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Weekly market watch  
 
As at Friday November 10, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  29120.92 517.31 32.39% 27.50% 
India  BSE 30 33314.56 (371.00) 25.18% 21.07% 
Japan  Nikkei  22681.42 142.30 18.66% 30.77% 
Singapore  STI  3420.10 37.79 18.00% 20.68% 
South Korea  KOSPI  2542.95 (15.02) 25.49% 26.98% 
Taiwan  WSE 10732.67 (68.10) 15.98% 17.27% 
Shanghai     COMPOSITE 3432.67 60.93 5.66% 8.24% 
Europe 
France  CAC  5380.72 (137.25) 10.64% 18.75% 
Germany  DAX  13127.47 (351.39) 14.34% 23.49% 
Italy  FTSE MIB  22560.79 (454.34) 17.29% 34.25% 
Russia  RTSI  1159.35 48.11 0.85% 16.51% 
UK FTSE 100  7432.99 (127.36) 4.06% 8.86% 
Americas 
Brazil  IBOV  72165.64 (1749.78) 19.82% 17.92% 
Mexico  IPC  48028.30 (506.54) 5.23% 6.20% 
Nasdaq  CCMP  6750.94 (13.49) 25.41% 29.61% 
US  S&P 500  2582.30 (5.54) 15.34% 19.14% 
US   DOW  23422.21 (116.98) 18.52% 24.53% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3420 1.2620 1.3630 1.2010 
10 Year OAT 0.7790 0.7530 0.7170 0.6780 
10 Year Bund  0.4100 0.3640 0.4420   0.2740 
10 Year Japan  0.0380 0.0500 0.0550 -0.0370 
10 Year Treasuries  2.4030 2.3325 2.3607 2.1501 

 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  0.50 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. markets reversed course last week, putting an end to an eight-week winning streak for the Dow and the S&P 500, 
and a six-week gain for the Nasdaq. Investors were primarily concerned that the Thursday release of the Senate Finance 
Committee’s draft tax bill deferred the implementation of a cut in the corporate tax rate to 2019 instead of next year, as 
originally mooted in the House Republican’s plan. With substantial debate over the proposals to come, the prospect of 
wrangling continuing into next year further eroded confidence, even as strong earnings provided support. The Dow Jones 
dropped 0.5% over the week to finish at 23,422.21, the S&P 500 fell 0.21% to close at 2,582.30, while the Nasdaq was 
down 0.20% at 6,750.94. 

– Amidst flagging industry sales following the closure of retailer Toys R US, Hasbro approached U.S. toy-making rival 
Mattel over a potential acquisition Friday. Shares in Mattel shot higher on the news, partly reversing what has been a 
50% decline this year following the fall in third-quarter revenue in North America by a fifth. Hasbro, which has more than 
double Mattel’s market capitalization at $12 billion, has weathered industry disruption somewhat better, notably ousting 
Mattel to secure a deal to make Disney’s princess dolls.    

– The U.S. Department of Justice has informed AT&T that it must sell CNN to gain approval of its $84.6 billion acquisition 
of Time Warner, which owns the cable news channel, Financial Times reported. AT&T said it is preparing to take the 
Trump administration to court to debate whether its potential ownership of Turner Broadcasting, the CNN operator, 
represents a threat to competition. The DOJ has also proposed an alternative option: the sale of DirectTV, AT&T’s own 
satellite broadcaster, though the telecoms giant is thought to be equally opposed to this idea.  

– Salesforce and Google announced a partnership Tuesday, adding depth to a similar previous deal with Amazon Web 
Series (AWS), as the rise of cloud computing continues to push cloud software companies to pick an infrastructure 
provider from a primary line-up of Microsoft, AWS, Google and IBM. Salesforce’s move is based on decisions over which 
global data centers will support its online tools, including customer relationship management and other data-driven 
insight packages. The deal will also see Salesforce able to leverage Google Analytics, allowing customers to see their 
advertising and sales data in the same place for the first time. 

