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Weekly market watch  
 
As at Friday February 7, 2020 

Equities 

Region  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  

Hong Kong  HSI  27,404.27 1,091.64 -2.79% -1.94% 
India  BSE 30 41,141.85 1,406.32 -0.27% 12.57% 
Japan  Nikkei  23,827.98 622.80 0.72% 17.19% 
Singapore  STI  3,181.48 27.75 -1.28% -0.64% 
South Korea  KOSPI  2,211.95 92.94 0.65% 1.60% 
Taiwan  WSE 11,612.81 117.71 -3.20% 16.92% 
Shanghai     COMPOSITE 2,875.96 (100.56) -5.71% 9.84% 
Europe 
France  CAC  6,029.75 223.41 0.86% 20.94% 
Germany  DAX  13,513.81 531.84 2.00% 22.61% 
Italy  FTSE MIB  24,478.32 1,241.29 4.13% 25.67% 
Russia  RTSI  1,518.23 1.16 -1.98% 26.50% 
UK FTSE 100  7,466.70 180.69 -1.00% 5.26% 
Americas 
Brazil  IBOV  113,770.30 9.73 -1.62% 20.51% 
Mexico  IPC  44,399.33 (463.43) 1.97% 1.78% 
Nasdaq  CCMP  9,520.51 369.58 6.11% 30.63% 
US  S&P 500  3,327.71 102.19 3.00% 22.97% 
US   DOW  29,102.51 846.48 1.98% 15.63% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.5700 0.5240 0.7920 1.1770 
10 Year OAT -0.1360 -0.1750 0.0170 0.5510 
10 Year Bund  -0.3860 -0.4340 -0.2850 0.1150 
10 Year Japan -0.0380 -0.0660 -0.0050 -0.0080 
10 Year Treasuries  1.5800 1.5068 1.8177 2.6572 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  

US  4.75 5.50 5.50 
Canada  3.95 3.95 3.95 
Japan  1.48 1.48 1.48 
Britain  0.75 0.75 0.75 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 0.75 1.00 1.50 
Hong Kong  5.38 5.38 5.38 

% change is for indication only; local currency except where stated. 
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Equity Markets 
US 
– All three major U.S. stock indexes fell on Friday on renewed worries about the economic impact of the coronavirus 

outbreak in China, after posting record highs on Thursday. Still, the indexes posted their best weekly performances in 
months on optimism about the U.S. outlook. Stocks dropped Friday despite better-than-expected U.S. employment data. 
The Dow fell 0.94% on Friday but rose 3.00% for the week to close at 29,102.51.  The S&P index fell 0.54% on Friday 
but rose 3.17% for the week to 3,327.71. The Nasdaq Composite fell 0.54% on Friday but rose 4.04% for the week, with 
the index closing at 9,520.51.  

– The Chinese coronavirus outbreak continued to expand last week. The number of new infections in China decreased on 
Wednesday and again on Thursday, raising hopes that the number of cases would soon peak. However, the number 
increased again on Friday. The vast majority of cases and nearly all the deaths have been in Hubei province, where 
Wuhan, the epicenter of the epidemic, is located.  The number of cases in other parts of China and worldwide continued 
to grow, with cases reported in at least 24 countries. Speculation that a successful treatment for the disease was near at 
hand was played down by the World Health Organization (WHO) on Wednesday.  The overall number of cases in 
mainland China rose to 34,546 as of Saturday morning, up from 12,000 a week earlier. The number of cases worldwide 
rose to 34,872, with 724 deaths, all but two in mainland China.   

