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Weekly market watch  
 
As at Friday September 29, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  27554.30 (326.23) 25.27% 16.07% 
India  BSE 30 31283.72 (638.72) 17.55% 12.19% 
Japan  Nikkei  20356.28 59.83 6.50% 21.94% 
Singapore  STI  3219.91 (0.34) 11.10% 11.68% 
South Korea  KOSPI  2394.47 5.76 18.16% 15.75% 
Taiwan  WSE 10329.94 (119.74) 11.63% 11.42% 
Shanghai     COMPOSITE 3348.94 (3.59) 3.09% 11.69% 
Europe 
France  CAC  5329.81 48.52 9.59% 19.94% 
Germany  DAX  12828.86 236.51 11.74% 23.29% 
Italy  FTSE MIB  22696.32 165.49 18.00% 38.91% 
Russia  RTSI  1136.03 13.61 (1.18%) 13.63% 
UK FTSE 100  7372.76 62.12 3.22% 6.55% 
Americas 
Brazil  IBOV  74293.51 (1096.24) 23.36% 27.32% 
Mexico  IPC  50346.06 32.55 10.30% 5.61% 
Nasdaq  CCMP  6495.96 69.04 20.67% 23.28% 
US  S&P 500  2519.36 17.14 12.53% 17.12% 
US   DOW  22405.09 55.50 13.37% 23.49% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3650 1.3550 1.0000 0.7220 
10 Year OAT 0.7440 0.7320 0.6560 0.1860 
10 Year Bund  0.4640 0.4470 0.3420 -0.0117 
10 Year Japan  0.0600 0.0190 0.0000 -0.0940 
10 Year Treasuries  2.3360 2.2510 2.1300 1.5570 

 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. 

 

Equity Markets 
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US 
– Stock prices ended the week, the month and the quarter up with the Standard & Poor’s 500 index and Nasdaq composite at 

highs Friday. The Dow Jones rose 0.25% to 22,405.09 points last week while the S&P was up 0.68% at 2,519.36 points.   The 
Nasdaq gained 1.07% over the week to close at 6,495.96 points.  

– T-Mobile US Inc. is close to agreeing tentative terms on a deal to merge with Sprint Corp., people familiar with the matter said 
Friday, according to Reuters. A breakthrough in the merger will consolidate the U.S. telecommunications market and represent 
the first transformative U.S. merger with significant antitrust risk to be agreed since the inauguration of U.S. President Donald 
Trump in January. 

– Google said Thursday it will present users with photos and prices when they search for products online and offer a link to where 
they can be purchased. It said it will bid for those spots against other comparison shopping services and treat its Google 
Shopping unit as a separate company that needs to turn a profit. 

– Amazon.com Inc. sold about $1.6 million in Whole Foods beans, breakfast cereal and other store-brand products in the first 
month since taking over the organic supermarket chain. Amazon completed $500,000 in online sales in the first week after it 
started offering Whole Foods’ “365 Everyday Value” products, according to the One Click Retail, an e-commerce data analytics 
firm that focuses on the site’s transactions. Weekly sales fell to about $300,000 for the next two weeks after Amazon ran low on 
some products but rebounded in the fourth week, reports said.  

– Chevron Corp Vice Chairman Mike Wirth will become chief executive next February replacing retiring John Watson, the oil and 
natural gas producer said Thursday. 

– Rovio Entertainment, the company behind the Angry Birds game, was valued at about $1 billion as it prepared to go public 
Friday. Overall, Rovio’s titles have been downloaded 3.7 billion times, the company said. 

– The U.K. said Boeing's behavior in a trade dispute with Bombardier "could jeopardize" its future defense contracts with the 
government. The British Defense Secretary made the warning after a ruling was made in the U.S. to impose punitive tariffs on 
the plane maker Bombardier - one of Northern Ireland’s biggest employers. 