– Snap results continued to disappoint Tuesday after the Snapchat parent posted third-quarter revenue that missed 
expectations, up 62% on year at $207.9 million, as well as a larger-than-expected loss on the back of high costs. Snap’s 
loss was $443.2 million, almost quadruple the deficit in the year earlier period. The stock dropped sharply on the earning 
release, which points to an underlying issue of Facebook having copied many of Snapchat’s most appealing features. 
Snap chat also underperformed in terms of user growth, adding just 5 million new users instead of an anticipated 8 
million. Snap CEO Evan Spiegel said that teething trouble with the switch to automated ad-buying was largely 
responsible for the weak outturn, but that this transition is now complete. Snap received a boost Wednesday on news 
that Chinese tech giant Tencent had bought some 12% of its outstanding shares on the open market.  

– Broadcom lodged an unsolicited $103 billion bid for Qualcomm Monday, pitting two of the world’s largest chipmakers in a 
head-to-head battle for control of the global smartphone hardware industry. Qualcomm, said it would review the proposal 
but would likely reject it as undervaluing its business and unlikely to pass regulatory scrutiny. Broadcom boss Hock Tan 
said he would not rule out a proxy battle to convince Qualcomm shareholders to support his offer. Just last week, Tan 
announced that Broadcom would relocate its headquarters to the U.S. from Singapore, a move roundly welcomed by 
U.S. President Donald Trump on the White House lawn — suggesting the battle for a regulatory green light is already 
underway. A tie-up would be the largest ever tech deal and create a $200 billion-plus company that would be critical to 
the production of smartphones. 

UK 

– London stocks tracked Wall Street lower last week, finishing at a six-week low as real estate issues suffered on the back 
of a poor set of results from estate agent Redrow as well as a gloomy market outlook report from the Royal Institution of 
Chartered Surveyors. A firmer pound also weighed on retailers and energy producers as the market paused for breath 
and traders took profits. The FTSE 100 declined 1.68% over the week to end at 7,432.99. 

– Uber must treat its drivers as workers and provide them with a minimum wage and holiday pay, a London tribunal ruled 
Friday, adding to the U.S. company’s woes as it also deals with a threat by Transport for London to cancel its operating 
license. Uber had claimed it was merely connecting customers with independent drivers, a position it plans to uphold on 
appeal. It has 50,000 UK drivers, and if the ruling is finally upheld following a likely period of several years in the appeal 
courts, Uber would face higher taxes due to required payments of national insurance contributions and value-added tax.  

– J Sainsbury said Thursday that third-quarter same-store sales rose 0.6% on year, slowing from 2.3% growth in the 
previous quarter, while pre-tax profits registered GBP220 million, down from GBP372 million in the year earlier period. 
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CEO Mike Coupe said weak summer sales at its general merchandize business was the primary problem as wet weather 
hit August performance, but that the supermarket operator remained on track to hit its full-year profit target, particularly 
as cost savings related to the axing of 2,000 jobs last month were running ahead of target.  

– AstraZeneca said third-quarter drug sales dropped 3% on year to $4.9 billion, slowing from an 11% fall in the first half. 
Boss Pascal Soriot noted that four new medicines have received approval this year, indicating that its research arm is 
capable of replacing off-patent drugs and returning the company to growth. Astra-Zeneca said it will continue its strategy 
of driving revenue by selling medicine rights to rivals in return for immediate payments, focusing on its core businesses 
of cancer, respiratory illness and heart conditions.   

– Vodafone announced Thursday that it had sealed a deal with CityFibre to finance the construction of a massive fiber 
network capable of connecting 5 million homes by 2025. An initial build costing GBP500 million over 20 years will target 
1 million homes in 12 cities underserved by rivals. The move steps up competition with BT’s Openreach and Virgin 
Media’s networks, and is good news for consumers given pressure from the regulator for Openreach to lift investment in 
full-fiber networks as the UK slips behind on infrastructure rollout compared with other countries. Vodafone will have 
exclusive use of the network before customers from other companies are allowed on board.  

