could implement tariffs on South Korean steel exports. 

– Taiwan Taiex fell 1.24% on the previous week to close at 10,449.68. The index was dominated by news Friday that 
smartphone manufacturer HTC had agreed terms with Google on a $1.1 billion partnership. 

– Singapore’s Straits Times Index rose 0.33% to 3,220.25, buoyed by gains in local banking stocks DBS Group Holdings 
and OCBC Bank.  

Emerging Markets 

– Brazil’s Bovespa index fell 0.49% to close at 75,389.75 as declining stocks, led by real estate and industrials, 
outnumbered advancing shares. In the year to date, the index is up 25.18%.  

– Mexico’s IPC gained 0.78% to end the trading period at 50,313.51. Stocks fell quickly Tuesday following a 7.1-magnitude 
earthquake that hit the capital on Tuesday before the Mexican Bolsa exchange announced it would suspend trading.    

– India’s BSE fell 1.09% to 31,922.44. The 30-share index lost ground amid concerns over further bellicose rhetoric from 
North Korea. Hindalco and Tata Steel lost ground as the number of declining stocks significantly outweighed those 
recording advances.  

– Russia’s RTSI closed 0.13% higher at 1,122.42. The aggregate of Russia’s 50 most-liquid trading stocks was down 
2.37% in the year to date but on a year-on-year basis the closing value Friday was 12.15% higher. Russia won't end its 
oil export duty until 2022-2025, Finance Minister Anton Siluanov said Monday. Previously, the finance ministry had 
considered cutting the oil export duty to zero between 2018 and 2020. Government officials have said it would be easier 
to just tax oil and gas producers at home instead of collecting export duties as well. Oil and gas companies support the 
changes, saying taxing their profits rather than exports and exploration would spur production as it better reflects 
exploration costs and risks.  
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Alternative Assets 

– Oil prices ended the week higher following a meeting of OPEC on Friday in which the member states indicated they 
would press ahead with plans to limit production in order to further drain international reserves. Alexander Novak, the 
energy minister of Russia, which cooperates with OPEC but is not a full member, said the pact to restrict production 
could be phased out no earlier than the second quarter of 2018. West Texas Intermediate crude prices closed up 1.54% 
at $50.66 a barrel on the New York Mercantile Exchange. Brent Crude, the international standard for oil prices, ended 
the week up 2.23% at $56.86 on London’s ICE Futures Exchange.  

– Gold futures ended the trading session down, with the December contract price falling 2.10% over the previous week to 
$1,297.4 an ounce.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasury notes increased to 2.2540% from 2.2010% a week earlier. Treasury yields 
remained at recent highs after the Federal Reserve briefed markets over the increased likelihood of another interest rate 
rise before the end of the year on the back of strong economic numbers released mid-week. Twelve out of 16 members 
of the Fed’s Federal Open Market Committee signalled support for another rate rise this year, likely in December.  

– Initial claims for U.S. state unemployment benefits fell by 23,000 to 259,000 in the Sept. 16 employment survey week, 
well below the 305,000 level that was expected and suggesting that some displaced workers have not been able to file 
yet, data released by the Labor Department on Thursday showed. Claims were up 27,000 from the level of 232,000 in 
the Aug. 12 employment survey week, so there was an impact from the recent hurricanes on the claims data, and by 
extension the payroll figures. However, that impact is not as large as it could have been if the full impact of Florida claims 
was considered. Unadjusted filings in Texas fell by 23,549, a second straight decline. However, unadjusted filings in 
Florida more than doubled, rising by 5,133 to 9,906 from 4,773 in the previous week. Also, filings in Puerto Rico rose 
2,245 to 2,528 from only 283 the previous week. 

– Nothing less than a material shock to the U.S. economy will cause the Federal Reserve to reverse course on its plan to 
taper asset purchases, Chair Janet Yellen said Wednesday, underscoring the strength of the Fed's determination to see 
the years-long program through. That commitment could be tested in coming months as the European Central Bank and 
others follow in the Fed's footsteps with their own plans to wind down their balance sheets, draining liquidity from global 
financial markets. But Fed officials, seeing signs the domestic economy will continue to expand at an above-potential 
rate and improved economic conditions abroad, appeared confident they have enough room to offset negative shocks. 

– The Federal Reserve on Wednesday set into motion a multi-year program to shrink its $4.5 trillion balance sheet and 
kept short-term interest rates on hold, as expected. Updated forecasts and the post-meeting policy statement also left a 
December rate increase on the table and signalled confidence about the pace of planned hikes next year. The Federal 
Open Market Committee's updated quarterly forecasts call for a fed funds rate in the 1.25% to 1.50% range by year-end, 
matching June's forecast and representing one more rate increase this year. For 2018, the median policymaker sees the 
benchmark rate in the 2.00% to 2.25% range, unchanged from June, though those who had forecasted higher rates in 
June pared them back as officials downgraded expected progress on their inflation target. 