– Reactions to the coronavirus epidemic also expanded last week.  More countries banned or required the quarantine of 
foreigners entering from or who had recently visited China, a movement that Beijing sharply criticized as an overreaction. 
Most major airlines stopped all flights to and from China, including Hong Kong and Macau. Hong Kong closed 16 of its 19 
border crossings with the mainland and ordered a 14-day quarantine of all visitors from the mainland.  Macao closed all 
its casinos.  Some jurisdictions in China ordered businesses to stay closed until at least Feb. 17 to stop the spread of the 
virus. Hyundai idled its car manufacturing plants in South Korea because of lack of parts manufactured in China. Fiat 
Chrysler said it was close to shutting down one of its European plants for the same reason. Concerns about the 
economic impact of the virus outbreak on the Chinese economy grew, with warnings that many small businesses could 
not survive for more than a few months without new revenues.  Larger firms worried that workers, fearing infection and 
unable to return to work due to travel bans in some areas, would mean that they would be unstaffed in the near term, 
hampering production. Economists revised down their forecasts for both first quarter and full-year growth, but predicted a 
sharp rebound in activity after the outbreak ends as businesses make up for lost time. The Federal Reserve said Friday 
in a report to Congress that “possible spillovers” from the coronavirus outbreak in China “have presented a new risk to 
the outlook” for the U.S. and global economies. More than two dozen major trade fair and conferences in Asia in coming 
months have been cancelled because of the outbreak.  

– The U.S. Senate voted on Wednesday to acquit U.S. President Donald Trump on two counts of impeachment. The vote 
was as expected, given that Trump’s Republican Party controlled the Senate, making it virtually impossible to achieve 
the two-thirds majority needed to remove Trump from office. However, the impeachment issue is likely to become a 
major focus of the campaign for this November’s presidential election.  

– Chinese President Xi Jinping told Trump in a phone call on Friday that China would meet its commitment to purchase 
$200 billion in additional U.S. goods over the next two years as agreed in the phase one trade deal signed in January, 
despite the adverse economic impact of the coronavirus. “Xi apparently reassured President Trump in this phone call that 
while there might be some delays in the purchase of American exports, the markers of $200 billion over the next couple 
of years will in fact be met,” White House economic advisor Larry Kudlow told Bloomberg Television in an interview 
Friday. China has not formally asked for any exceptions in the purchasing targets due to virus outbreak, but U.S. and 
Chinese officials continue to talk, Kudlow said.  On Thursday, China announced that it would halve from next week the 
additional tariffs on $75 billion of American imports imposed last September, in a sign it is abiding by the spirit of the 
phase one trade deal. Beijing will cut a 10% punitive target on certain products to 5% and a 5% levy on other products to 
2.5%. China imposed the tariffs in September in retaliation for a new 15% U.S. tariff on certain Chinese imports.  As part 
of the trade deal, the U.S. cut the September tariffs in half to 7.5% and both the U.S. and China agreed not to implement 
additional tariffs that were due to go into effect on December 15.  

– U.S. Attorney General William Barr suggested Thursday that the U.S. government – either by itself or in a consortium 
with private companies -- buy controlling stakes in European telecommunications companies Ericsson and Nokia to help 
them become stronger competitors to China’s Huawei, which Washington sees as a national security threat.  The U.S. 
has been urging allies not to install Huawei technology in its 5G networks, but companies have pushed back because of 
the price and quality of the Huawei offerings. Barr’s comments came after UK Prime Minister Boris Johnson decided to 
allow UK telecom companies to use Huawei products in the non-core portions of their 5G networks.  
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– Ride hailing company Uber on Friday announced that it posted a $1.1 billion loss in the fourth quarter, up 24% from the 
same period a year earlier, on continued heavy spending on expanding Uber Eats, its food delivery service, and on 
development of a driverless car. The loss of 64 cents per share was below analysts’ expectations for a loss of 67 cents. 
However, revenues rose to $4.1 billion in the fourth quarter, up 37% from a year earlier, prompting company CEO Dara 
Khosrowhsahi to predict the company would turn profitable in the fourth quarter this year. That was sooner than previous 
guidance that the company would be profitable for the full-year 2021. The company’s stock rose 5% on the news.  