– FirstRand launched a GBP1.1 billion takeover of the UK’s Aldermore on Monday in what is the first instance of an 
overseas predator picking off one of the UK challenger banks. The terms represent a 40% premium on Aldermore’s 
three-month moving average. The deal, which requires 75% shareholder approval but has the backing of largest 
stakeholder AnaCap, would see Aldermore CEO Phillip Monk sell his 3.4 million shares for GBP10.6 million. Aldermore, 
which focuses on buy-to-let mortgages and small business lending, said on the same day that third-quarter net loans 
were up by 12% on year at GBP8.4 billion, customer deposits were 8% higher at GBP7.2 billion, while net interest margin 
was stable at 3.5%. The deal will see Aldermore better positioned to compete with the UK’s major high street lenders as 
it benefits from scale and new digital capabilities. 

Europe (ex. UK) 

– European stocks experienced last week their biggest slide since late August, with mining stocks leading declines as 
traders put an end to a rally tracking stronger metals prices. Financial companies also weighed after weak results from 
Crédit Agricole and Banco BPM. The Eurofirst 300 lost 1.89% over the week to finish at 1,528.66. 

– Telecom Italia said Friday that third-quarter EBITDA earnings dropped 2.5% on year to EUR2.1 billion, on revenue of 
EUR4.9 billion, missing estimates largely as a result of a EUR127 million restructuring charge. Shares rose as the 
company reported that it added 333,000 mobile users in Italy and 146,000 broadband consumers, as well as almost a 
million extra contracts in Brazil. The fairly rosy results confounded fears of a profit warning after prior reports suggested 
much weaker earnings.  

– Siemens said Thursday that fourth-quarter revenue at its industrial businesses dropped 10% on year to EUR2.2 billion on 
weak orders at its power and gas business, and a EUR92-million loss at its wind division, Siemens Gamesa, which it 
acquired in spring. Quarterly net income was up 9.9% at EUR1.29 billion, as overall revenue rose 2% to EUR22.3 billion, 
missing estimates for EUR23.4 billion. Siemens forecast modest organic growth in 2018.   

– Patrick Drahi resumed control at the helm of Altice, the company he founded, Thursday after the telecom’s company’s 
chief executive resigned. Drahi took the role of president as part of a management re-shuffle triggered by a one third 
drop in the company’s shares while Dexter Goei was reinstated to replace the outgoing Michel Combes as CEO. The 
share price drop reflects investor worries that rising interest rates will compromise the company’s ability to service 
EUR50-billion net debt accumulated in the process of buying up two U.S. cable networks, among other acquisitions.  

– Richemont reported Friday that first-half operating profit rose by 46% to EUR1.17 billion on the back of a 15% rise in 
sales of high-end Swiss mechanical watches and strong performance of its jewelry business. Results were burnished by 
a EUR249 million buyback of unsold inventory in the year-earlier period, absent which operating profit would have been 
up 11%. The results highlight a wider recovery in the luxury Swiss watch market, which had suffered from a crackdown 
on gift-giving in China and competition from the Apple Watch. Richemont reported healthy results across markets led by 
China and South Korea, as well as the UK – where the weak pound lifted sales – and a return to growth in Hong Kong. 
The company also said it had raised its stake in travel retailer Dufry to 7.5% with an eye to boosting sales to air 
passengers.  

Japan 

– Tokyo stocks advanced last week, touching 23,000 on Wednesday for the first time since 1992 on the back of foreign 
inflows attracted by robust earnings, while energy majors were buoyed by rising crude prices. Yet the process triggered a 
wave of technical selling that lasted until Friday’s close – galvanized by a firming yen. Japan's Nikkei 225 Index added 
0.63% over the week to settle at 22,681.42. 
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– Nissan Motor cut its annual profit forecast by 6% to Y645 billion Wednesday, citing a likely Y26-billion charge covering 
the recall of 1.2 million vehicles in Japan after the government declared its inspection procedures were faulty – Nissan 
had been using unauthorized personnel – and compensation payments to U.S. victims of the failure of airbags made by 
component partner Takata Corp. Shares remained stable on expectations the recall is a temporary incident. Nissan said 
that under a new mid-term plan led by CEO Hiroto Saikawa it intends to lift annual revenue by 29% to Y16.5 trillion by 
2022.  