– New York State’s financial services regulator issued a subpoena to Equifax Inc. demanding it provide more information about 
the data breach the credit-reporting company disclosed in September, a person familiar with the matter said Wednesday 
according to a Reuters report. Equifax announced Tuesday that Chairman and Chief Executive Richard Smith would step aside. 
Equifax on Sept. 7 said the cyberattack compromised vital personal information—names, addresses, Social Security numbers 
and dates of birth—of potentially 143 million Americans. 

– Apple Inc. is facing production delays to its top-of-the-line iPhone X due to problems with the 3-D sensor manufacturing 
process, according to reports. Makers of the components used in facial recognition are struggling to reach adequate production 
levels, Japan’s Nikkei newspaper reported Tuesday, citing unidentified people with knowledge of the process. The delay relates 
to the assembly of equipment used to project the 30,000 infrared dots onto a user’s face to map its characteristics, the Wall 
Street Journal reported Wednesday, also citing unidentified people. 

– STX Entertainment, a Hollywood studio behind the “Bad Moms” movie and the upcoming “The Foreigner,” is planning to raise 
around $500 million in an initial public offering that could value the company at $3.5 billion, according to a person familiar with 
the matter told the Wall Street Journal. The 3-year-old company, which isn’t profitable, intends to list its shares on the Hong 
Kong Stock Exchange during the first quarter of 2018, the person said. If the offering succeeds, Burbank, California-based STX 
would be the first independent Hollywood studio to list its shares in Asia. 

– Motor-vehicle parts maker Delphi plans to split itself into two companies early next year. One Delphi company, called Aptiv, will 
concentrate on electronic safety systems, autonomous cars and the electrical backbone of vehicles. The other will be named 
Delphi Technologies and will concentrate on combustion engine parts, software controls and electric vehicle components. 
Delphi Automotive PLC announced the names of the companies at its investor day Wednesday in Boston. Shareholders will 
vote on the split Nov. 7. 

– The Justice Department on Tuesday filed an antitrust lawsuit challenging Parker Hannifin Corp.’s $4.3 billion acquisition of 
Clarcor Inc., alleging the deal created an unlawful monopoly. The department, in a legal challenge filed in a Delaware federal 
court, argued that Parker Hannifin’s acquisition, completed in February, had eliminated the company’s only competitor in the 
market for products that filter fuel for airplanes. Aircraft fuel must be filtered to remove particles that could cause engine failure. 
The lawsuit asks a federal judge to order Parker Hannifin to sell either its own aviation fuel filtration business or Clarcor’s to 
restore the previous competition in the market. 

– American International Group Inc. said Monday it will reorganize into three new units and will no longer have separate 
commercial and consumer businesses. Under the new structure American International Group Inc. will have a general 
insurance business, a life and retirement unit and a stand-alone technology unit.  

 
UK 

– The FTSE 100 rose 0.85% over the past week to 7,372.76 points.  
– Lloyd’s of London started paying out the first of $4.5 billion in claims related to tropical storm Harvey and Hurricane Irma which 

wreaked havoc in the southern US and Caribbean.  
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– 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. Ryanair has promised to tell customers of their rights to compensation - including rebooking on other 
airlines - as it attempted to avert legal action by the UK aviation watchdog. The Civil Aviation Authority had ordered the airline to 
tell hundreds of thousands of passengers how it would provide alternatives to their canceled flights after it announced a further 
18,000 flights would be axed from its schedules. Ryanair promised to give full refunds, or rebooking on other Ryanair flights or 
comparable, low-cost carriers, as well as reimbursements. 

– Carillion has defended plans to cut pensions and jobs at the outsourcer after revealing the company made a loss of £1.15 billion 
in the past six months. Keith Cochrane, the company’s chief executive, said there needed to be a “change of culture” if the 
company was to come back from a two-month period during which its market capitalization fell 80%. 

– Unilever agreed to pay 2.27 billion euros for one of South Korea’s biggest makers of beauty products. Unilever plans to buy 
Carver Korea, maker of AHC skincare products, from shareholders including Goldman Sachs and Bain Capital Private Equity. It 
is the biggest acquisition yet for the Anglo-Dutch company in the world’s fourth-largest skincare market, according to 
Bloomberg. 

