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Schroders 
Monthly markets review 
Overview of markets in November 2015 
Highlights: 

– Global equity markets were lacklustre in November with MSCI World returning -0.5% (in US dollars). 
Focus remained on the prospect of a US rate rise and strengthening of the US dollar was a feature of the 
month.       

– US equities rose slightly as banks were supported by the likelihood of higher interest rates, and therefore 
higher net interest margins. Higher yielding sectors such as telecoms and utilities recorded losses.   

– Eurozone equities outperformed other regions, supported by expectations that the European Central Bank 
would announce further monetary policy easing in December.  

– Emerging markets lagged their developed counterparts as the stronger US dollar weighed on emerging 
market currencies. Renewed commodity price weakness had a negative impact on several markets.   

– In fixed income markets, the diverging outlook for monetary policy saw US sovereign yields rise while 
those in the eurozone declined.  

US  

US equities ended the month in the black, with the S&P 500 up by 0.3%. The market experienced a two-way 
pull, financials on the positive side and utilities and telecoms on the negative, as the prospect of the Federal 
Reserve (Fed) raising rates in December markedly increased following a particularly strong November non-
farm payrolls report. At 271,000, monthly job creation was the highest recorded for 2015 and comfortably 
ahead of economists’ expectations. Meanwhile, there was an upward revision to third-quarter GDP growth, 
now estimated at 2.1% versus 1.5% previously. The unemployment rate fell to 5.0%.  
 
The prospect of higher net interest margins propelled the banking sector forward, in turn lifting the whole of the 
financials sector. However, the higher dividend yielding sectors recorded losses, notably the telecom and 
utility groups, as their yield attractions dimmed against the prospect of higher base rates. 
 
As the month came to a close with the Thanksgiving weekend, all eyes were on how the start to the Christmas 
holiday season had gone. Retail sales were a blot on the US economy’s copybook during November, following 
news they had risen less than expected in October as a result of disappointing car sales. The sector was also 
in focus after a notable profit warning from department store owner Macy’s.  
 
Despite concerns over the impact of the resurgent dollar on the manufacturing sector, data revealed strong 
durable goods orders, which are seen as a proxy for the corporate sector’s investment intentions and therefore 
business sentiment more widely.  

Eurozone  

Eurozone equities registered positive returns in November, supported by the prospect of more easing 
measures from the European Central Bank (ECB) in December. The expectations of further easing also saw 
the euro weaken further against the US dollar. Geopolitical concerns came to the fore following the terrorist 
attacks in Paris on 13 November which left at least 130 people dead. As a result, security concerns moved up 
the political agenda although the impact on financial markets overall was limited.  
 
Economic data remained largely encouraging but did little to dent the market’s expectation of further action 
from the ECB. The flash eurozone composite purchasing managers’ index for November reached 54.4, up 
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from 53.9 in October and a 54-month high. The German Ifo business climate index rose to 109.0 in November 
from 108.2 in October. 
 
At country level, Portuguese shares underperformed amid political uncertainty following the inconclusive 
election held in early October. On 24 November, Antonio Costa, leader of the Socialist Party, was sworn in as 
prime minister. It is thought that the new government may seek greater flexibility on EU budgetary rules than 
its conservative predecessor.  
 
Consumer staples was among the strongest sectors for the month as Anheuser Busch InBev’s £71 billion bid 
for SABMiller progressed. Automotive stocks largely enjoyed a rebound. Healthcare stocks underperformed 
the wider market after disappointing outlook statements from Sanofi at its investor day. Luxury goods stocks 
were weak as sales in Hong Kong continued to disappoint. In the wake of the Paris attacks, travel & leisure 
stocks came under pressure, as did luxury goods stocks, while defence stocks rose amid expectations of 
increased government spending on security.  

UK  

UK equities recorded a small positive gain with the FTSE All-Share up 0.6%, but underperformed global 
equities amid continued weakness in commodity prices. Another downward lurch in oil and metal prices further 
weighed on the market’s heavyweight resource sectors. 
 
The market was nudged in to the black due to a combination of some strong performances from the 
heavyweight telecoms companies and a powerful recovery in the aerospace and defence sector. Mobile giant 
Vodafone announced better-than-expected interim results, while defence group BAE Systems led the recovery 
after the government unveiled additional equipment spending as part of its long-term military plans, set out in 
the Strategic Defence and Security Review (SDSR). 
 
Elsewhere, corporate newsflow continued to be mixed. Satellite network operator Inmarsat and building 
materials group CRH announced better-than-expected results but jet engine marker Rolls-Royce warned on 
profits. Overall, however, Rolls’ share price retreat was more than offset by the strong performance of its 
aerospace and defence peers, which bounced back from a particularly poor October. There were some 
reassuring trading updates while the SDSR was seen as supportive to the industry, with an emphasis on 
additional hardware spend to counter the rising security threat, as underlined by the Paris terrorist attacks. 
 