– Toyota Motor upgraded its full-year operating profit by 8% to Y2 trillion Tuesday in light of expectations for a weaker yen, 
while highlighting a grim outlook for North America. Executive Vice President Osamu Nagata said July-September sales 
in North America fell to their lowest level since early 2015, as automakers engaged in heavy discounting and marketing 
drives targeting a dwindling pool of sedan customers as drivers switch to SUVs. Quarterly sales in Europe rose 8% on 
year, were up 0.3% in Asia and 0.6% in emerging markets. Toyota also said second-quarter operating profit beat 
forecasts to rise 10% on year, and said it will initiate a share buyback worth Y250 billion.  

– SoftBank boss Masayoshi Son said Monday that he has confidence the company’s Sprint U.S. telecom unit can survive 
solo after merger talks with Deutsche Telecom collapsed due to a failure to agree who would control management of the 
combined company. Son said SoftBank’s income from the segment rose 90% on year in the six months to end-
September, adding that SoftBank would raise its stake in Sprint to 85% from 82%. Sprint announced Sunday a deal to 
offer its cellular network to cable TV provider Altice USA. Overall, SoftBank said its quarterly profit in the three months to 
end-September dropped to Y113 billion from Y528 billion in the year earlier period. Sales were up 4% on Sprint’s solid 
performance as well as the impact of revenue from Arm, the UK chipmaker the Japanese company bought last year. 

Asia-Pacific (ex. Japan) 

– Shanghai stocks hit a 27-month high last week as the market took heart from the announcement of $250-billlion in trade 
deals between U.S. and Chinese companies during Donald Trump’s trip to Beijing. The Shanghai Composite put on 
1.81% over the week to close at 3,432.67. 

– Hong Kong stocks rose in lockstep with their mainland counterparts, hitting a 10-year high on the back of a searing debut 
for China Literature, Tencent’s e-publishing business. The Hang Seng Index rose 1.81% over the week to close at 
29,120.92. 

– Taiwan stocks fell back last week, stung by profit-taking following a sustained rally among heavyweight tech issues 
linked to Apple. The Taiex Index slipped 0.63% over the week to end at 10,732.67. 

– Seoul stocks followed much the same pattern, as investors continued to unwind positions following an all-time high 
touched late last month. South Korea's Kospi was off 0.59% for the week at 2,542.95. 

– Singapore stocks rose last week, supported by upbeat earnings from heavyweights DBS Group Holdings and Genting 
Singapore, amid evidence of wider strength in finance and real estate as the city state’s economy benefits from an uptick 
in global trade. The Straits Times was up 1.12% for the week at 3,420.10.  

Emerging Markets 

– Brazil stocks fell last week, weighed down by concerns over President Michel Temer’s ability to push through reforms to 
the country’s pension system, which investors deem crucial to restraining public debt. Pension reform talks are set for 
early 2018 and the money men fear that lawmakers will water down proposals to protect votes ahead of elections later in 
the year. A round of weak earnings also prompted selling. The Bovespa was down 2.37% for the week at 72,165.64. 

– Mexico stocks declined after the central bank indicated it has no plans to cut interest rates further amid a potentially 
inflation-stoking slump in the peso caused by uncertainty around ongoing NAFTA negotiations. The IPC declined 1.04% 
over the week to end at 48,028.30.  

– Indian stocks dropped last week, with heavy selling triggered by a rise in crude prices as investors fretted over whether 
higher energy prices might fuel inflation and prompt the central bank to hold off cutting interest rates in December. The 
BSE 30 fell 1.10% over the week to close at 33,314.56.   

– Russian stocks advanced last week in line with a brighter outlook for energy prices. The RSTI advanced 4.33% over the 
week to settle at 1,159.35. 

