
 

 

 Weekly market watch 1 

 

 

Weekly market watch  
 
As at Friday January 4, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  

Hong Kong  HSI  25,626.03 147.15 -0.85% -16.84% 
India  BSE 30 35,695.10 (381.62) -1.03% 5.08% 
Japan  Nikkei  19,561.96 (604.23) -2.26% -17.51% 
Singapore  STI  3,059.23 14.49 -0.31% -12.33% 
South Korea  KOSPI  2,010.25 (17.76) -1.51% -19.51% 
Taiwan  WSE 9,382.51 (96.48) -3.55% -13.76% 
Shanghai     COMPOSITE 2,514.87 16.57 0.84% -25.85% 
Europe 
France  CAC  4,737.12 138.51 0.14% -12.50% 
Germany  DAX  10,767.69 133.87 1.98% -18.23% 
Italy  FTSE MIB  18,831.79 767.17 2.77% -16.35% 
Russia  RTSI  1,118.03 64.86 4.87% -7.92% 
UK FTSE 100  6,837.42 252.74 1.62% -11.15% 
Americas 
Brazil  IBOV  91,840.79 6,704.69 4.50% 16.78% 
Mexico  IPC  42,455.13 1,037.28 1.96% -14.65% 
Nasdaq  CCMP  6,738.86 159.37 1.56% -4.79% 
US  S&P 500  2,531.94 43.11 1.00% -7.05% 
US   DOW  23,433.16 294.34 0.45% -6.55% 

 

Bonds 

  
Close 

Yield 
Week ago Month ago Year ago 

10 Year Gilt  1.2760 1.2690 1.2810 1.2340 
10 Year OAT 0.6990 0.7100 0.6670 0.7860 
10 Year Bund  0.2080 0.2420 0.2630 0.4340 
10 Year Japan -0.0380 0.0030 0.0740 0.0570 
10 Year Treasuries  2.6677 2.7182 2.9136 2.4525 

 Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  

US  5.50 5.00 4.50 

Canada  3.95 3.45 3.20 

Japan  1.48 1.48 1.48 

Britain  0.75 0.50 0.50 

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 

– US stocks made large gains on Friday on stronger-than-expected employment data and a reassurance from Federal 
Reserve Chairman Jerome Powell that the central bank would take a “patient” approach to future rate policy. The Friday 
rally more than offset losses earlier in the week on Apple’s surprise revenue downgrade and weak Chinese purchasing 
managers’ sentiment data, which increased worries about the outlook for the global economy.  The Dow Jones Industrial 
Average rose 3.29% on Friday, allowing the index to post a 1.61% gain for the week to close at 23,433.16.  The S&P 500 
index rose 3.43% on Friday and 1.86% on the week to 2,531.94. The Nasdaq rose 4.26% on Friday and 2.34% for the 
week to 6,738.86.  In December, US stocks had their worst month since February 2009 during the global financial crisis.  

– Chinese and U.S. trade negotiators will meet face-to-face in Beijing starting this Monday, the Chinese Ministry of 
Commerce confirmed Friday after several video conference calls produced progress. The U.S. delegation would be led 
by Deputy U.S. Trade Representative Jeffrey Gerrish, the Chinese ministry confirmed. The meeting of officials at the vice 
minister level indicates that talks have not reached sufficient progress to bring in the top negotiators – Vice Premier Liu 
He on the Chinese side and U.S. Trade Representative Robert Lighthizer and Treasury Secretary Steven Mnuchin for 
the U.S.  The U.S. has threatened to increase the tariff rate on $200 billion in Chinese imports to 25 per cent from 10 per 
cent if negotiators do not reach agreement on a range of disputed trade issues by March 1. Most analysts expect the 
deadline to be extended if there are signs of progress in the talks.  But tensions between the two remain high, with the 
U.S State Department warning American visitors to China that they could be prevented from leaving the country and 
could be held “for years.”  