– 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 at 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. 

– 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 rose to 1,524.79 points for the week, a 1.27% gain. European shares ended with the best monthly gain this 

year, helped by a weakening euro, but uncertainty over the Catalan crisis weighed on Spanish stock prices. 
– Volkswagen said it will take a 2.5 billion euro charge because its plans to repurchase and retrofit cars affected by the “diesel-

gate” scandal have proved more expensive than expected. The car company said the buyback program in North America “is 
proving to be far more technically complex and time consuming” than originally thought and will require increased provisions. 
The surprise charge in the carmaker's third quarter means the total damages to Volkswagen from the scandal now amount to 
more than 25 billion euros.  

– The French government said Thursday it would look very carefully at any attempted ownership change at L‘Oreal, especially if 
an international investor sought to buy the world’s biggest cosmetics firm. The death of billionaire Liliane Bettencourt on Sept. 
21 has focused attention on how L‘Oreal’s founding family and major shareholder Nestle would manage their stakes in the 
company. Bettencourt’s family owns 33% of L‘Oreal. 

– Private trades in Spotify shares are valuing the music streaming company at about $16 billion, according to people familiar with 
the deal, Reuters reported. That is around $3 billion higher than in similar trades up until June, adding strong demand for the 
shares and rising subscription numbers at the Swedish business meant it could be worth at least $20 billion when it goes public. 

– The leaders of France and Italy announced a deal Wednesday that allows Italian shipbuilder Fincantieri to take control of 
France’s STX shipyard. The deal brings an end to a dispute between the two countries after France had unexpectedly blocked 
a takeover by Fincantieri this summer because of strategic concerns. The agreement was announced after the merger between 
Germany’s Siemens and France’s Alstom to create Europe’s largest train-making company. 

– German industrial company Siemens AG on Tuesday agreed to merge its rail operations with French train-maker Alstom SA. 
Siemens will have majority control of the new company receiving slightly more than 50% of its shares, officials from Alstom and 
Siemens said. Alstom shareholders will receive two special dividends totaling 1.8 billion euros. The deal faces the risk of 
political problems in France. 

– EU antitrust regulators will investigate whether the planned 46 billion euro merger of Italian eyewear maker Luxottica and 
French lens manufacturer Essilor could drive out rivals from the market or push up prices. The European Commission opened a 
full-scale investigation Tuesday, saying the deal may reduce competition in ophthalmic lenses and eyewear.  

– Nestle set a profit margin target for the first time Tuesday, responding to industry slowing and pressure from activist investor 
Third Point for greater near-term returns from the world’s largest packaged food company. Shares in Nestle rose 1.8 percent as 
the market applauded a plan that shareholders said struck a balance between profit and growth while allowing the Swiss 
company to invest in an uncertain future in which smaller brands can gain scale quickly and more shopping gets done online. 

– Payments firm Nets on Monday welcomed a $5.3 billion bid from U.S. company Hellman & Friedman in what may be one of the 
largest European private equity takeovers in recent years. Nets said in July it had been approached by potential buyers as the 
payments industry sees a wave of consolidation, with consumers switching to card and mobile payments and regulatory 
changes promising to open up the fragmented market. 

– ABB is buying General Electric’s Industrial Solutions business for $2.6 billion, the Swiss engineering company said Monday. 
Zurich-based ABB sees potential for annual cost benefits of $200 million from the deal, which includes an agreement for long-
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term use of General Electric Co.’s brand and a strategic partnership. In 2016, the General Electric Co. business unit had sales 
of $2.7 billion. 

– Aldi’s profit dropped for the third year in a row after the budget supermarket spent money opening stores and was forced to cut 
prices because of competition. The German discounter has been credited with radically shaking up the U.K.’s food retail market 
by undercutting the ‘big four’ supermarkets of Tesco, Sainsbury's, Morrisons and Asda on price.    
 