Alternative Assets 

– Crude oil prices experienced healthy gains last week, touching two-year highs on the back of a surprising announcement 
that Saudi Arabia had detained 201 people on suspicion of embezzling about $100 billion of state funds. The move, 
which indicates potential instability in the world’s second-largest crude producer set traders tallying risk premiums, in line 
with escalated risks in Iraq following the Kurdistan independence referendum and political and economic upheaval in 
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Venezuela. The market also appeared to price in expectations for OPEC to agree a nine-month extension of output cuts 
to end-2019 at a meeting on Nov. 30. Data showing U.S. producers added oil rigs put a ceiling on price rises. U.S. crude 
oil prices rose 2.3% over the week to close at $56.74 a barrel in New York. Brent crude, used to price international oils, 
put on 2% to end at $63.52 a barrel in London.  

– Gold prices rose last week after the dollar declined following the Senate’s underwhelming tax-cut proposal. However, 
prices shifted sharply lower Friday after price falls triggered a bout of technical selling. Gold for December delivery rose 
0.4% over the week to settle at $1,274.20.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 2.4030%, up from 2.3325% at the previous week’s finish, with 
investors switching to longer-maturity debt in the face of uncertainty over tax reform and the likely impact it would have 
on borrowing.  

– Wage growth has picked up and already exceeded its new normal trend rate as the unemployment rate has fallen, 
offering further evidence there is limited slack in the labor force, Mary Daly, a labor economist and the director of 
economic research at the Federal Reserve Bank of San Francisco, told MNI Friday. The jobless rate is half a percentage 
point below its estimated natural rate but wage growth has been muted at around 2.5% per year, compared to the 
roughly 3.5% seen the last time unemployment was this low. Does that mean the signal has been muddled or is there 
more slack out there than policymakers thought? Daly's research found the former explanation more likely. Taking into 
account the changing composition of the American workforce, low productivity gains and below-target inflation, "I would 
say we're seeing a pick-up in wage growth above its trend level, because we've already hit the rate we had before the 
crisis," Daly said. 

– Initial claims for U.S. state unemployment benefits rose by 10,000 to 239,000 in the November 4 week, above the 
230,000-level expected and driving the four-week average down to another 44-year low, data released by the Labor 
Department Thursday showed. The four-week moving average for initial claims, a better measure of the underlying trend 
of the data, fell by 1,250 to 231,250 in the November 4 week as the 244,000 level in the October 7 week rolled out of the 
equation. This marks the lowest point for the average since 227,750 in the March 31, 1973 week and confirms that 
claims have returned to their pre-hurricane levels. If the number of headline claims does not change next week and there 
are no revisions to data from the past four weeks, the four-week average will rise by 4,000 as the recent low 223,000 
level in the October 14 week rolls out of the calculation. 

– The value of wholesale inventories rose 0.3% in September, unrevised from the 0.3% gain in the advance estimate, 
while wholesale sales rose 1.3%, data released Thursday by the U.S. Commerce Department showed. With the addition 
of the 0.3% gain in wholesale inventories reported Thursday, an MNI calculation expects a flat reading for business 
inventories when it is released, assuming no revision to the 1.0% decline reported for retail inventories in the advance 
estimate. Released Friday, factory inventories were reported up 0.7% for September. The 1.3% increase for wholesale 
sales reported Thursday, comes in addition to a 1.7% increase for retail trade sales from last month's advanced sales 
release and a moderate 0.8% increase for factory shipments reported November 3, adding up to a 1.2% increase for 
business sales barring a large revision to retail trade sales. 

– U.S. President Donald Trump, on his first official visit to China, blasted his predecessors for allowing China's trade 
surplus with the United States to spiral out of control. After presiding over a business deal-signing ceremony with 
Chinese counterpart Xi Jinping, Trump said in a speech broadcast on state-run television Thursday that trade between 
the two countries has not been fair for many years. "It is a very one-sided and unfair one, but ..." he said, drawing the last 
word out for effect ... "I don't blame China. Who can blame a country for taking advantage of another country for the 
benefits to its own citizens," Trump said as the audience laughed. "I give China great credit," he added. "I blame the past 
[U.S.] administrations for allowing this out-of-control trade deficit to take place and grow," Trump said. Forced technology 
transfers and theft of intellectual property cost U.S. businesses $300 billion a year, he said as Xi looked on. Before 
Trump's speech, major U.S. business executives sat in rows penning contracts with Chinese partners on aerospace, 
agricultural and semiconductor chip deals. On Wednesday, Commerce Secretary Wilbur Ross presided over a number of 
smaller trade and business deals being made, including one from the Chinese online retail giant JD.com to import $3 
billion worth of U.S. goods. The combined deals over the two days were touted as totaling $253.4 billion. 