– Much of the U.S. government remained shut over a budget dispute, with no resolution in sight. The newly installed House 
of Representatives, now controlled by the Democrats, quickly passed two bills, one with funding to reopen most 
government agencies, which the House and Senate previously agreed on, and a second for the Department of 
Homeland Security that does not include money for a Mexico border wall that President Donald Trump continues to insist 
on.  Republican leaders in the Senate, which that party controls, said they would not consider any bill that does not have 
Trump’s approval.  Trump has threatened to veto any funding bill that does not include money for the border wall.  The 
Treasury Department said Friday it will update in coming days its plan for income tax filing during the government 
shutdown, but didn’t say when it would begin accepting 2018 tax returns and whether it could issue tax refunds, 
potentially affecting consumer spending plans.  Funding for the Internal Revenue Service expired December 21.  

– Apple warned on Wednesday that fourth quarter revenues would be as much as 10% lower than expected, causing the 
company’s shares to post their largest fall in six years. Apple pointed in particular to weak sales in China due to the 
country’s slowing economy, raising concerns about the outlook for the global economy and prompting a broader sell-off 
in equities. 

– Drugmaker Bristol-Myers Squibb agreed to buy U.S. biotech firm Celgene for $90 billion in cash and stock, one of the 
largest pharmaceutical deals in history.  The combined firm would be leader in cancer and immunological disease 
treatments.  

– Verily, the life-sciences unit to Google parent Alphabet, has raised $1 billion in a new funding round from external 
sources, led by private equity firm Silver Lake and the Ontario Teachers’ Pension Plan, underscoring interest in how “big 
data” will impact the health care industry.  Verily specializes in analyzing vast amounts of data to try to predict and 
prevent diseases.  

– Chipmaker Qualcomm has deposited 1.34 billion euros with the German court on Thursday to implement a court-ordered 
ban on sales of certain Apple iPhones due to a patent dispute.  The court agreed with Qualcomm that certain features of 
older iPhones infringed on Qualcomm patents but said the ban could only take effect if the chipmaker posted a deposit to 
cover Apple’s potential losses if the ruling were overturned on appeal.  The German sales ban is the latest in a long-
running battle between the two tech giants over patent infringement claims, with China having banned sales of certain 
iPhone models late last year.  

– Delta Air Lines warned Thursday that its fourth quarter revenue would be lower than expected, sending airline stocks 
sharply lower as investors worried about the outlook for the industry this year.  Delta said revenues would rise 3% in the 
fourth quarter, below the previous 3.5% guidance and the company’s initial forecast for a 3-5% gain.  

– Agriculture commodity trader Cargill announced Wednesday a double-digit drop in quarterly profit, due in large part to the 
effect of U.S.-China trade tension. Cargill said adjusted operating earnings were $853 million in its second fiscal quarter 
ending November 30, down 10% from the year-earlier period, while net profit fell 20% to $741 million.   

– The stock price of electric automaker Tesla fell sharply Wednesday after the company announced price cuts across its 
entire product line, amid worries that demand for the still high-priced cars was waning as the US federal tax credit for 
buying an electric vehicle is phased out over the next year. Tesla announced that it had cut prices on its models by 
$2,000, a partial compensation for the federal tax credit being cut in half to $3,750 as of January 1. Tesla said it delivered 
90,700 vehicles in the fourth quarter, up 8% from the previous quarter and triple the level of a year earlier, but below the 
expectation for deliveries of 92,000.  
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– Shares in Amazon rose on Monday after the Wall Street Journal reported the company plans to expand the number of 
Whole Foods grocery stores in the U.S. this year.  Amazon would expand stores in suburbs where membership in its e-
commerce site is growing rapidly, allowing customers to use its Amazon Prime Now two-hour delivery service.  Amazon 
bought financially troubled Whole Foods for $13.7 billion in 2017.  

UK 

– The FTSE 100 rose a strong 2.16% on Friday, helped by strong U.S. employment data and supportive comments from 
Federal Reserve Chairman Powell.  Friday’s gain pulled the index up 1.54% for week to close at 6,837.42, after shares 
took a hit earlier in the week on Apple’s revenue announcement.  

