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Weekly market watch  
 
As at Friday January 5, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  30814.64 895.49 2.99% 37.22% 
India  BSE 30 34153.85 97.02 0.28% 27.11% 
Japan  Nikkei  23714.53 949.59 4.17% 21.48% 
Singapore  STI  3489.45 86.53 2.54% 17.85% 
South Korea  KOSPI  2497.52 30.03 1.22% 22.31% 
Taiwan  WSE 10879.80 236.94 2.23% 16.26% 
Shanghai     COMPOSITE 3391.75 84.58 2.56% 7.15% 
Europe 
France  CAC  5470.75 158.19 2.98% 11.63% 
Germany  DAX  13319.64 402.00 3.11% 14.97% 
Italy  FTSE MIB  22762.29 908.95 4.16% 15.88% 
Russia  RTSI  1219.89 65.46 5.67% 3.56% 
UK FTSE 100  7724.22 36.45 0.47% 7.35% 
Americas 
Brazil  IBOV  79071.47 2669.39 3.49% 27.39% 
Mexico  IPC  49887.75 533.33 1.08% 6.78% 
Nasdaq  CCMP  7136.56 233.17 3.38% 30.04% 
US  S&P 500  2743.15 69.54 2.60% 20.90% 
US   DOW  25295.87 576.65 2.33% 27.12% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.2400 1.1900 1.2570 1.2920 
10 Year OAT 0.7950 0.7850 0.6230 0.7920 
10 Year Bund  0.4390 0.4270 0.3200 0.2430 
10 Year Japan  0.0470 0.0380 0.0460 0.0600 
10 Year Treasuries  2.4770 2.4054 2.3509 2.3443 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.50 4.25 3.75 
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. 

 

 



 

 

 Weekly market watch 2 

 

Equity Markets 
US 

– All three main benchmarks recorded another week of record gains to begin the year firmly in positive territory. The Dow 
Jones Industrial Average increased 2.33% to close at 25,295.87. The Standard & Poor’s 500 index rose 2.60% to 
2,743.15 while the Nasdaq ended the week 3.38% higher on 7,136.56. 

– Tesla said Wednesday it would again move back the company production target for its Model 3 vehicle. Tesla 
announced midweek it would revise down the short-term target to 2,500 Model 3 cars per week to the end of the first 
quarter, half the 5,000 total it originally planned. The higher weekly production figure would instead be reached by end-
June. Tesla spent much of 2017 untying snags in its supply chain, and the delays in reaching production at scale have 
generated cash flow issues as margins have come under pressure. Tesla spent $1.1 billion in cash in the third quarter of 
last year. It likely spent a similar amount in the final three months of 2017. However, analyst reaction last week indicated 
the company had arrived at a more a realistic production timeline. The shares closed the week up 0.19% to $316.58. 

– The country’s largest drugstore Walgreens Boots Alliance announced a sixth sequential quarterly fall in same-store sales 
for the fiscal quarter ending November 30. Net income per share fell to 81 cents from 97 cents one year earlier, although 
the shares beat analyst estimates on an adjusted basis by 2 cents up to $1.28 per share. Walgreens revised up the lower 
range of its adjusted profit forecast to $5.45-$5.70 per share. Shares closed on the Nasdaq up 0.43% to $72.92.  

– Verizon Communications said Friday it had removed Bloomberg TV from its network of 4.6 million paying subscribers 
after the financial news broadcaster requested payment for broadcast rights. Bloomberg first disappeared from the TV 
service in December. Verizon released a statement indicating it was unprepared to pay because Bloomberg streamed 
the channel for free on its website and mobile application.  

– Morgan Stanley became the first major bank Friday to set out the short-term cost it expected to incur as a result of newly 
enacted changes to the U.S. tax code. The bank said it would incur a $1.25 billion cost in its upcoming fourth quarter 
earnings due to the necessary recalculation of net deferred tax assets. Morgan Stanley’s share price edged up over the 
previous week to close at $53.11. 

– Intel saw its share price fall 3.16% over the previous week after concerns emerged that the company could face litigation 
over a security flaw in one of its semiconductors. Several Intel customers, including Apple and Microsoft, scrambled last 
week to release software patches after a report Wednesday revealed a security flaw could enable hackers to 
compromise devices. Intel released a statement mid-week admitting that the necessary software patches could slow 
down the performance of its chip. In addition to reputational risk and potential for costly legal action, analysts said a side 
effect could be that Intel is forced into accepting discounts on chip orders during future contract negotiations. The shares 
closed the week on $44.74.  