– The Fed’s "quantitative tightening" plan for will reduce the investment of principal payments by a total of $10 billion per 
month during the fourth quarter this year, with a breakdown of $6 billion in Treasuries and $4 billion in mortgage-backed 
securities. This amount will gradually increase in coming quarters so that starting in October 2018, the total not being 
reinvested will be $50 billion per month, with a breakdown of $30 billion in Treasuries and $20 billion in mortgage-backed 
securities. 

– Home resales fell 1.7% in August to an annual rate of 5.35 million, below expectations for a slight increase to a 5.48 
million pace, but reflecting a sharp decline in Houston sales due to Hurricane Harvey, data released by the National 
Association of Realtors on Wednesday showed. Sales in Houston declined by 25% from their year-ago level, NAR Chief 
Economist Lawrence Yun told reporters. Without that decline, sales would have been roughly flat in the month. Yun said 
that he expects sales in the Houston region and most of Florida to be weak over the next four to five months, before a 
rebound in 2018 due to the sales delays at the end of 2017. 

– Global growth is firming, led in part by a healthier Eurozone, the Organization for Economic Cooperation and 
Development said Wednesday. In its interim economic outlook report, the Paris-based OECD said the global economy 
would grow by 3.5% this year, unchanged from its forecast in June, but would accelerate to 3.7% in 2018, an upward 
revision from the 3.6% it forecast in June. "The upturn has become more synchronised across countries," the OECD 
said. "Investment, employment and trade are expanding."  
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UK 

– The yield on 10-year Gilts rose to 1.3550% from 1.3090% one week earlier as traders priced-in a hawkish statement 
from the U.S. Federal Open Market Committee’s mid-week policy meeting.   

– A Bank of England Working Paper published Friday concludes that it is not beneficial for a central bank to maintain 
"permanent quantitative easing" and that QE unwind should start before hiking the policy rate. The paper was written by 
Richard Harrison, a senior advisor with the BOE’s Monetary Assessment and Strategy Division, who has been a leading 
light in the BOE's research into QE. His conclusions are, at face value, at odds with the Monetary Policy Committee's 
current approach of only starting QE unwind when the Bank Rate is raised from its current level of 0.25% to around 2%. 

– Retail activity is poised to exert a positive influence on gross domestic product in the third quarter, according to a 
clarification provided by the Office for National Statistics on Thursday. Unveiling a 1.0% rise in August retail sales 
volumes on Wednesday, a National Statistician told journalists that retail sales must rise by a near-record 2.9% in 
September if third quarter sales volumes are to match the second quarter. 

– U.K. industry's order book balances dipped in September from August, but were still high by historic standards, a survey 
published Friday found. The CBI Industrial Trends survey showed September's total order book balance at 7, down 13 in 
August but still way above the survey's long-run average of -14. The export order book balance came in at 10 compared 
with 11 in August. The volume of output balance fell to 17 in September from 30 in August but expectations were 
undimmed at 28, compared with 30 in August. Inflation pressures were still evident, with the expected prices balance for 
the next three months coming in at 18, compared with the previous 19. 

– Italy stands "rock solid" with the rest of the European Union's remaining members in pushing forward Brexit negotiations 
with determination and that the EU's progress must continue, a government source close to Italian premier Paolo 
Gentiloni told Market News on Thursday. "There's a link between Brexit and the further development of the European 
Union. The U.K.'s exit paradoxically stands as a window of opportunity to complete the EU project. Italy is on the frontline 
and right now, even in the spotlight," said the official, a councillor on EU affairs. 

– A Bank of England survey of chief financial officers in Britain found that while they expected softer sales growth in the 
year ahead and saw Brexit on balance as a downside risk, the vast majority of firms were not planning to shift any part of 
their business abroad. The BOE Decision Maker Panel (DMP) survey found that the CFOs expected nominal sales 
growth, on average, to decline from 7.6% in the year through Q2 2017 to 5.3% over the coming year. Employment 
growth was also expected to soften, but few firms are planning to leave Britain. 

– Donald Kohn, a member of the Bank of England Financial Policy Committee, warned Tuesday that central banks finally 
starting to tighten policy will throw up fresh financial stability risks. In a speech at a Bank for International Settlements 
Conference, Kohn said that gradual and predictable setting of monetary policy would support financial stability. Hiking 
interest rates and unwinding quantitative easing, however, would create its own stability risks. "Monetary policy can 
contribute to financial stability by acting as gradually and as predictably as allowed by the evolving economic 
circumstances," Kohn said.  

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds increased to 0.4470% from 0.4330% a week earlier. The make-up of the future 
German government remained far from clear. Forschungsgruppe Wahlen's poll published Thursday backed up Merkel's 
justifiable confidence, placing her center-right CDU/CSU party far ahead of their closest challengers. Their "projection" 
figures, which also take into account "longer-term convictions and tactical considerations" of voters, have the CDU/CSU 
at 36%; center-left SPD at 21.5%; far-right AfD at 11%; liberal FDP at 10%; far-left Die Linke at 8.5% and the Greens at 
8%. 