– Budget airline Ryanair won approval of a license to operate in the UK in the event of a no-deal Brexit, the latest move by 
UK and European business to take precautions ahead of the UK’s planned exit from the European Union in March.  The 
airline urged the UK and the EU to agree a transition deal to prevent major disruptions in business.  

– Infrastructure construction firm Costain reported it had an order book of 4.2 billion pounds at the end of last year, a 
record, up from 3.9 billion pounds at the end of December 2017.  Shares in the company, one of the contractors on the 
delayed London Crossrail project, rose sharply Thursday on the news.   

– Norwegian oil firm DNO stepped up its hostile takeover bid for UK rival Faroe Petroleum on Thursday, raising its stake in 
the firm to over 30% through open market purchases.  Under UK law, that triggered a mandatory offer to buy all 
outstanding shares at its 152 pence per share takeover bid price.  Faroe’s shares rose on the news, with analysts saying 
the move indicated that DNO would not back off its takeover attempt as it tries to become a bigger player in the North 
Sea oil.  

– Four big U.S. banks warned their employees that commuting between London and European cities after Brexit was not a 
long-term option and that travel expenses would end within months of their jobs being transfer out of the UK, the 
Financial Times reported.  Financial institutions plan to move thousands of jobs out of London to cities in the European 
Union to ensure access to that market if there is a no-deal Brexit. Many employees had hoped to keep their families in 
the UK and commute to their jobs in the EU.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 2.81% on Friday, buoyed by U.S. data and the Fed’s promise of patience on 
interest rates, pushing the index up 2.18 % on the week to close at 1,355.55.   

– Norwegian stock exchange Oslo Bors has invited new takeover bids to compete with the 625 billion euro offer from Paris-
based exchange Euronext, which says it has secured majority ownership.  In December, Euronext won an auction 
organized by Oslo Bors’ largest shareholders for a large stake and bought a further five percent of shares on the market, 
pushing its potential holdings past the 50 percent. It also plans to make a tender offer for the remaining shares.  Oslo 
Bors says not all shareholders participated in the auction and that it simply wants to create an optimal solution for those 
shareholders.  

– A rescue of Banca Carige, Italy’s 10th largest bank, received a boost Friday, when the Malacalza family, the bank’s 
largest shareholder with a 27% stake, signaled its willingness to support a recapitalization plan.  The European Central 
Bank took control of Banca Carige on Tuesday after it missed a deadline to recapitalize or find a merger partner by the 
end of 2018.  The Malacalza family, which rejected a 400-million-euro recapitalization plan two weeks ago, said it would 
support a new effort if the bank’s management laid out details of its turn-around plan.   

– Volvo Group said Friday that it had set aside 7 billion Sweden krona ($780 million) to cover the potential costs of fixing 
the excess nitrogen dioxide gas levels in the exhausts of its trucks. The company revealed in October that an emission 
control component was wearing out faster than expected, resulting in nitrogen dioxide levels above the legal limit. The 
company’s shares are down 29% since the start of October because of worries about the cost of fixing the problem.  

Japan 

– Japan's Nikkei 225 Index fell 2.26% on Friday and 3.00% for the week to 19,561.96, reacting to the sharp drop on Wall 
Street on Wednesday and Thursday. The index rose back above 20,000 on Thursday after falling below the key 
psychological level for the first three trading days of the week.  

– The revised Trans-Pacific Partnership trade agreement when into effect December 30, creating a free trade bloc that 
accounts for 13% of the world’s economy.  Japan and 10 other nations are members, but the United States dropped out 
of the agreement when Donald Trump became president.  

– Former Nissan chief executive Carlos Ghosn will appear in Tokyo court on Thursday to demand justification for his 
continued detention.  Ghosn was first arrest in November on charges of underreporting his income for tax purposes.  The 
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initial detention period was due to expire on December 23, but Ghosn was re-arrested on charges of causing financial 
losses at Nissan. The second detention period is due to end on January 11.  