UK 

– The FTSE 100 ended the week 0.47% higher to 7,724.22 after a strong performance by oil majors pushed the blue chip 
index to another record high.  

– Shares in retailer Debenhams fell 14.94% on the previous close after the company cut its profit forecast from GP80 
million to between GBP55-65 million. The UK retailer aggressively cut prices ahead of the peak Christmas period after 
like-for-like sales fell 2.6% year on year in the 17 weeks to December 30. Sales showed some resilience during the price 
cuts but the lower margins in December drove pressure on profits. Debenhams chief executive Sergio Bucher, who 
joined the company last year from Amazon, pledged to cut GBP10m in operating costs in 2018 in addition to existing 
plans to shutter 10 stores over the medium term. The shares ended the week at 28.92 pence.   

– UK government contractor Carillion will face investigation by the country’s Financial Conduct Authority. At issue is the 
timing and substance of Carillion’s mandatory communications to regulators ahead of a GBP850 million write-down and 
profit warning in July last year, after which the shares fell more than two thirds in value. The FCA has not detailed the 
nature of its investigation, but the most-likely premise is if Carillion booked contract revenue ahead of payment and 
whether its communications to the market were sufficiently frequent. The shares closed up 11.19% to 18.89 pence. 

– Ministry of Defence outsourcer Babcock announced Wednesday a five-year contract extension with the Australian navy 
to continue maintenance of the force’s Anzac fleet. The contract is valued at GBP115 million and will see the former 
FTSE 100 firm service the eight-frigate fleet together with joint venture partner UGL. The UK MoD remains Babcock’s 
largest customer, but chief executive Archie Bethel has sought to pursue greater international revenue. The shares 
closed Friday on 715.40 pence, up 0.76% on the previous week. 

– Jaguar Land Rover announced Friday that UK sales were broadly flat in 2017 at 118,213 vehicles against an industry 
wide decline of 5.9% year on year, as calculated by the Society of Motor Manufacturers and Traders. New car 
registrations fell by around 160,000 units in the UK in 2017 compared with the previous year. Land Rover models 



 

 Weekly market watch 3 

 

continue to outsell Jaguar cars by a factor of two, but new owners Tata have pumped investment into manufacturing a 
Jaguar electric vehicle and SUV model to revitalise the brand. Shares in Tata Motors edged down slightly on the 
previous week due to weak Land Rover sales data in the U.S. during December.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 closed the week 1.97% higher to end the trading period at 1,562.13. The index 
recorded gains midweek after broadcasters Altice and M6 reached agreement over a new distribution deal, while 
manufacturers in the Eurozone expanded activity in December.   

– Airbus likely met its full-year delivery target in 2017 following record production in December. Several eleventh-hour 
orders from airlines and a plane leasing firm for the Airbus A320 jet also lifted 2017 sales. Airbus is due to report precise 
sales figures in mid-January, but analysts believe the company has met its target of 700 aircraft deliveries. The 
December acceleration in sales follows a protracted battle over supply chain delays at engine manufacturer Pratt & 
Whitney. Shares in Airbus closed the week 2.03% higher on EUR85.86.  

– The chief executive of innovative carrier Norwegian Air said Thursday the company would not repeat its hiring of other 
airlines’ fleet and crew to meet runaway demand for its cheap long-haul fares. Norwegian incurred leasing charges in 
excess of $120 million in the summer of last year after announcing a sequence of cancelled flights. Bjoern Kjos said the 
airline was “much better prepared entering 2018” and pledged the bookings would be “fully covered.” In December the 
company announced four new trans-Atlantic flights, linking Amsterdam, Madrid and Milan with Los Angeles and New 
York. Norwegian is widely credited with leading a price squeeze among lower cost airlines in the U.S. The shares closed 
up 25.27% to EUR23.  

– German tax inspectors impounded goods shipped by around 100 Chinese retailers selling products over Amazon due to 
unpaid taxes. The inspection is led by the Berlin-Neukölln tax office, which is responsible for nationwide VAT registration 
of foreign retailers selling goods in Germany, and follows pressure by German taxpayer advocates who estimate the 
public purse is losing as much as EUR1 billion per year in lost sales tax.         