– Federal Reserve Bank of San Francisco President John Williams believes the Fed is well positioned to manage the 
economy regardless of the outcome of the tax reform being debated on Capitol Hill, but sees a soft landing from 
monetary accommodation as the major challenge facing the U.S. central bank. Williams told MNI he feels comfortable 
with letting the economy run a very strong labor market to help get inflation back up to 2% over the next year or two, 
though taking such a path is not without risk. Keeping imbalances at bay as the expansion continues will be a "major 
challenge," he cautioned. Given the current state of the economy, the Fed should aim to raise interest rates in December 
and three more times next year to put itself in the best position to respond to a range of contingencies, from a major 
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fiscal stimulus to stubbornly low inflation or any other number of economic curveballs, said the San Francisco Fed chief, 
who holds a vote on the rate-setting Federal Open Market Committee in 2018. "Everyone talks about when you're in 
monetary policy, you want a soft landing. Well, we know from experience that's a lot harder to do, to keep that expansion 
going without getting the economy out of balance. And I think that's going to be a major challenge," he said. 

UK 

– The yield on 10-year Gilts rose to 1.3420%, up from 1.2620%, tracking Treasuries higher, despite an auction of GBP3-
billion of 30-year paper attracting orders for GBP23.7-billion, suggesting strong interest in inflation-linked bonds.  

– The UK trade gap widened dramatically in the third quarter of 2017, courtesy of a fall in exports, creating a significant 
drag on gross domestic product, Friday data showed. Exports fell 0.2% to GBP152.292 billion in the three months ended 
September, while imports rose 1.6% to GBP161.755 billion, leaving the total deficit at GBP9.463 billion in the third 
quarter, up from GBP6.507 billion in the prior three months. That suggests net trade could subtract 0.6 from GDP in the 
third quarter, according to a National Statistics official, although the official warned that monthly trade figures are not 
adjusted for price changes and are not directly comparable to data included in the calculation of gross domestic product. 
Net trade provided a boost to the economy in the second three months of the year, adding 0.4 percentage points to total 
growth of 0.3%. 

– Industrial production was revised a touch higher in the third quarter while construction output was downgraded, implying 
no major revisions to gross domestic product from two output components of the economy. Total production rose by 
0.7% in September, outpacing the 0.3% rise estimated by national statisticians when compiling the first release of third 
quarter gross domestic product, data released Friday showed. That takes third quarter production 1.1% above the level 
of the second quarter, topping the 1.0% rise included in the GDP report, adding 0.1 percentage points to total growth of 
0.4%. Production accounts for 14.0% of total output after recent revisions to the National Accounts, down from 14.6% 
previously. On an annual basis, production increased by 2.5% in September. 

– Bank of England Monetary Policy Committee member Ian McCafferty said in an LBC radio interview Wednesday that 
another two rate hikes following the 25-basis point move at the November meeting should get inflation back to around 
the 2% target. McCafferty backed the MPC's decision not to restate at its November Monetary Policy Summary its line 
that financial markets, which are pricing in two more hikes, were underestimating the likely amount of tightening. He 
pointed out that the MPC's central projection on market rates did show inflation returning to close to target. Headline CPI 
was shown at 2.15% in three years' time assuming two more 25 basis point hikes, raising Bank Rate to the 1% level. The 
MPC had stated in August and September that markets were likely under-pricing the total amount of tightening. That line 
was dropped in the November statement. 

– UK house price inflation slowed on a monthly basis in October to 0.3% from 0.8% in September, but the annual pace 
picked up to 4.5% from 4.0% in September due to a favorable base effect. On a quarterly basis, house prices rose 2.3% 
in the August-October period, the fastest pace of increase in this measure since February according to Tuesday data 
from Halifax, the UK's leading mortgage provider. "The annual rate of growth has continued to rise for the third month in 
succession, rising from 4.0% in September to 4.5% in October," said Russell Galley, Managing Director, Halifax 
Community Bank, adding that "the average house price is now GBP225,826 - exceeding last month's previous high.” 

