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Weekly market watch  
 
As at Friday October 20, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  28487.24 10.81 29.51% 21.87% 
India  BSE 30 32389.96 (42.73) 21.70% 15.14% 
Japan  Nikkei  21457.64 302.46 12.26% 24.50% 
Singapore  STI  3340.73 21.62 15.27% 17.52% 
South Korea  KOSPI  2489.54 15.92 22.85% 22.00% 
Taiwan  WSE 10728.88 4.79 15.94% 15.15% 
Shanghai     COMPOSITE 3378.65 (11.87) 4.00% 9.54% 
Europe 
France  CAC  5372.38 20.64 10.47% 18.33% 
Germany  DAX  12991.28 (0.59) 13.15% 21.40% 
Italy  FTSE MIB  22346.85 (66.69) 16.18% 30.37% 
Russia  RTSI  1134.45 (20.67) (1.32%) 14.77% 
UK FTSE 100  7523.23 (12.21) 5.33% 7.06% 
Americas 
Brazil  IBOV  76390.52 (599.27) 26.84% 19.66% 
Mexico  IPC  49988.71 6.77 9.52% 3.55% 
Nasdaq  CCMP  6629.06 23.26 23.15% 26.46% 
US  S&P 500  2575.21 22.04 15.02% 20.26% 
US   DOW  23328.63 456.91 18.04% 28.44% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3310 1.3670 1.3420 1.0770 
10 Year OAT 0.8620 0.8170 0.7270 0.2820 
10 Year Bund  0.4520 0.4030 0.4430   0.0030 
10 Year Japan  0.0700 0.0640 0.0290 -0.0650 
10 Year Treasuries  2.3850 2.2730 2.2676 1.7556 

 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. stocks closed at record highs, with the Dow Jones industrial average finishing above the 23,000 level for the first 
time as investors were cheered by the prospect of tax cuts and positive news on corporate earnings. The Dow Jones 
gained 2% to close Friday at 23,328.63, while the Standard & Poor’s 500 rose 0.86% to 2,575.21 and the Nasdaq 
Composite ended 0.35% higher at 6,629.06. 

− The U.S. Senate on Thursday approved a $4 trillion budget blueprint that allows the Republican-led chamber to pass a 
tax cut bill with a simple 51-vote majority, thus removing the need for Democratic Party support. The Senate proposals 
could translate into $1.5 trillion of tax cuts over 10 years.  

− General Electric’s new chief executive John Flannery said Friday the company would sell more than $20 billion of assets 
after weak third-quarter results that he called “completely unacceptable.” GE reported adjusted profit of 29 cents a share, 
missing the 49 cent estimate by analysts by a wide margin. GE shares initially plunged 6% but rebounded after Flannery 
promised “sweeping change” in the company. 

− IBM shares posted their biggest gain in eight years on Wednesday after the company beat third-quarter earnings 
estimates and said revenue was on track for continued growth. Revenue from cloud, cyber-security and data analytics 
businesses, which the company is counting on to offset a slowdown in its legacy hardware and software businesses, 
grew 11% to $8.8 billion in the quarter. IBM shares closed Friday at $162.07, up 10.2% for the week. 

− Goldman Sachs and Morgan Stanley beat third-quarter earnings forecasts as investment banking and wealth 
management helped offset declines in trading revenue. Goldman earned $5.02 per share compared with $4.17 expected 
by analysts, with trading revenue down 17%. Morgan Stanley earned 93 cents a share compared to 81 cents expected 
by analysts, with trading revenue falling 8%. 

− Shares in Celgene Corp. plunged on Friday after the U.S. biotechnology company said it would abandon testing a drug to 
treat Crohn’s disease. The drug, Mongersen, was seen as a potentially major addition to the company’s pipeline that 
could lessen its dependence on its blood cancer drug Revlimid. Celgene shares closed Friday at $121.33, down 11% for 
the week.  