– Greece is set to see the end of its Excessive Deficit Procedure as early as Monday, with European Union member states 
set to approve the move. No formal discussion is expected, as it is clear that the Greek deficit is now under the EU legal 
threshold of 3% of GDP. Athens had a positive balance of 0.7% of GDP through 2016 and it is expected to have a deficit 
of 1.2% in 2017, according to both Eurostat and EU Commission forecasts. The end of the EDP would be a symbolic 
move for the highly indebted country, but it wouldn't materially change its obligations to comply with the financial support 
program agreed in August 2015, which runs until 2018 and involves a comprehensive set of structural reforms in 
exchange for low-interest loans. 

– The European Commission on Wednesday launched its official proposal for stronger supervision of financial markets. 
However, the proposal immediately ran into objections from legislators and industry experts, particularly the plan to strip 
lawmakers of the power of final appointments to senior positions on regulatory bodies. For German MEP Sven Giegold, 
economics and financial spokesperson for the Greens/EFA parliamentary group, this would a step too far in removing 
powers from the European Parliament. "Losing the right of nominating the ESA chairs, I'm deeply convinced that this will 
never have a majority in the parliament," he told MNI. 
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– Italy's Banking Association said Tuesday that the volume of net bad loans sitting on lenders' balance sheets dropped to 
EUR65.8 billion in July, falling from EUR71.2 billion a month earlier and confirming the downward trend of recent months. 
It is the lowest level recorded in the last two years, as banks continue to solidify their financial position. July net bad 
loans are down sharply on the EUR86.8 billion cycle peak recorded in December, and by roughly EUR23 billion on 
November 2015, when they hit a record EUR89 billion, the ABI said in its September outlook report. 

– The French government said Tuesday that it will meet the 3.0% Maastricht Treaty deficit target this year for the first time 
since 2008. The Finance Ministry said the deficit for 2017 will be 2.9% of GDP, and it revised its forecast for next year 
downward to 2.6% from 2.7%. "The government is thus working resolutely towards an exit in 2018 from the European 
excessive deficit procedure," the ministry said in a statement. 

– The European Union can get a safe asset for debt issuance without the need for controversial Eurobonds, Pierre 
Moscovici, the European Commissioner for Economics and Financial Affairs, told the Brookings Institution on Monday. 
"In the medium-to-long term, it will be necessary to establish a genuine European safe asset. This safe asset would 
ultimately be a new instrument for issuing common debt," Moscovici said in Washington. "We are not talking about 
Eurobonds, which would be a red line for some such as Germany, but could be a vehicle for future issuance," he added.  

Japan 

– The yield on 10-year JGBs closed at 0.0190% from 0.0290% one week ago amid heightened risk aversion over concerns 
that North Korea could test a hydrogen bomb in the Pacific.  

– The latest data show continued weak wage growth but consumer spending is still expected to continue to support 
Japan's modest economic recovery, at least for now. Total monthly average cash earnings per regular employee in 
Japan fell 0.6% on year in July, revised down from the 0.3% drop reported in preliminary data, as the decline in summer 
bonuses was steeper than initially reported, data from the Ministry of Health, Labor and Welfare released Friday show. It 
was the first year-on-year drop in 14 months after a 0.4% rise in June, but government officials argued the gradual 
uptrend remains intact. Bonuses and other special pay fell 3.1% in July from a year before, revised down from the initial 
reading of a 2.2% drop. It was the first drop in six months after +0.4% the previous month. 

– Bank of Japan Governor Haruhiko Kuroda repeated Thursday that the central bank won't let a rise in U.S. interest rates 
lead to a premature rise in domestic borrowing costs as there is still a long way to go to reach the bank's 2% inflation 
target. Kuroda said the BOJ's policy is not directly affected by that of the U.S. Federal Reserve, which on Wednesday 
decided to shrink its balance sheet starting in October and made clear another rate hike was possible before the end of 
the year. 

– Bank of Japan economists are cautiously analyzing a strong real export rise in August and an expected slip in consumer 
spending during the month, keeping their assessment that the economy will show a solid but slower expansion in July-
September when bumps in data are evened out. The real export index calculated by the BOJ based on the trade data 
released by the Ministry of Finance on Wednesday showed a relatively high 3.0% gain on month in August after rising 
1.7% in July, but this does not make BOJ officials overly optimistic about the strength of external demand. Details of the 
real trade indexes are due out Monday, but the rebound in July and August is believed to have been led by firmer 
shipments of smartphone parts and other information technology goods after what both BOJ and government officials 
called a temporary slump in the April-June quarter. 

– The Bank of Japan's quarterly Tankan survey for September is expected to show sentiment among many business 
sectors improved from three months ago, thanks to firmer global demand and resilient domestic consumption. Major 
manufacturers are being supported by a gradual upturn in overseas demand and a pickup in domestic consumer 
spending, although they remain cautious about the outlook amid geopolitical risks posed by North Korea's nuclear arms 
threat. The MNI survey median forecast for sentiment among major manufacturers is +18, up slightly from +17 in the 
June survey, which would be the fourth straight quarterly rise. The forecasts by 11 economists ranged from +14 to +20. 

 

 

 

 

 

 

 



 

 Weekly market watch 8 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 
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