A strong performance from the industrial sectors generally helped the mid caps outperform, with the FTSE 250 
ahead by 1.9%, even if the domestically focused mid-sized housebuilders, travel and leisure groups and 
retailers lagged. There was another negative monthly CPI inflation print and real wages were further boosted 
as nominal wages continued to grow as the unemployment rate inched down again to 5.3%.  

Japan  

After a small initial decline, the Tokyo stockmarket recovered gradually to record an overall positive return of 
1.4% for the month. The Japanese yen weakened quite sharply against the US dollar, but was marginally 
stronger against sterling which boosted the return for a sterling-based investor to around 2.0%. 
 
Sector performance was diverse with big falls in paper stocks and utilities, while retailers, precision 
instruments and metal products led the market upwards. Airline stocks, in common with many other tourism-
related stocks, were weak in the aftermath of the terrorist attacks in Paris. 
 
The relatively steady progression in the equity market was undisturbed by the release of GDP data showing 
that Japan has been in technical recession for the last two quarters. Equity investors have so far preferred to 
focus on the improvements already recorded in corporate profits for the same period, together with more 
positive, forward-looking data. Indeed it is possible that subsequent revisions to the GDP data may paint a 
significantly less negative picture. 
 
The quarterly results season concluded in early November with few negative surprises although most 
companies remain conservative for the second half of the year given the continued uncertainty, particular in 
Asian demand.  
 
Following the offering of shares in Japan Post to a predominantly retail investor base in October, the three 
separate entities; Japan Post Holdings, Japan Post Bank and Japan Post Insurance were each listed on the 
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Tokyo market in November. All three rose to substantial premia to their original allocation price which helped 
to improve further market sentiment and spurred expectations for expanded involvement by individual 
investors in the equity market.  

Asia (ex Japan)  

Asia ex Japan equities failed to maintain October’s positive momentum as stocks finished November in 
negative territory on the back of worries over a December interest rate rise by the US Fed and on profit-taking 
given the uncertain global economic outlook. Chinese equities fell as the slowdown in the world’s second-
largest economy was reaffirmed by declining numbers on a number of metrics. The closely-watched Caixin 
China manufacturing PMI reading for October continued on its downward trajectory, posting a reading of 48.3, 
above September’s 47.2, but still in contractionary territory. Meanwhile, September inflation registered a lower-
than-expected 1.3% increase year-on-year, down from September’s 1.6% rise, with the numbers continuing to 
add to worries that the economy is facing prolonged deflationary pressures. In Hong Kong, stocks declined 
over the month on the back of weak China sentiment and concerns over an impending US interest rate rise.  
 
Over the strait in Taiwan, equities also finished down on weakness in China’s economy, a large export market, 
and on broader worries for its export-driven economy given the slowdown in global growth. Fellow export-
oriented powerhouse Korea also saw its market fall on similar worries as well as disappointing industrial 
production data and a weaker Korean won.  
 
In ASEAN, all markets fell with Thailand and the Philippines leading losses on concerns over slowing 
economic growth data and an impending US interest rate rise. Indonesia also finished down, albeit 
outperforming the other two, as the continued recovery in the Indonesia rupiah and hopes of progress on 
much-needed infrastructure projects provided some positive news. Indian stocks ended the month in negative 
territory as weak corporate earnings and a heavy defeat in Bihar state elections for Prime Minister Modi’s BJP 
(which will make pushing through reforms harder) disappointed investors.  

Emerging markets  

Emerging markets recorded negative returns in November, with a stronger US dollar and commodity price 
weakness acting as headwinds to performance. The MSCI Emerging Markets index was down and 
underperformed MSCI World. Emerging Asian markets held up comparatively better than regional peers. 
Malaysia registered a positive return and outperformed. China finished marginally ahead of the index but was 
also down in absolute terms as concerns over the growth outlook weighed on local equities somewhat. India 
underperformed as inflation ticked up more than forecast to 5% year on year, largely due to the El Niño effect, 
with a weak monsoon season resulting in upward pressure on food prices. 
  
Emerging EMEA equities registered contrasting performance. Hungary posted a positive return, supported by 
strong performance from Gedeon Richter and OTP Bank. Russia recorded a positive return at the margin and 
outperformed, despite some rouble weakness stemming from a 10% fall in the price of Brent crude. Greece 
was the weakest index market, recording a significant drawdown. Bank stocks fell sharply following the 
announcement of several heavily discounted rights issues, aimed at plugging capital requirement shortfalls 
highlighted by ECB stress tests. 
 
Latin American markets were all down over the month. Despite posting a negative return, Mexico 
outperformed the index. Brazil also finished slightly ahead of the index, but was firmly down with commodities 
stocks leading the index lower. Meanwhile, the corruption scandal which began in Petrobras further engulfed 
politics, as a Senate whip and key PT member (the president’s party) was arrested for allegedly obstructing 
justice. Colombia was the regional laggard, with declines in the price of Brent crude impacting the local market 
and the peso, which depreciated 7.9% relative to the US dollar.  