UK 

− UK stocks flirted with record highs last week but closed slightly lower amid uncertainty on the interest rate outlook, 
continued worries over Brexit negotiations and weakness in shares of consumer products companies. The FTSE 100 
slipped 0.16% to 7,523.23. 

− Prime Minister Theresa May made some progress in Brexit negotiations with EU leaders saying Friday in Brussels that 
they would begin preparations to move to the second phase of Brexit talks in December, which would allow the UK to 
discuss its trade relationship with the bloc. The pound rose against the euro, rising to 89.31 pence on Friday from 88.98 a 
week earlier.  

− Shares in Pearson climbed by 9.3% last week as the education publisher said pressures on its North American textbook 
business had eased and that it now expected full-year profit to come in at the upper end of expectations. Pearson, which 
has been hurt by a shift from print to digital, said it now expected 2017 adjusted operating profit to be between GBP576 
million and GBP606 million. 

− The U.S. Securities and Exchange Commission charged Rio Tinto and two of its executives with fraud last week, saying 
they inflated the value of coal assets in Mozambique acquired for $3.7 billion and later sold for $50 million. Former Rio 
Tinto Chief Financial Officer Guy Elliott stepped down from Britain’s Takeover Panel following the accusations but vowed 
to contest the charges. 

− Shares in Unilever and Reckitt Benckiser both fell by more than 7% last week after the consumer products giants 
reported weaker-than-expected third-quarter sales. Unilever said sales were hurt by U.S. hurricanes and rose by just 
2.6%, less than the 3.9% analysts had expected. Reckitt Benckiser, which makes products ranging from Durex condoms 
to Dettol cleaners, said it would split into two businesses in an effort to revive sales, which fell by 1% in the quarter.  

− Hurricanes Harvey and Irma also took their toll on the U.S. business of InterContinental Hotels Group, which saw its 
revenue per available room rise by just 0.8% in the third quarter, less than half the growth rate a year earlier, because of 
difficult conditions in the United States. The company’s shares fell 1% on the week to close Friday at 4,061.63 pence. 
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Europe (ex. UK) 

− European stocks closed little changed last week as tensions in Catalonia and uncertainty over the European Central 
Bank’s next policy move offset positive earnings and a rising trend in global stock prices. The Eurofirst 300 slipped 0.2% 
to 1,534.32. 

− Spanish Prime Minister Mariano Rajoy said Saturday that he would dismiss Catalan President Carles Puigdemont and 
the rest of his regional government for trying to impose its plan to declare independence for the region in violation of the 
Spanish constitution. Rajoy has maintained that an Oct. 1 referendum in which Catalans voted heavily for independence 
was illegal. 

− Shares in Volvo hit a record high on Friday as the vehicle marker reported higher-than-expected third-quarter earnings 
on strong demand for heavy trucks. Third-quarter operating profit rose to SEK7.02 billion, well above analyst estimates 
for SEK6.2 billion. Volvo shares rose 7% on Friday, putting them up 56% for the year.  

− Swedish mobile equipment maker Ericsson reported its fourth consecutive quarterly loss on Friday but its shares jumped 
8% after Chief Executive Borje Ekholm said he saw “signs of improvement in our performance.” Ericsson shares have 
rallied by 18% since hitting a low in September but still remain 2.2% lower for the year.  

− Hedge fund RBR Capital Advisors plans to increase its stake in Credit Swiss to SFR1 billion as part of a plan to urge a 
split up of the Swiss lender. RBR Chief Executive Rudolf Bohli has argued that splitting Credit Swiss into wealth 
management, investment banking and asset management units would double its value.   

− Airbus agreed on Monday to buy a majority stake in the Bombardier’s CSeries jetliner program, giving the Canadian 
company a possible way out of a costly trade dispute with the U.S. plane maker Boeing. Speaking in Montreal on Friday, 
Airbus CEO Tom Enders said he expected the CSeries aircraft to capture half the global market for smaller commercial 
jets. “I think we will sell thousands,” Enders told a business event.  