– Ford reported Tuesday that it lost $1.7 billion in the fourth quarter, including a special charge of $2.2 billion on pensions. 
Revenues were $39.7 billion, down 5% compared to the year-earlier period. The loss came despite the company’s $11 
billion restructuring program. The company projected adjusted earnings of 94 cents per share this year, well below 
expectations for $1.26 a share. The weaker earnings forecast comes even before accounting for the impact of the 
coronavirus in China, its second largest market.  The company’s share price fell nearly 10% on Tuesday on the news.  
The worse-than-expected results caused the company to announce a management shakeup. Business and technology 
chief Jim Farley was promoted to chief operating officer. Farley told the Financial Times that the company was prepared 
to airlift parts out of China to supply its factories around the world, if necessary, given the impact of the coronavirus 
outbreak on normal Chinese transportation channels. But the larger risk to the company was the shutdown of the 
domestic Chinese car market, the largest and most profitable in the world, he said.  

– The stock price for mattress maker Casper fell below its initial public offering price on its second day of trading on Friday, 
another cautionary tale of investors’ apprehension about loss-making startups without a clear path to profitability.  The 
company’s stock price closed at $11.05 per share on Friday, below the IPO price of $12 and more than wiping out the 
12.5% gain achieved on its first day of trading on Thursday. The company had already discounted its IPO price from the 
$17 to $19 per share range it floated in January due to lukewarm investor interest.  Friday’s closing price gave the 
company a market value of $437 million, less than half the $1.1 billion valuation in its last private funding round last year.  

– Boeing could achieve a “significant milestone” in bringing its troubled 737 Max aircraft back into service by making a 
certification flight within the next few weeks, Stephen Dickson, the head of the U.S. Federal Aviation Administration said 
Thursday.  Dickson played down reports of another glitch with the plane’s software, saying adjustments could be made to 
fix a faulty cockpit warning light. The 737 Max has been grounded since last March after two crashes in five months killed 
346.  Boeing estimated that the grounding of its most popular plane will cost it $18.6 billion.  

– Twitter’s fourth quarter revenue rose above $1 billion for the first time, as its daily user numbers rose more than 20%, the 
company announced Thursday. Revenues rose to $1.01 billion, up 11% from the year-earlier period, though net income 
dropped 12% to $119 million as costs rose 22% this year and last year’s total was boosted by a one-off tax benefit.  But 
the number of daily active users rose 21% to 152 million in the quarter. The company’s stock price rose 15% on the 
news.  

– Shares in Biogen rose sharply on Wednesday after the U.S. biotech company won a patent lawsuit with generic 
drugmaker Mylan. Biogen warded off Mylan’s efforts to take some of the market for Tecfidera, Biogen’s best-selling 
multiple sclerosis medication.  The drug brought in $4.4 billion last year, 30% of Biogen’s total revenues.   

– U.S. retailer Macy’s announced Wednesday that it would close 125 of its stores and lay off 2,000 corporate employees 
nationwide as it struggles to counter the advance of e-commerce. The store closures are 20% of the company’s total 
retail locations and accounted for $1.4 billion in sales last year. It did not disclose how many retail jobs would be lost in 
the closures.  
 

UK

– The FTSE 100 fell 0.51% on Friday on worries about the impact of the coronavirus on the economy. But the trade-heavy 
index rose 2.48% for the week to 7,466.70 on optimism about the economic outlook post Brexit. 

– UK Prime Minister Boris Johnson and chief European Union negotiator Michel Barnier clashed this week at the start of 
negotiations on a new deal to govern bilateral trade post Brexit.  On Monday, Barnier said that the EU would offer a 
“highly ambitious” trade deal if the UK agreed to ‘robust commitments” to prevent unfair competition. Minutes later, 
Johnson rejected the EU offer, saying the UK would be willing to go ahead with the much more restrictive trade 
arrangement like that between Australia and the EU. Australia does not have a trade agreement with the EU and so 
faces higher tariffs and barriers based on World Trade Organization rules. The initial war of words may just be opening 
positions in the negotiations, which will face the difficult task of meeting Johnson’s goal of reaching an agreement by the 
end of the year. The EU believes that deadline is impossible to meet, noting that negotiations on a free trade agreement 
with Canada took more than half a decade to complete. The UK negotiating position rejects the idea of aligning UK rules 
and standards with those of the EU, as the EU is insisting.  This appears to be a major stumbling block to an agreement. 
UK and EU businesses continued to express concern about a long list of logistical issues – from barriers to truck traffic 
across the border to a shortage of EU-compliant wooden pallets for shipping -- for the relationship after the end of this 
year.   