– Major retailer Aeon Co. said Tuesday that it will end its comprehensive business partnership with trading company 
Mitsubishi Corp. at the end of February this year. Mitsubishi, which become Aeon’s largest shareholder with a stake of 
about 5%, told the retailer it wanted to sell part of its holdings. Aeon then decided to end dissolve the partnership.  The 
Aeon-Mitsubishi partnership on merchandise procurement and store management began in 2008.  

Asia-Pacific (ex. Japan) 

– Mainland China China's Shanghai Composite rose 2.05% on Friday and 0.84% for the week to 2,514.87, buoyed by 
news that Chinese and U.S. trade negotiators would meet on Monday in Beijing, the first face-to-face talks since Chinese 
President Xi Jinping and U.S. President Donald Trump agreed to a trade truce on December 1.  The market had fallen 
earlier in the week on data showing the Chinese manufacturing sector activity contracted in December.  

– Hong Kong's Hang Seng index rose 2.24% on Friday and 0.48% for the week to 25,626.03, as hopes that trade talks this 
week would help resolve the China-U.S. trade tension offset growing concerns about the outlook for the Chinese 
economy.   

– Taiwan's Taiex index fell 1.16% on Friday and 3.55% for the week to end at 9,382.51, as Apple’s revenue cut 
announcement continued to affect Taiwanese suppliers.  

– South Korea's Kospi rose 0.83% on Friday on hopes for China-U.S. trade talks but fell 1.51% for the week to close at 
2,010.25, on continued worries about the impact of the trade tension and slower global growth on the South Korean 
economy. South Korean exports fell 1% in December from a year earlier, well below expectations and reinforcing 
concerns about the outlook for the global economy. Hyundai warned that its 2019 auto sales growth would be slow again, 
while Samsung shares took a hit from Apple’s revenue warning on Wednesday.  

– Singapore Straits Times Index rose 1.54% on Friday, allowing the market to post a 0.19% gain for the week to close at 
3,053.43, on hopes for China-U.S. trade talks. The Singapore economy grew by 3.3% in 2018, expanding more than 3% 
for the second straight year, Prime Minister Lee Hsien Loong said in his New Year’s address on Monday, forecasting a 
broad growth range of between 1.5% and 3.5% this year amid “major uncertainties”  

Emerging Markets  

– Brazil's Bovispa rose 0.30% on Friday and 4.50% on the week to 91,840.80, as the market generally cheered the policy 
plans of new President Jair Bolsonaro.   

– Mexico's IPC rose 0.98% on Friday and 2.40% on the week to 42,455.13, as the market reacted to the strong U.S. 
employment data and the promise by Federal Reserve Chairman Powell’s vow to be patient on rate increases.   

– India's BSE 30 rose 0.51% on Friday but fell 1.06% for the week to 35,695.10, as the market reacted to the drop in global 
stock markets following the Apple revenue warning and ahead third quarter earnings reports that will start this week.  

– Russia's RSTI rose 2.87% on Friday, as oil prices, Russia’s largest export, rose sharply. The index rose 4.87% on the 
week to close at 1,118.03 as oil prices rose on the week. 

Alternative Assets 

– Oil prices rose sharply Friday, posting their first weekly gain in a month, as strong U.S. employment data and hopes for 
U.S.-China trade talks calmed concerns about the outlook for growth and demand for oil. In addition, U.S. Energy 
Information Agency data showed U.S. oil stocks were barely changed during the latest week. February West Texas 
Intermediate (WTI) crude rose 1.9% Friday and 5.8% for the week to $47.96 per barrel. February Brent crude on 
London’s ICE Futures Exchange closed the trading period at $57.06 a barrel, up 2.0% on Friday and 7.2% on the week.  
WTI prices fell 24.8% in 2018 while Brent prices dropped 19.5%.  

– Gold futures fell sharply on Friday, as stronger-than-expected U.S. employment data alleviated concerns about the 
growth outlook. February gold futures fell 0.7% on Friday to close at $1,285.80 per troy ounce after having risen to a 
more than six month high on Thursday. Futures were still up 0.2% on the week.  
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Fixed Income 

US 

– The yield on benchmark 10-year Treasuries fell to 2.6677% last Friday from 2.7182% at the end of the previous week, as 
stock market turbulence and worries about the economic outlook pushed investors to buy bonds. Treasury yields fell 
back to where they were in January.  