Japan 

– The Nikkei 225 added 0.29% over the past week to 20,356.28. It was the best month for the index in 2017, rising 3.6%, helped 
by weakness in the yen compared with the U.S. dollar. But investors were wary of politics ahead of a snap lower-house election 
called by Prime Minister Shinzo Abe.  

– A nearly $18 billion deal for Toshiba Corp.’s memory-chip unit could strengthen the company as it struggles with losses from its 
nuclear power unit. Eight months after Toshiba said it wanted to sell part of the unit it signed a contract with a buyer Thursday. 
The buyer group is led by Bain Capital and will get financing from Apple Inc., South Korean chipmaker SK Hynix Inc. and 
others. If the deal closes by next March 31, Toshiba’s target date, it is set to bring the troubled industrial conglomerate’s 
balance sheet back into the black. 

– Suntory Holdings stepped back from its goal of almost doubling annual revenue by 2020. The company will reach the sales 
target of 4 trillion yen - made in 2014 after it agreed to acquire Beam Inc. - at least two years later, chief executive officer 
Takeshi Niinami said. Suntory, the owner of Orangina soft drinks and Jim Beam bourbon, said it set the sales goal as a way of 
measuring its performance as a global company. Suntory Holdings, which is closely held and has operations from food to spirits 
and beverages, is facing problems at home as the population ages. Soft drink and alcohol sales volume in Japan, where the 
company derives about 66 percent of revenue, are forecast to grow at a slower pace than the global average over the next four 
years, according to research company Euromonitor. 

– Trading house Mitsui & Co. will raise its stake in a specialty trading company affiliated with Nippon Steel & Sumitomo Metal and 
reduce business overlap in steel sales. Mitsui will spend some 18 billion yen to lift its stake from 11% to 20% in specialty trader 
Nippon Steel & Sumikin Bussan. Mitsui will also sell a portion of its steel sales business to the specialty steel trader for 60 billion 
yen. Mitsui will acquire 1.7 million shares from other stockholders in the specialty trader this fiscal year and buy 1.35 million 
shares to be issued next April. 

– Printer and copier manufacturer Ricoh is planning to sell a semiconductor subsidiary to Nisshinbo Holdings for a price estimated 
slightly above 10 billion yen to shed a noncore operation and shift resources to growth fields. Ricoh has picked Nisshinbo as the 
prospective buyer of Ricoh Electronic Devices, choosing the electronics and automobile brakes producer over a team led by the 
Development Bank of Japan. Ricoh and Nisshinbo will enter preferential negotiations to hammer out specifics such as the 
treatment of the unit's nearly 600 workers. 

– Japan’s government raised about 1.3 trillion yen selling a stake in Japan Post Holdings, completing Japan's biggest public 
offering this century. The shares were sold to domestic and foreign investors for 1,322 yen each - 2% lower than the closing 
price Monday, Tokyo-based Japan Post said in a regulatory filing. 

Asia-Pacific (ex. Japan) 

- The Shanghai Composite Index was down 0.11% over the past week at 3,348.94 points. Stocks in China were lower ahead of 
holidays that will keep markets closed there through next week. Two investors have sold their stakes in Legendary Entertainment 
LLC, the film producer that billionaire Wang Jianlin’s Dalian Wanda Group bought last year in the biggest acquisition of a 
Hollywood asset by a Chinese company. Chinese industrial firms extended this year’s earnings gains, suggesting resilience in 
the world’s second-largest economy endures even with slowing factory output and investment. Industrial profits increased 24% in 
August from a year earlier, the most in four years, compared with the 16.5% pace a month earlier, the statistics bureau said 
Wednesday.  

- Hong Kong’s Hang Seng fell 1.17% for the week at 27,554.30 points. Hong Kong stocks ended higher Friday, but the benchmark 
index posted its first monthly loss this year, an indication the market’s upward momentum may be slowing amid worries over U.S. 
monetary tightening and a China economic slowdown. Investors are also awaiting the results of China’s 19th Communist Party 
Congress next month and the country’s third-quarter economic data. 