– October UK retail sales values fell sharply on the year ago period, the latest British Retail Consortium data showed 
Monday. October sales on a like-for-like basis fell 1.0% compared to October 2016, when they saw a 1.7% rise on 
October 2015. Total sales were up 0.2% on the year in October, again hit by base effects. The BRC noted that October 
saw the weakest yearly sales growth since May, with non-food sales soft. Over the three-months through October, non-
Food retail sales fell 0.4% on a like-for-like basis and increased just 0.1% on a total basis. In contrast, in the three 
months through October food sales increased 2.4% on a like-for-like basis and 3.7% on a total basis. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to 0.4100% last week, up from 0.3640% at the previous week’s finish, as 
investors signaled their unwillingness to let prices escalate any further after the European Central Bank’s announcement 
that it will extend asset purchases provided a tailwind for bonds across the region.  

– The ECB should endeavor to end its bond buying program after September next year, Governing Council member Ewald 
Nowotny said Friday. "I think we should now consider how to slowly normalize this program, and partly this has 
happened already," Nowotny said in an interview with Austrian radio station O1. "From my viewpoint, we should start to 
end the program," following the announced extension-period of the bond buys in September next year if the economic 
situation justifies such a decision, he added. Asked about the opposition of Bundesbank President Jens Weidmann to the 
reluctance of the majority in the Governing Council to set an end-point for the APP, Nowotny said that he "fully" agrees 
with his German colleague's view in this respect. 
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– The European Commission (EC) raised its 2017 forecasts for euro area growth Thursday, but trimmed its outlook for 
prices in both 2017 and 2018. In its Autumn economic forecasts, the Commission said Eurozone growth will likely be 
2.2% this year, above the 1.7% forecast in May. For 2018, euro area growth should come in at 2.1%, the EC said, also 
up from the May forecast. Euro area inflation is expected to average 1.5% this year, below the May forecast, but to fall 
back to 1.4% in 2018. The Commission said that the European economy has performed significantly better than 
expected this year, propelled by resilient private consumption, stronger growth around the world, and falling 
unemployment. "Investment is also picking up amid favorable financing conditions and considerably brightened economic 
sentiment as uncertainty has faded. The economies of all Member States are expanding and their labour markets 
improving, but wages are rising only slowly," the statement said. 

– ECB Governing Council member Francois Villeroy de Galhau Thursday suggested a "Stabilization Lending Instrument" 
to stabilize the euro area's economy and to better shield it against asymmetric economic shocks. "The SLI would provide 
loans to euro area Member States faced with an asymmetric economic shock, in order to support their countercyclical 
policies," Villeroy said in a speech in Brussels. "The SLI would be a complement to and not a substitute for national 
stabilizers," he added. The instrument would help Member States to not abandon long-term investments, "especially by 
preventing an unwarranted widening of their financing conditions," Villeroy stressed. Looking beyond this instrument, the 
creation of a "rainy day fund" with fiscal resources within a euro area budget would only be considered "at a later stage" 
once confidence and economic convergence between member states have increased, he noted. Access to the SLI 
should be simple, subject to "carefully chosen macro-financial criteria", Villeroy said. 

– European banks still have to tackle non-performing loans while the overall shape of the sector shows improvements, 
ECB President Mario Draghi said Tuesday. "Though NPL levels have been coming down for significant institutions -- 
from around 7.5 percent in early 2015 to 5.5 percent now -- the problem is not yet solved," Draghi said in a speech in 
Frankfurt. "Many banks still lack the ability to absorb large losses, as their ratio of bad loans to capital and provisions 
remains high," he added. Against this background, there is "no room for complacency", since improvements are likely to 
have been driven, in part, by the improved economic situation, Draghi noted. "It is therefore crucial that further reforms to 
de-link banks from sovereigns do not lose steam, notably completing the other pillars of banking union," he said. 