− Daimler, the world’s largest maker of luxury cars, reported a sharp drop in third-quarter earnings on Friday as its 
Mercedes-Benz unit was hurt by $450 million in charges for airbag-related recalls and to fix emissions controls on diesel 
vehicles. Net profit fell 16% to EUR2.18 billion. 

Japan 

− Japanese stocks gained for the sixth consecutive week, boosted by a weaker yen and expectations that Prime Minister 
Shinzo Abe’s ruling coalition will win a general election Sunday. The Nikkei 225 Index rose 1.43% on the week to close 
Friday at 21,457.64.  

− Prime Minister Abe’s coalition was on track to win a roughly two-thirds majority in the election, according to a survey by 
the Kyodo news agency. Japanese companies overwhelmingly want Abe’s coalition to remain in power but with a smaller 
majority, a survey by Reuters showed. 

− The yen posted its worst performance against the dollar in the past five weeks, helping to boost shares of Japanese 
exporters. Cannon gained 1% on the week, while Panasonic rose nearly 2% and Honda gained 1.2%  

− Kobe Steel, which acknowledged earlier this month that it had faked quality data for years and sold potentially 
substandard aluminum, copper and powdered steel, continued to fabricate data even after an internal investigation 
brought the misconduct to light, the Nikkei newspaper reported. Kobe Steel shares closed Friday Y868, down 34% since 
the start of October. 

− Nissan Motor said it would suspend domestic production of vehicles for the Japanese market for at least two weeks to 
address problems in its final inspection procedures that led to a recall of all 1.2 million vehicles. The company has 
admitted that some final checks were made by uncertified technicians, in violation of government rules  

− Toyota Motor is planning to halve the number of models it sells in Japan to about 30 by 2025 to focus on more popular 
models in a shrinking market, Reuters reported, citing an unnamed source. Toyota current offers about 62 car models in 
Japan. 

Asia-Pacific (ex. Japan) 

− Mainland Chinese stocks slipped amid concerns about China’s slowing economy and in response and to a warning by 
People’s Bank of China Governor Zhou Xiaochuan about possible asset bubbles. The Shanghai Composite slipped by 
0.35% for the week to close Friday at 3,378.65.  

− Hong Kong stocks closed slightly higher on Friday after a volatile week. On Wednesday, the Hang Seng index reached 
its highest level since 2007 only to post its biggest drop in more than two months on Thursday as PBOC Governor 
Zhou’s comments about excessive optimism and inflated asset prices spooked investors. The Hang Seng Index closed 
0.04% higher on the week at 28.487.24.  

− Taiwan stocks also closed little changed as gains early in the week eroded as weakness in Apple shares dragged down 
prices of Taiwan-based Apple suppliers. For the week, the Taiex Index gained 0.04% to close Friday at 10,728.88.  
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− South Korean shares closed at a record high on Friday after the Bank of Korea raised its 2017 economic growth forecast 
to 3.0% from 2.8%. The KOSPI ended the week 0.64% higher at 2,489.54. 

− Singapore stocks continued to rise, helped by strong domestic economic fundamentals and the rising global equity 
market trend. The Straits Times rose 0.65% to close Friday at 3,340.73. 

Emerging Markets 

− Brazil stocks fell last week in response to lower commodity prices and political worries over corruption charges against 
President Michel Temer. The Ibovespa slumped 0.78% on the week to 76,390.52 

− Mexico’s stock market was little changed as worries about higher interest rates in the United States sapped market 
enthusiasm. The IPC index was 0.01% higher on the week at 49.988.71. 

− India stocks touched record highs last week before slipping on worries about the strength of the banking sector. The BSE 
30 slipped by 0.13% to 32,389.96. 

− Russian stocks climbed to multi-month highs last week on stronger oil prices before sliding late in the week on profit-
taking. The RSTI fell 1.79% to close Friday at 1,134.45. 