- South Korea’s Kospi was up 0.24% at 2,394.47 points. South Korea has become the latest country to ban initial coin offerings. 
Samsung Electronics Vice Chairman Jay Y. Lee is appealing a five-year jail term for corruption.  

- Taiwan's Taiex was down 1.15% at 10,329.94 points.  Shares in Taiwan’s Apple suppliers have taken a hit from worse than 
expected sales forecasts for the new iPhone 8 and production issues associated with the upcoming iPhone X.  

- Singapore’s Straits Times Index was barely changed over the past trading week at 3,219.91 points from 3,220.25 points a week 
earlier. Industrial production jumped 19% year over year.  

 
Emerging Markets 

- Brazil’s Bovespa fell 1.45% to end the week at 74,293.51 points. Brazilian phone carrier Oi will propose that it increase a planned 
capital injection to 9 billion reai to emerge from bankruptcy protection faster, O Estado de S. Paulo reported Wednesday. Minority 
shareholder Nelson Tanure, who holds a 6.5% voting stake through the Societe Mondiale fund, has convinced a group of six 
investment companies to inject additional capital in Oi.  
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- Mexico’s IPC index inched up 0.06% to 50,346.00 points. Presidential elections next year pose no risk to already-signed oil 
contracts, the sector’s top regulator said Friday, despite the current frontrunner’s pledge to review them. Presidential elections 
are scheduled for next July.  

- India’s BSE index shed 2% for the week to end at 31,283.72 points. Prime Minister Narendra Modi's announced Monday a $2.5 
billion program to bring electricity to 40 million of India's poorest households. 

- Russia’s RTSI gained 1.21% for the past week to 1,136.03 points. This came despite the U.S. Treasury Department announcing 
financial sanctions on Russia banks and energy companies because of what Washington calls Moscow's continued interference 
in Ukraine. 
 

Alternative Assets 

- Oil prices rose Friday and posted their first quarterly gain of 2017 as investors weighed the potential fallout from the 
independence referendum in the oil-rich Kurdish region of Iraq. November West Texas Intermediate crude added 11 cents, or 
0.2%, to $51.67 a barrel on the New York Mercantile Exchange. The front-month contract was up about 2% for the week, 
according to FactSet data. November Brent crude rose 13 cents, or 0.2%, to $57.54 a barrel on London’s ICE Futures exchange. 
The contract, which expired at the session’s end, gained 1.1% for the week, 8.8% for the month and 16.6% for the quarter. 
Recently, prices have received support from the Organization of the Petroleum Exporting Countries’ effort to eliminate about 2% 
of worldwide supply. OPEC said inventories had fallen by nearly half of the target since the beginning of 2017. Meanwhile, U.S. 
crude oil production rose to 9.55 million barrels a day - slightly under its 2015 peak. 

- Gold futures stood at $1,297.4, down for the week and for the month on a stronger dollar. However, it rose for the third quarter. 
Gold for December delivery on Comex fell 1% for the week and lost 2.7% for the month, according to FactSet data. For the 
quarter, the price was up around 3.6%. 

-  

Fixed Income 
US 
- The yield on benchmark 10-year Treasury notes rose to 2.3360% compared with 2.2540% a week earlier. Treasury prices fell 

Friday, pushing up yields.  
- Federal Reserve Chairwoman Janet Yellen on Tuesday defended the central bank’s projection for a gradual path of rate 

increases over the next few years despite the continuation of unexpectedly low inflation. She said, however, the Fed could slow 
the pace of rate increases if low inflation persists and officials conclude it reflects long-term changes in the economy rather than 
transitory factors.  