– Federal Reserve Chairman Jay Powell said Friday the central bank would be patient in light of muted inflation and 
conflicting signals from financial markets and economic data, suggesting the FOMC is not contemplating any immediate 
interest rate change. Markets have lurched from expecting a couple of rate hikes this year to a rate cut in recent weeks 
as stocks fell and concerns mounted over global growth. The FOMC in December said it still projected two rate increases 
this year as labor markets were set to remain tight and inflation to hover around 2%, but markets were significantly more 
pessimistic. "With the muted inflation readings that we've seen coming in, we will be patient as we watch to see how the 
economy evolves," Powell told a conference in Atlanta. The Fed is "listening carefully" to markets, which, in conflict with 
strong economic data, are signaling downside risks. "When you get conflicting signals, policy is very much about risk 
management." The balance sheet reduction program, currently operating on autopilot, has "served the economy well," 
but the Fed "wouldn't hesitate" to change the policy if it deemed the plan to be interfering with the Fed's goals. The 
monthly caps on reinvestment are "not that big" compared to Treasuries issuance so far. Hard data suggests "ongoing 
momentum" in the economy. The December jobs report, showing 312,000 new jobs created, was "very strong," while the 
0.4% advance in average hourly earnings "does not raise concerns about too-high inflation." The latest ISM 
Manufacturing index, though well below expectations and "worth keeping an eye on," is consistent with ongoing growth. 
"We have unemployment under 4% for nine months now, and we have inflation under control, and I think that's a pretty 
good outcome." There are signs of a growth slowdown in China, but Chinese authorities are responding, and Powell 
expects China and other emerging market economies to continue to post "still solid growth" this year. 

– The December employment report was stronger than expected, with nonfarm payrolls up 312,000 compared with the 
180,000-increase expected by analysts, combined with a net 58,000 upward revision in the previous two months, data 
released by the Bureau of Labor Statistics Friday showed. Additionally, the unemployment rate rose to 3.9% from 3.7% 
in November with gains in household employed and gains in household unemployed, while hourly earnings were up 
0.4%, above than the 0.3% gain expected, raising the year/year rate to 3.2%. Analysts had expected the unemployment 
rate to stay at 3.7% in December. The labor force participation rate rose to 63.1% from 62.9%. Average hourly earnings 
rose 0.4% in December after an unrevised 0.2% gain in November. Hourly earnings now stand at 3.2%, above its year 
ago level of 3.1% in November. Even at its current year/year rate, wage growth is still lagging behind levels usually seen 
with this tight of a labor market. The overall average workweek rose to 34.5 hours from 34.4 hours in the previous month. 
The combination of payroll, earnings and hours worked should be positive factors for personal income growth in 
December. 

– Due to the continued partial US government shutdown, data to be released by the US Department of Commerce will be 
delayed until the shutdown ends, and in some cases will be postponed even longer if the data was in the process of 
being collected when the shutdown began. These include data from the Census Bureau and the Bureau of Economic 
Analysis. Commerce will release an updated schedule after the Department's funding is renewed. The following releases 
have been or likely will be affected: December 27 New Home Sales; December 28 Advance Trade and Inventories; 
January 3 Construction Spending; January 7 Factory Orders; January 8 Trade Balance; January 10 Wholesale Inventory 
and Sales. 

UK 

– The yield on 10-year Gilts rose to 1.2760% at the end of last week from 1.2690% the week before.   
– The UK CIPS/IHS Markit manufacturing sector PMI rose six points to 54.2 in December, after November reversed the 

bulk of October's decline. Despite this, the average PMI reading during the fourth quarter was the weakest since Q3 
2016, the first quarterly survey conducted after the EU referendum. The PMI continues to signal weak manufacturing 
activity, with a rise in new business and a solid increase in stock holdings to the second-highest level on record in the 
survey -- a direct product of Brexit preparations. Output increased at a slower pace than during November. "December 
saw the UK PMI rise to a six-month high, following short term boosts to inventory holdings and inflow of new business as 
companies stepped up their preparations for a potentially disruptive Brexit," said Rob Dobson, Director at IHS Markit. 
Dobson also said that any positive impact from the reading is likely to be "short-lived, however, as gains in the near-term 
are reversed in 2019 when safety stocks are eroded or become obsolete." 