Alternative Assets 

− U.S. crude oil prices edged higher last week as tensions in Iraq underlined the risk to global crude supplies. OPEC 
Secretary-General Mohammed Barkindo said Thursday the oil market was balancing at an “accelerated pace” and that 
OPEC expected global oil demand to pass 100 million barrels a day by 2020. OPEC’s demand forecast for 2017 stands 
at about 96.8 million barrels a day. West Texas Intermediate crude for December delivery closed Friday at $52.07 per 
barrel, up 0.7% for the week, while Brent crude, the international standard, closed at $57.75 per barrel, up 1.0%.  

− Gold prices slipped as the prospect of U.S. tax reform pushed the dollar higher. Gold for December delivery closed 
Friday at $1,281.80 per troy ounce, down 1.7% for the week.  

Fixed Income 
US 

− U.S. Treasury yields climbed last week as the Senate passed a budget resolution that appeared to clear the way for 
massive tax cuts and higher budget deficits. The yield on the 10-year benchmark Treasury bond closed Friday at 
2.3850%, up from 2.2730% the previous week.   

− Reports that President Donald Trump was leaning toward appointing Federal Reserve Governor Jerome Powell as the 
next Fed chairman caused Treasury yields to ease on Thursday as Powell is seen as unlikely to veer far from the current 
policy path. Earlier reports that Trump might choose former Fed Governor Kevin Warsh or economist John Taylor rattled 
the market as both are seen as likely to push for higher rates. 

− Federal Reserve Chair Janet Yellen said Friday that the Fed’s removal of stimulus was working well and that the lack of 
inflation in the face of steady growth and tight labor markets was an unexplainable surprise. “We’ve had a series of weak, 
soft readings on inflation, core inflation, beginning in March and the reasons for that are not immediately clear," she said. 

− Construction of new homes in the U.S. fell to a one-year low in September as the powerful hurricanes Harvey and Irma 
disrupted building in the South. Housing starts fell 4.7% to an annual rate of 1.127 million units, suggesting housing 
probably remained a drag on growth in the third quarter.  

− U.S. economic activity increased in September through early October but inflation remained modest, the Federal 
Reserve said in its Beige Book report. Labor market conditions were “tight” and “limiting business growth” in some areas, 
but “despite widespread labor tightness, the majority of districts reported only modest to moderate wage pressures,” the 
report said. 

− Federal Reserve of San Francisco President John Williams said the U.S. unemployment rate could be below 4% by this 
time next year and that the Fed should continue with its gradual pace of rate increases. In an interview with The New 
York Times, Williams said “one more rate increase in December and three more next year is a pretty good starting point. 
I am still data dependent, but that is my baseline view.” 

 
UK 

− UK Gilt yields fell to one-month lows last week as comments from Bank of England policymakers caused investors to 
reduce their expectations for an interest rate hike at the central bank’s Nov. 2 meeting. The yield on benchmark 10-year 
Gilt closed Friday at 1.3310%, compared with 1.3670% the previous week. 
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− BOE monetary policy committee member Jon Cunliffe said Thursday that it was an “open question” whether rates should 
rise next month, adding that “we’re not seeing sustained signs of domestic inflation pressure.”  On Tuesday, the BOE’s 
new Deputy Governor Dave Ramsden said he was not part of the majority of policymakers who believed that a rate hike 
was needed “in the coming months.” 

− UK retail sales fell by a sharper-than-expected 0.8% in September, reversing a jump in August as higher inflation 
reduced the purchasing power of British consumers. Third-quarter growth in retail sales was just 1.5%, according to the 
Office of National Statistics, the slowest pace since 2013. 

− UK inflation climbed to its highest rate in more than five years in September, spurred by cost increases for food and 
transportation, the ONS said. Consumer prices rose 3% from a year earlier, the fastest pace since April 2012 and up 
from 2.9% in August. Core inflation, which strips out food and energy, was steady at 2.7%. 

− The Organization for Economic Cooperation and Development said last week that reversing the Brexit process would 
have a “significant” positive impact on the UK economy. The organization also warned that “no deal” on a new 
relationship with the EU could cause investment to seize up, the pound to fall to new lows and the UK credit rating to be 
cut. 