- The U.S. economy grew at an upgraded annual rate of 3.1 percent in the spring, the fastest pace in more than two years. But 
growth is expected to slow sharply this quarter in the wake of a string of devastating hurricanes. The April-June expansion in the 
gross domestic product is up slightly from a 3 percent estimate made a month ago, the Commerce Department reported 
Thursday. It is the strongest performance since the economy grew at a 3.2 percent pace in the first quarter of 2015.  

- U.S. manufacturers said they are happy about economic growth at home, improving demand abroad and expectations the Trump 
administration and Congress will deliver a package of lower taxes and other policies to stimulate demand for factory goods. The 
National Association of Manufacturers on Friday said its outlook survey rose to 60.95 in the third quarter from 60.75 in the prior 
period. The survey hit a record in the opening three months of the year. 

- President Donald Trump and congressional Republicans announced the outlines of the tax plan last week. The plan to help 
American businesses and workers “thrive, compete and grow” is a “giant, beautiful, massive, the biggest ever in our country, tax 
cut,” Trump said in a speech to the National Association of Manufacturers. The nearly $6 trillion plan will reduce taxes for 
corporations, simplify tax brackets and nearly double the standard deduction used by most tax filers.  

- President Donald Trump said Friday he has held four meetings to discuss who should lead the Federal Reserve starting early 
next year and expects to decide within two or three weeks. Trump didn't name the candidates he has met with. A White House 
official said the president and Treasury Secretary Steven Mnuchin had met Thursday with Kevin Warsh, a former Fed board 
member. Another report said Trump had also met with Jerome Powell, the only Republican on the Fed board.  Trump has said 
previously that he is considering renominating Chairwoman Janet Yellen when her term ends in February.  

- Consumer spending rose just 0.1 percent in August following a much larger 0.3 percent advance in July, the Commerce 
Department reported Friday. It was the smallest gain since June. The August weakness reflected a big drop in sales of durable 
goods such as autos. Income growth slowed to a gain of just 0.2 percent. Wages and salaries, the biggest component, showed 
no gain at all after strong increases in June and July.  

- Contracts to buy previously owned homes fell more than expected in August to their lowest level in about 1-1/2 years, as the 
housing market continues to be sapped by a shortage of inventory that is also pushing up home prices. The National Association 
of Realtors said Wednesday its Pending Home Sales Index, based on contracts signed last month, dropped 2.6% to a reading of 
106.3.  

- Home-price gains picked up speed in July. The S&P/Case-Shiller 20-city index rose a seasonally adjusted 5.8% in the three-
month period ending in July compared with a year ago, accelerating from 5.6% in the period ending in June. Case-Shiller’s 
national index rose 5.9%, up from 5.8%. Meanwhile, new-home sales fell last month at a seasonally adjusted annual pace of 
560,000. 

  
UK 

- The yield on 10-year Gilts rose to 1.3650% compared with 1.3550% a week earlier. 
- Bank of England Governor Mark Carney said in a BBC Radio interview Friday that the economy’s "speed limit," its non-

inflationary growth potential, has declined and that he anticipated interest rate increases. Carney said that, assuming the 
economy continued to evolve as expected, then the Monetary Policy Committee would ease stimulus. "If the economy continues 
its current path, in the relatively near-term you can expect interest rates will increase somewhat" Carney said. "We are talking 
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about easing a bit off the accelerator to keep with the speed limit of the economy," he added. What matters for potential growth is 
productivity growth and the size of the labour force, and both have been under downward pressure, Carney said.  

- The Bank of England said Monday a “a pocket of risk” in the rapid growth of consumer credit in the British economy is compelling 
lenders to hold an extra $13.5 billion in capital to cover themselves against potential losses. The fast rise in car loans or credit 
card debt may not be a threat to the overall economy, accounting for just 11% of household debt, but it represents a risk to 
“banks’ ability to withstand severe economic downturns, because this asset class is disproportionately more likely to default,” the 
Bank of England’s Financial Policy Committee said. 