Global bonds  

Policy forecasts for key central banks firmed again in November, with the clearer outlooks reflected in bond 
market movements. The Fed looks increasingly likely to raise the Fed funds rate in December, stating that “it 
may well become appropriate to initiate the normalization process at the next meeting”, notwithstanding any 
unanticipated shocks. The Bank of England meanwhile, referenced persistent concerns over China’s 
economic progress in striking a more dovish tone. The ECB reiterated its commitment to policy 
accommodation, with President Mario Draghi stating that ECB policymakers will “do what [they] must” to return 
inflation to target. 
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The 10-year Treasury yield rose following the Fed’s comments from 2.14% to 2.21%. Shorter dated yields 
rose more aggressively, leading to a flatter yield curve. The 10-year gilt yield fell from 1.92% to 1.83% and 
shorter dated gilts declined more modestly. In the eurozone, the 10-year Bund yield fell from 0.52% to 0.47%. 
Peripheral government yields also declined, with Italian and Spanish two-year yields dropping into negative 
territory.  
 
In corporate bond markets, the investment grade BofA Merrill Lynch Global Corporate Bond index returned 
0.1% (local currency), while the high yield equivalent index fell by -1.2%1. The weakness in global corporate 
bonds markets in November was due to weakness in US dollar credit. Euro and sterling corporate bonds – 
both high yield and investment grade – generated positive total returns in November. 
 
In emerging market debt, the JP Morgan EMBI Global Diversified index fell -0.1%. This is a ‘hard currency’ 
sovereign index, which tracks emerging market bonds traded in less volatile US dollars. The local currency JP 
Morgan GBI-EM Global Diversified Composite index fell -2.2%. In corporate bonds, the hard currency CEMBI 
Diversified Broad Composite fell -0.5%.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                 
1 Investment grade bonds are the highest quality bonds as determined by a credit ratings agency. High yield bonds are more speculative, 
with a credit rating below investment grade. 
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Overview: total returns (%) – to end of November 2015 
 1 month 12 months 
Equities  EUR USD GBP EUR USD GBP 
MSCI World  4.13 -0.45 2.14 17.84 -0.17 3.86 
MSCI World Value 3.78 -0.79 1.79 13.67 -3.71 0.18 
MSCI World Growth  4.47 -0.12 2.47 22.02 3.37 7.54 
MSCI World Smaller Companies  5.81 1.15 3.78 21.91 3.28 7.45 
MSCI Emerging Markets 0.53 -3.89 -1.40 -1.65 -16.68 -13.32 
MSCI AC Asia ex Japan 1.07 -3.38 -0.87 5.77 -10.39 -6.78 
S&P500 4.91 0.30 2.90 21.29 2.75 6.90 
MSCI EMU 2.98 -1.55 1.01 14.65 -2.88 1.04 
FTSE Europe ex UK 2.79 -1.73 0.82 13.69 -3.68 0.20 
FTSE All-Share  2.53 -1.98 0.57 14.19 -3.26 0.64 
TOPIX* 3.84 -0.72 1.85 29.75 9.92 14.36 

 
 1 month 12 months 
Government bonds  EUR USD GBP EUR USD GBP 
JPM GBI US All Mats 4.16 -0.42  2.16 19.55 1.28 5.36 
JPM GBI UK All Mats 3.14 -1.39 1.17 17.64 -0.34 3.68 
JPM GBI Japan All Mats** 2.36  -2.14 0.40 15.61 -2.06 1.89 
JPM GBI Germany All Mats 0.23 -4.18 -1.69 2.71 -12.99 -9.48 
Corporate bonds  EUR USD GBP EUR USD GBP 
BofA ML Global Broad Market Corporate 3.45 -1.10 1.47 13.15 -4.14 -0.27 
BofA ML US Corporate Master  4.37 -0.22 2.37 18.18 0.12 4.16 
BofA ML EMU Corporate ex T1 (5-10Y) 0.93 -3.51 -1.00 1.01 -14.43 -10.98 
BofA ML £ Non-Gilts  3.44 -1.11 1.46 16.55 -1.27 2.72 
Non-investment grade bonds  EUR USD GBP EUR USD GBP 
BofA ML Global High Yield  2.48 -2.03 0.52 12.98 -4.29 -0.42 
BofA ML Euro High Yield  0.60 -3.83 -1.33 2.73 -12.97 -9.46 

Source: DataStream. Local currency returns in November 2015: *1.42% **-0.03%. Past performance is not a guide to 
future performance and may not be repeated. The value of investments and the income from them may go down as well as 
up and investors may not get back the amounts originally invested. Exchange rate changes may cause the value of any 
overseas investments to rise or fall. 
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