– A German regional court referred the insolvency filing of Austria-registered airline Niki to a higher court Thursday, in a 
move which could still preclude the planned sale of Niki’s defunct Air Berlin arm to IAG, the parent company of British 
Airways and Iberia. Niki filed the insolvency petition in December after German flag carrier Lufthansa backed out of plans 
to scoop up the low-cost airline. The issue concerns jurisdiction. A passenger group is Germany filed a suit asserting that 
the legitimacy of the insolvency application should be a matter for the German courts given Air Berlin operates out of the 
German capital. A decision is expected this month. 

Japan 

– Japan's Nikkei 225 Index recorded the strongest weekly gain of the major benchmarks, rising 4.17% over the previous 
trading period to close the week at 23,714.53  

– Toshiba formally agreed Wednesday to sell its insolvent U.S. nuclear arm Westinghouse a consortium led by Brookfield 
Business Partners. Brookfield characterised Westinghouse as “a high-quality business” and said it would focus its 
takeover on cashflow generated by the company’s service business to nuclear power stations.   

– Pharma giant Takeda said Friday it would pay EUR520 million to acquire Belgian stem cell firm TiGenix in cash deal 
valuing TiGenix at EUR1.78 per share. Takeda and TiGenix have an existing EUR390 million partnership inked in July 
2016 in which the Japanese drug company received license to develop TiGenix’s Cx601 treatment for Crohn’s disease. 
The gastroenterology stem cell treatment is currently undergoing Phase III trials. Takeda sharaes ended the week up 
1.59% to close at JPY6,568.  

– Four out of five large companies expect the Japanese economy to grow in 2018, according to a survey released last 
week by Kyodo News. The survey of 109 major firms included household names such as Sony and Toyota. Only 17 of 
the firms surveyed expected growth to be broadly fat while none forecast recession. Some 59 of the companies cited 
capital investment while 45 referenced rising domestic consumption. Others surveyed cited improvements in the external 
sector and the prospect of higher U.S. growth.    

– Japanese corporates made 667 acquisitions of foreign companies in 2017, according to a count by advisory firm Recof. 
Communications released to media this week. 

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index added 2.56% to close Friday on 3,307.17 after the benchmark recorded 
gains on each of the five days last week. In year on year terms the index has increased 7.15%. The Shanghai 
benchmark started the week well after industrial production data exceeded expectations, while a strong rise in real estate 
stocks going into the weekend added 0.18% to the index during Friday trading.  
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– Hong Kong's Hang Seng index moved up 2.99% to a 10-year high of 30,814.64, bringing the year on year gain to 
37.22%. The Hong Kong benchmark has recorded ten successive days of growth. Expectations continue to imply further 
gains in 2018, due to broadly positive cash positions among Hong Kong corporates as well as structural reforms to share 
convertibility rules.  

– Taiwan's Taiex index posted a 2.23% weekly gain, with the export-heavy index ending the trading period on 10,879.80 
after recording losses in December.  

– South Korea's Kospi rose 1.22% as foreign investors scooped up tech stocks ahead of fourth quarter earnings. The index 
closed on 2,497.52, extending its year on year gain to 22.31% after the strongest weekly performance since November.  

– Singapore Straits Times Index increased 2.54% to end the trading period at 3,489.45 despite slipping back a third of a 
percent on Friday. 

Emerging Markets 

– Brazil's Bovespa increased 3.49% over the previous week to close at 79,071.47. The strong weekly jump brought the 
year on year increase to 27.39% amid increasingly bullish sentiment toward the Sao Paolo benchmark compared with 
Latin American peer indexes.  

– Mexico's IPC recorded a 1.08% weekly gain to close Friday on 49,887.75 after financials and industrial stocks led the 
weekly gains. 

– India's BSE 30 edged up 0.28% to end the trading period on 34,153.85, as rising stocks outnumbered those falling in 
value. The local benchmark has increased 27.11% year on year. Brokerages have forecast a further 10% gain in 2018 
amid expectations of higher earnings growth and a broad uptick in the Indian economy. 

– Russia's RSTI surged 5.67% over the week to 1,219.89, although in year on year terms the volatile index is up a 
lackluster 3.56%.  