- UK growth accelerated modestly in the second quarter, confirming earlier estimates, as an upward revision to business 
investment countered a slowdown in consumer spending.  Gross domestic product expanded by 0.3% in the second quarter, 
unchanged from the outturn report a month ago.  On an annual basis, output rose by 1.5%, below the 1.7% gain reported in the 
second estimate of GDP. That's the slowest pace of annual growth since the first quarter of 2013.  

- The current account deficit widened in the first quarter, expanding to Stg23.182 billion from Stg22.256 in the final three months of 
2014. A widening of the primary income deficit to Stg10.195 billion from Stg8.781 billion accounted for much of the expansion in 
the current account deficit.  That took the shortfall to 4.6% of GDP, up from 4.4% in the first three months of 2017.  

- UK annual house price inflation slowed in August, although the monthly rate picked up modestly from last month, data released 
by Nationwide on Friday showed. House prices rose 0.2% on month in August, with the year-on-year rate falling to 2.0% from 
2.1% previously.  

- Consumer sentiment remained muted despite rising to a five-month high in September, as consumers continue to grapple with in 
squeezed incomes and economic uncertainty, a report published Friday showed. The GfK September Consumer Confidence 
Index rose a single point to -9 from -10 in August. Three of the five components that make up the headline index were higher on 
a month ago readings. September's result marks the second consecutive rise in consumer confidence after the GfK confidence 
measure fell to a joint-26-year low in July.  

- Mortgage approvals dipped in August and average mortgage rates on new loans rose, Bank of England data showed. The 
number of mortgage approvals dipped to 66,580 in August from 68,452 in July. The average effective interest rate on new 
mortgages rose to 2.00% in August, up from the low of 1.95% in July. With money market curves having subsequently moved 
higher there is further upward pressure on mortgage rates.  

 
Europe (ex. UK) 
- The yield on benchmark 10-year Bunds rose to 0.4640% from 0.4470%. 
- Businesses and households across the eurozone were more upbeat about their prospects in September than at any time in over 

a decade, an indication that they are undaunted by the prospect of reduced stimulus from the European Central Bank next year. 
The European Commission Thursday said its Economic Sentiment Indicator, which aggregates business and consumer 
confidence, rose to 113.0 from 111.9 in August, to reach its highest level since June 2007.  

- Eurozone wages rose at the fastest pace in more than two years during the three months to June, a sign inflation may be set to 
rise to the European Central Bank’s target. The 19-nation eurozone economy has grown more strongly than expected this year, 
shrugging off the uncertainty created by a series of elections in the Netherlands, France and Germany that threatened but failed 
to yield gains for anti-euro nationalists. The ECB’s economists now forecast the eurozone economy is on course for its best year 
since 2007, reducing the need for support from policy makers.  

- Wolfgang Schaeuble, Germany's veteran finance minister, has agreed to become the speaker of parliament, in the first decisive 
step toward forming a new government as coalition negotiations fractured over immigration. Angela Merkel, the German 
chancellor, will hope that Schaeuble, 75, who is deeply respected in Germany for helping steer the eurozone through the debt 
crisis, can impose order on a fractious parliament that includes six parties after Sunday's election. Merkel is attempting to form a 
three-party coalition government with the FDP and Green parties after her own conservative CDU/CSU bloc lost support and the 
anti-immigrant Alternative for Germany entered parliament for the first time in half a century. 

- The eurozone’s top official said Monday that Greece and its European creditors are on a good path to completing the latest round 
of bailout talks, with a view to a “clean exit” from strict fiscal supervision. Jeroen Dijsselbloem said the recession-battered country 
is regaining credibility, with a “very strong” fiscal performance in 2016 and 2017. “A clean exit, and full exit in August of next year 
— that’s our common goal so that Greece is once again independent financially and sovereign in its decision-making,” 
Dijsselbloem said after meetings with Prime Minister Alexis Tsipras and top financial officials in Athens.   