Japan 

– The yield on 10-year JGBs fell to 0.038%, down from 0.05%, as the central bank continued to guide yields towards zero.  
– At their Oct. 30-31 meeting, many Bank of Japan board members saw no need to reinforce already large-scale monetary 

easing, arguing that resulting side-effects of additional accommodation would exceed the benefit, the summary of 
opinions at the meeting released Thursday showed. ”In terms of an impact on the markets and financial institutions, as 
well as of the sustainability of the policy, additional easing measures would likely bring about side effects that outweigh 
positive effects," one member said. Another member said that the momentum toward achieving the BOJ's 2% inflation 
target has been maintained, and "thus is it important to adopt a wait-and see stance for the time being until the price 
effects materialize under the current framework.” The same person also said, "If the BOJ takes an extreme measure only 
for the purpose of hastening the achievement of the price stability target, side effects such as an accumulation of 
financial imbalances and an impaired functioning of financial intermediation could arise.” 

– Japanese consumer and business sentiment overcame the drags from two typhoons and the snap election last month 
but concerns remain about the negative effect of the weak yen and the government's slow progress in enacting labor 
market reforms. The Economy Watchers' sentiment index for Japan's current economic climate rose to a more than 
three-year high of 52.2 in October from 51.3 in September on a seasonally adjusted basis, the Cabinet Office said 
Thursday. Typhoons hit many parts of the country for two weekends in a row last month, hurting sales at retail stores and 
restaurants, but solid demand for business investment and rising job offers pushed up the overall sentiment index. 
"Despite the bad weather, there was some support from spending by wealthy consumers due to higher stock prices and 
the yen's fall as well as demand for autumn and winter clothing given lower temperatures," Cabinet Office director of 
regional economies Shigeru Hirota told reporters. The Economy Watchers outlook index showed sentiment about the 
situation in two to three months rebounded in October, rising to a nearly four-year high of 54.9, up a sharp 3.9 points 
from 51.0 in September. 

– Japanese Prime Minister Shinzo Abe said Monday he and visiting U.S. President Donald Trump agreed that "fair and 
feasible" trade and investment rules must be established for the Asia-Pacific Region. In a joint news conference with 
Trump, Abe also said the two leaders confirmed that key bilateral economic issues were being discussed in high-level 
dialogue chaired by their top deputies. Abe argued that Japan is the largest investor in the U.S. in terms of creating jobs. 
He said Japanese firms have generated 17,000 jobs in the U.S. since Trump took office. Earlier Monday, Trump said 
unfair trade practices were hindering sales of U.S.-made automobiles in Japan, and that he would resolve the issues 
through bilateral free trade talks. However, Japanese officials are wary of opening bilateral free trade talks, because they 
expect the U.S. will demand that Japan open up more drastically its politically-sensitive agricultural sector to imports. 
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Source: Market News International 

The information is based on management forecasts and reflects prevailing conditions and our views as of this date, all of which are accordingly subject to 
change. In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and completeness of all information 
available from public sources or which was provided to us by or on behalf of the potential investor or which was otherwise reviewed by us. No responsibility can 
be accepted for errors of fact or opinion.  
Past performance and any forecasts are not necessarily a guide to future or likely performance. You should remember that the value of investments can go 
down as well as up and is not guaranteed. Exchange rate changes may cause the value of the overseas investments to rise or fall. 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of investment products.  
Potential investors should be aware that such investments involve market risk and should be regarded as long-term investments. 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 
The investments mentioned in this document may not be suitable to all investors. The information contained in this document is provided for reference only and 
does not constitute any investment advice. Investors are advised to seek independent advice before making any investment decision. Past performance is not 
indicative of future performance. Investment involves risk and investors may not get back the amount originally invested. Please read the relevant offering 
document carefully, in particular fund features and the risks involved in investing in the fund. 
Schroder Investment Management (Hong Kong) Limited is regulated by the SFC. Non-Hong Kong residents are responsible for observing all applicable laws and 
regulations of their relevant jurisdictions before proceeding to access the information contained herein. The document has not been reviewed by the SFC and 
may contain information of non-SFC authorized funds. Issued by Schroder Investment Management (Hong Kong) Limited. 