– The UK CIPS/IHS Markit construction sector PMI nudged down to 52.8 in December from 53.4 in November and below 
the MNI survey median of 52.9, a report published Thursday showed.  Construction activity ended 2018 in subdued 
fashion with business activity easing to a three-month low. The reading of 52.8 was also the lowest since September. 
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However, it was the ninth month in a row the headline index remained above the neutral 50-mark. Against the backdrop 
of Brexit uncertainty, business optimism towards the year ahead still managed to pick up in December. The degree of 
confidence was the highest since last April and significantly above the near six-year low witnessed in October. Anecdotal 
evidence pointed to hopes of growth from work on big-ticket transport and energy infrastructure projects in 2019. UK 
house prices fell in December, with annual growth slowing to the lowest level in almost 6 years, the latest Nationwide 
House Price Index showed. 

– UK house prices fell in December, with annual growth slowing to the lowest level in almost six years, the latest 
Nationwide House Price Index showed. On month, the Index fell 0.7% in December, below the 0.4% gain seen in 
November. The annual rate was 0.5%, well below the 1.9% seen in November -- and below the 1.6% seen in October, 
then a 5-year low. Annual house prices in the Nationwide series had registered gains between 2-3% since May 2017 but 
dipped below with the October data and now slipped nearer negative territory. "This marks a noticeable slowdown from 
previous months, where prices had been rising at a circa 2% pace. However, it is broadly in line with our expectations 
(since the start of the year we had been anticipating a price rise of circa 1% in 2018)," said Nationwide's Chief Economist 
Robert Gardner. 

– UK shop prices rose 0.3% y/y in December, with the pace accelerating from 0.1% in November, marking the fourth 
month of shop price inflation in of the last five. The rate was also the highest since April 2013, data from the British Retail 
Consortium (BRC) shows.  On a monthly basis, the BRC Shop Price Index (SPI) was down 0.1%, compared to a rise of 
0.1% in November. Food price inflation dropped to 1.5% in December, down from 1.6% in November. The rate of non-
food deflation decelerated to its lowest rate since March 2013 in December. Non-food deflation was down to -0.4% from -
0.8% in November.  

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to the lowest level since April 2017, with the yield falling to 0.2080% last 
Friday from 0.2420% on Friday the previous week as demand for bonds remained strong on renewed worries about the 
European and global economic outlooks.  

– The final Eurozone Composite Purchasing Managers’ Index for December was revised down to 51.1 from 51.3 in the 
flash report and was further below November’s reading of 52.7. Manufacturing PMI fell to 51.4 from 51.8 in November, 
the slowest rate of expansion since February 2016, while service sector PMI dropped sharply to 51.2 from 53.4 in 
November, the weakest in more than four years. The data point to the weakest rate of expansion in private-sector activity 
since November 2014.  

– The annual Eurozone consumer inflation rate eased to 1.6% in December from 1.9% in November, due entirely to lower 
costs for energy and food, alcohol and tobacco.  The market had expected the rate to drop only to 1.8%. The annual core 
inflation rate – excluding those products – was stable at 1.0% in December.  

– Eurozone loan growth accelerated to 3.3% in November from 3.2% in October, the European Central Bank reported 
Thursday, in line with market expectations.  M3 money supply grew 3.7% compared a year earlier, down from 3.9% in 
October and below market expectations for a 3.8% rate.   

Japan  

– The yield on 10-year Japanese Government Bonds fell Friday to the lowest level since late 2016, dropping to -0.0380%  
from 0.0030% the previous week on stock market turbulence and worries about the economic outlook.   

– No major economic data was released last week.  

Source: Market News International 
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