- European Central Bank head Mario Draghi has underlined his concern about the recent rise in the euro’s exchange rate. Draghi 
said Monday that “the recent volatility in the exchange rate represents a source of uncertainty which requires monitoring.” The 
euro has risen from $1.05 at the start of the year to around $1.19. A further increase could weigh on exports from the eurozone 
and restrain its ongoing economic recovery. Draghi had also expressed concern about the euro at his Sept. 7 news conference.   

 

Japan 

- The yield on 10-year JGBs rose to 0.0600% compared with 0.0190% in the week ago period. Investors have shed their holdings 
of Japan government paper since Prime Minister Shinzo Abe unrolled his $17.8 billion stimulus plan Monday.  

- Prime Minister Shinzo Abe faced one of the biggest threats to his solid hold on power after the leading opposition force agreed to 
line up behind a new party led by popular Tokyo Gov. Yuriko Koike. Parliament’s lower house was dissolved Thursday, and the 
government formally set a general election for Oct. 22, affirming a plan Mr. Abe announced earlier in the week.  

- More than 60% of Japanese business leaders are against Prime Minister Shinzo Abe's plan to push back a key fiscal-health 
target, a Nikkei survey shows, indicating a deep wariness toward his commitment to reducing the nation's heavy debt load. Abe 
said Monday he intends to use part of proceeds from an October 2019 consumption tax increase to fund free education, 
reassigning revenue originally earmarked for debt reduction. He will dissolve the Diet's lower house this week for a snap election 
to seek a mandate for the change. The Nikkei polled top executives at Japanese businesses about these plans Monday and 
Tuesday, with leaders from 99 companies responding. 
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- Government data released Friday showed industrial production posted the first month-on-month rise in two months in August, up 
a seasonally adjusted 2.1% after -0.8% in July. Industrial production is expected to fall 1.9% (revised up from -3.5% predicted last 
month) in September and rise 3.5% in October, according to the government forecast based on its survey. Based on this 
projection, production in the July-September quarter is estimated to inch up 0.1% on quarter, which would be the sixth straight 
quarterly increase, but much slower than the 2.1% gain in April-June. 

- Household spending was weaker-than-expected in August amid a drop in summer bonuses compared to last year and higher 
medical costs.  Real average household spending posted the first year-on-year rise in two months, up 0.6% in August, half the 
MNI survey median forecast for a 1.1% gain, after falling 0.2% in July. The core spending index, which excludes housing, motor 
vehicles and other volatile items (close to private consumption patterns in GDP data), fell 0.1% on month in August on a 
seasonally adjusted basis, the second straight month-on-month drop following -0.3% in July. 

- Retail sales rose 1.7% on year in August, the 10th straight year-on-year gain, led by continued strong demand for automobiles, 
while slumping 1.7% from the previous month on a seasonally adjusted basis. Long rainy days in August had a mixed impact on 
department store sales, dampening sales of summer clothing while supporting demand for autumn wear.  

- National average core CPI (excluding fresh food but including energy prices) rose 0.7% on year in August, the eighth straight 
year-on-year rise, accelerating from 0.5% in July. The increase in August was mainly led by higher electricity and gas charges as 
well as gasoline prices. But there are also signs of higher goods prices in August. National CPI goods prices excluding fresh food 
rose 1.4% on year in August, up from 1.1% in July. Overall goods prices also rose 1.4% on year after rising 1.0% the previous 
month. Service costs, which account for a little over half of the CPI basket, were unchanged on year in August after falling 0.1% 
in July, showing a tighter labor supply has been slow to push up service prices. Excluding the upward pressure from energy 
prices, the underlying price trend has shown only slow improvement. The CPI excluding fresh food and energy (the core-core 
CPI) rose 0.2% on year in August, after rising 0.1% in July. 

- The Bank of Japan said Friday it decided to leave the frequency of its Japanese government bond purchases in October 
unchanged from September, indicating there is no need to guide any bond yields higher or lower. The BOJ also left unchanged 
its purchase plans for each JGB maturity zone. 

 

 

 

 

 

 

 

 

 

 

 

 

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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