Alternative Assets 

– Oil prices moved higher last week after U.S. data showed inventories at a seven-week low and concerns continued over 
potential supply disruption in Iran. The number of active U.S. rigs fell by five to 742, while a cyclone off the eastern 
seaboard fueled expectations of increased demand. February West Texas Intermediate crude rose 1.7% to close at 
$61.44 a barrel. March Brent Crude on London’s ICE Futures Exchange ended the week up 1.1% to $67.62  

– Gold futures ended higher for a 11th-successive session to end the week at $1,332.20 per ounce after a U.S. jobs report 
showed employment rising at the slowest pace for three months.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries increased to 2.477% from the previous close at 2.4054%.   
– The US Treasury 2-/30-year yield curve saw modest flattening to +85bps – level not seen since Oct 2007. 
– Philadelphia Federal Reserve Bank President Patrick Harker on Friday told reporters he prefers a "slow and steady" 

approach to raising interest rates in light of considerable uncertainty over sluggish inflation and a flattening yield curve. 
"At this point I don't think we should do anything to precipitate the inversion of the yield curve or other things," he said on 
the sidelines of the American Economic Association conference. "That's why I want to be slow and steady with additional 
rate increases, which is slowly removing accommodation along with normalization of the balance sheet." 

– The value of new factory orders rose by 1.3% in November, slightly larger than the expected 1.1% increase in an MNI 
survey, data released by the Commerce Department Friday morning showed. Nondurable goods orders rose 1.4%, while 
durable goods orders were unrevised at a 1.3% increase seen in the advance estimate. Petroleum and coal products 
shipments were up 6.0% in November, leading the increase in nondurables orders. Chemicals also contributed to the 
increase, seeing a rise of 1.6%. Nondurables shipments are equivalent to orders in this report. 

– Mortgage applications decreased 2.8 percent from two weeks earlier, according to data from the Mortgage Bankers 
Association's (MBA) Weekly Mortgage Applications Survey for the week ending December 29, 2017. The results include 
adjustments to account for the Christmas holiday. 

– The average contract interest rate for 30-year fixed-rate mortgages with conforming loan balances ($424,100 or less) 
remained unchanged from the week prior at 4.25 percent, with points increasing to 0.36 from 0.35 (including the 
origination fee) for 80 percent loan-to-value ratio (LTV) loans. The effective rate increased from last week.  
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UK 

– The yield on 10-year Gilts rose to 1.2440% from 1.1900% over the past week. 
– Shop prices fell at the fastest pace in nine months in December, with discounted non-food prices offsetting higher food 

prices, BRC-Nielsen data showed. The British Retail Consortium-Nielsen Shop Price Index (SPI) fell 0.3% on the month 
in December and posted a 0.6% drop on the year. The year-over-year (y/y) fall in shop prices was the steepest since 
March 2017 and was courtesy of non-food prices falling at their fastest rate since January 2017. Non-food prices 
declined by 2.1% y/y, greater that than the 1.1% y/y fall recorded in November, as retailers lowered prices at the start of 
the month in the build up to the Christmas period. The BRC-Nielsen SPI is not seasonally adjusted and thus does not 
discount for such seasonal promotions. 

– Expansion in the UK service sector accelerated in December but the near-term outlook deteriorated with new order 
growth falling to a 16-month low. The IHS/Markit December services PMI rose to 54.2 from 53.8 in November, the 
second highest reading since April 2017. New business volumes, however, fell to the lowest level since August 2016. 
Survey respondents reported soft business investment and cost consciousness among clients pushing down on sales 
growth. Input price inflation continued to rise, hitting its highest levels since September 2017. A mix of rising fuel prices, 
feeding through to higher utility bills, and higher fuel and staff costs were cited as the factors behind the rise. 

– Mortgage approvals rose in November from their October lows while average interest rates on fixed rate mortgages fell, 
Bank of England data showed. The number of mortgage approvals rose to 65,139 in November from 64,887 in October. 
The October outturn was the lowest since September 2016 and the November pick-up still approvals below the 
September 2017 reading of 66,179. The data showed that the average effective interest rate on new mortgages rose to 
1.99% in November from 1.92% in October, while it held steady at 2.50% on the stock of mortgages. 

– UK house prices edged higher in December, rising 0.6% on the month and 2.6% on the year, up from 2.5% in October, 
the Nationwide House Price Index showed. Annual house price growth in the Nationwide series has held in a 2 to 4% 
range since March. The focus now will be on what impact the recent government change to first-time buyer stamp duty 
levies will have on the housing market as we move into the New Year. Nationwide's Chief Economist Robert Gardiner 
said that the cut in Stamp Duty for property market newcomers should not have much impact on house prices and was 
likely to be offset by other policy changes. 