− A hard Brexit with no trade deal with the EU could cost the UK economy GBP400 billion by 2030, according to a new 
report by the Dutch financial services and banking company Rabobank. A departure from the EU in 2019 with no trade 
deal would immediately send the UK into a two-year recession, Rabobank said. 

 

Europe (ex. UK) 

− German Bund yields touched a low of 0.3650% on Tuesday but rose sharply later in the week along with U.S. Treasuries 
after the U.S. Senate passed a budget resolution that could lead to massive U.S. tax cuts. The benchmark 10-year 
German Bund closed Friday at 0.4520%, up from 0.4030% a week earlier.  

− Bank of France Governor Francois Villeroy de Galhau said Wednesday that the European Central Bank should reduce 
bond purchases “towards their possible end, while we will keep in place a substantial degree of accommodation, through 
all our other instruments.” The ECB Governing Council is expected to decide on its measures to scale back its monetary 
stimulus on Thursday. 

− Spain’s 10-year government bond yield rose to 1.66% on Friday from 1.61% a week earlier as tensions with Catalonia 
worsened. Spain trimmed its growth forecast for 2018 to 2.3% from 2.6% amid signs that the standoff between Madrid 
and the Catalan government was damaging business confidence. Some 700 companies have transferred their legal 
bases out of Catalonia to other parts of Spain since the Oct. 1 referendum, the Spanish daily El Pais reported. 

− German investor confidence rose in October with solid order books and strong industrial output gains signalling a 
continued expansion for Europe’s largest economy. The ZEW Center for European Economic Research said its index of 
investor expectations rose to 17.6 in October from 17 in September, the second straight monthly gain.  

− German Chancellor Angela Merkel began talks to form a governing coalition last week amid calls for her conservative 
CDU party to give up control of the powerful finance ministry. “A Green, a CSU or an FDP finance minister -- anything 
would be better than leaving the finance ministry in CDU hands,"  FDP leader Christian Lindner said. Merkel’s long-time 
CDU ally Wolfgang Schauble is leaving as finance minister after eight years to become president of the Bundestag, the 
lower house of the German parliament.  

 
Japan 

− Japanese government bond yields edged higher last week as traders awaited results of the country’s general election 
and more clues on who might be chosen as the next leader of the U.S. Federal Reserve. The 10-year benchmark yield 
closed Friday at 0.0700%, compared with 0.0640% the previous week.  

− The yen slipped to a two-week low against the dollar as traders hedged their bets prior to the election and a reacted to a 
steady rise in U.S. bond yields. The Japanese currency ended the week at 113.52 versus the dollar, compared with 
111.82 the previous week. 

− Bank of Japan Governor Haruhiko Kuroda said Friday that Japanese households were becoming more accepting of 
higher prices as they saw the economy improving. “If price increases broaden, medium- and long-term inflation 
expectations will steadily heighten,” he said. “The BOJ expects inflation to accelerate toward its 2% target.” 

− BOJ Board Member Makoto Sakurai said the central bank should wait for its current monetary easing stance to produce 
results rather than take additional easing measures.  “As long-term growth potential improves, people's perception of 
prices will change, which will raise the natural rate of interest,” Sakurai said in Hakodate, in northern Japan. 

− Japanese exports slowed for the first time in three months in September due to weaker shipments of cars, 
semiconductors and consumer electronics, the Finance Ministry said Thursday. The 14.1% annual increase in 
September was below estimates for a 14.9% gain and down from an 18.1% rise in August.  
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− A possible slowdown in investments in 30- and 40-year Japanese government bonds by life insurers could influence the 
Finance Ministry's debt issuance plans for the next fiscal year, the Nikkei Asia Review reported on Friday. Life insurers 
may be buying fewer ultra-long bonds because of a shift in their investment horizons, and the Finance Ministry has been 
urged by its private-sector advisory council to re-examine its issuance levels, Nikkei reported.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 