– The UK construction sector, like manufacturing, saw activity growth ease in December, the latest IHS Markit/CIPS survey 
showed. The UK Construction Purchasing Managers' Index (PMI) fell to 52.2 in December, down from 53.1 in November. 
This was the third consecutive monthly reading above the 50.0 no-change threshold, but the data suggested that the 
pace of expansion was moderate and that the sector will only make a modest contribution to Q4 growth. 

– UK manufacturing continued to expand at a solid pace in December but less rapidly than in November, the IHS 
Markit/CIPS survey showed. The headline December manufacturing PMI came in at 56.3, down from November's 51 
month high of 58.2. While output growth accelerated in intermediate and investment goods it slowed in the consumer 
goods sector, reflecting the weakness in consumption with real earnings growth having fallen into negative territory. New 
export sales were strong as a result of robust demand from continental Europe, the US, China and the Middle East. The 
final Eurozone PMI for December came in at 60.6, with record or near record highs in Germany, Netherlands, Austria 
and Ireland. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds increased to 0.4390% from 0.4270% at the previous close.  
– There was volatility around the US non-farm payroll report as the headline number came in weaker than expected at 

+148k versus consensus estimate +190k but the unrounded average hourly earnings (0.339% m/m) gave some hope 
that the low unemployment rate of 4.1% is finally starting to bite. As such, the knee-jerk fall in Bund yields move quickly 
reversed. 

– The Eurozone HICP data also came in weaker than expected, with the core stubbornly refusing to rise from 0.9% y/y as 
service price inflation remained soft.The peripheral markets benefitted from a sustained buying flow but mainly 
concentrated at the longer end of the curves. Greek 10-year yields hit another 12-year low yield of 3.69%, a level that 
must be tempting for the Greek debt agency (PDMA) to issuing into. 

– The first week of 2018 saw E18.2bln EGB supply/150k Bund contract equivalents, down from the 190k equivalents sold 
in the first week of 2017. In the coming week, MNI sees E17.9bln of gross issuance but possible 10-year syndications 
could come from Portugal, Spain or Belgium. Next week, Germany gets issuance underway with E0.5bln of 10-year 
Bundei 0.1% 2046 on Monday. On Tuesday, Austria begins its issuance with E1.38bln of RAGBs 0.5% Apr-27 and 1.5% 
Apr-47. The same day the Netherlands sells E1.5-2.5bln DSL 0% Jan-24. The highlight for the week will be E5.0bln of a 
new 10-year Bund, the Feb-28 on Wednesday. Scheduled issuance concludes with the medium-long term BTP auction 
on Thursday, MNI expects around E9bln; announcement is  Monday. 
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– There are no redemptions or coupons over the coming week so gross supply equals net supply. The ECB PSPP began 
at a lower E30bln monthly  pace alongside reinvestment of redemptions, perhaps around E5bln per week. 

– Italy faces a period of instability ahead of the March 4 elections, but the next few months will not see a void in 
government, senior sources told Market News. "This current government of Premier Paolo Gentiloni will still be 
functioning until the next one is formed. It retains all its powers to approve urgent decrees and carry on with all regular 
governing," a senior government official told Market News. Last Friday, Italy's head of state, Preisdent Sergio Mattarella, 
announced the dissolution of the current parliament, officially triggering a 60-day election campaign. 

Japan 

– The yield on 10-year JGBs increased to 0.0470% from 0.0380%.  
– Japanese markets have been closed since New Year’s day – observing Bank Holiday from Jan 2-/3. Japan closes again 

on Jan 8 for Coming-Of-Age Day. 
– JGB yields saw a knee-jerk reaction lower following news reports of an earthquake, however move was reversed as this 

was a fairly small incident and hit off Ibaraki. Later reports posited that the warning system could have mistaken two 
smaller quakes close together for one large incident.  

– The JGB yield curve flattened in line with move in UST's with the long-end seeing some buying. The MOF is scheduled 
to conduct a 40-year JGB bond auction next week. 

– There are no major events scheduled from the Bank of Japan until Jan 15, when BOJ branch managers gather in 
Tokyo for a one-day quarterly meeting and report on regional economic conditions ahead of the bank's next policy 
meeting on Jan. 22-23. 

 

 

 

 

 

 

 

 

 

 

 

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. 