– Luxury clothing maker Burberry warned Friday that the impact of the coronavirus in China on its sales would be more 
significant that the impact of the anti-government protests in Hong Kong that cut sales in the city by half in the last fiscal 
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quarter.  Burberry, about 40% of whose sales come from China, said 24 of its 64 stores on the mainland were closed and 
others were staying open fewer hours because customer traffic at the stores that remained open was down by 80%.  The 
company said it was too early to estimate the extent of the impact on its financial results, but that it would issue a 
statement in mid-April. The company’s shares fell on the announcement.  

– Smart meter company Calisen Group successfully listed on the London Stock Exchange on Friday, with its 1.3 billion 
pound valuation making it the largest IPO in Europe so far this year. Calisen, backed by U.S. private equity firm KKR, 
raised 328.8 million pounds at a price of 240 pence per share, just below the mid-point of its guidance price range. The 
listing was the largest since Trainline’s 1.1 billion pound debut in June last year. The success of the listing raises hopes 
that the end of uncertainty about Brexit will help revive the London IPO market.  

Europe (ex. UK)  

– On the continent, the Eurofirst 300 fell 0.25% on Friday, pushed down by weak earnings reports and renewed concerns 
about the coronavirus. But the index rose 3.30% on the week to 1,657.49, its best week in more than a year, on hopes 
early in the week that the region’s economy might be bottoming out.  

– Fiat-Chrysler’s profit rose 7% in the fourth quarter compared to a year earlier, supported by stronger sales in North and 
South America. Adjusted earnings rose to 2.12 billion euros in the fourth quarter, in line with analysts’ expectations. CEO 
Michael Manley warned that the effects of the coronavirus outbreak in China could affect production at one of the 
company’s production plants in Europe in the next two to four weeks, but did not disclose which factory.  The company is 
planning to merge with French automaker PSA this year.  

– The management of Swiss banking giant Credit Suisse was thrown into question on Friday after the bank’s board ousted 
chief executive Tidjane Thiam over a scandal involving spying on two former employees.  The board’s move came after a 
prolonged struggle with US and UK investors who wanted the bank to fire chairman Urs Rohner instead.  Rohner told the 
Financial Times that the board was forced to act to protect the bank’s reputation after it emerged in December that there 
had been a second spying operation, in which the bank investigated its former head of human resources who left to join 
rival UBS.  Earlier last year, it emerged that the bank had hired a private investigator to follow the bank’s former head of 
wealth management, who was viewed by many as a top candidate to be the next CEO. Thiam has denied he knew 
anything about the spying operations.  

Japan 

– The Nikkei 225 index fell 0.19% on Friday on profit-taking after the market posted its largest one-day gain in more than a 
year on Thursday on news that China was cutting tariffs on some U.S. imports. Still, the index rose 2.68% on the week to 
23,827.98 on hopes for a moderation of the impact of the virus on the Chinese and Asian economies.  

– Activist investment fund Elliott Management has raised its stake in SoftBank Group Corp. to about $3 billion and is 
pushing for changes to boost the company’s profitability, including a share buyback scheme, Reuters reported Friday. 
SoftBank, known for the high profile tech investments of its flagship Vision Fund, has been under heavy scrutiny in recent 
months due to a series of failed investments in startup companies, including the aborted IPO attempt by shared office 
company WeWork.  Investors are unhappy that the company’s market capitalization, at about $95 billion on Friday, is 
well below the value of its investments – including stakes in Alibaba, Sprint and its own Japanese mobile telecom 
business – estimated at over $200 billion. SoftBank shares rose 7% on the news.  

– Toyota Motor Corp. reported Thursday that its net profit rose to 2.0 trillion yen in the first nine months of fiscal 2019 
ending in March, up 41% from the same period a year earlier as cost-cutting efforts paid off.  Revenues rose 1.6% to 
22.8 trillion yen. The carmaker raised its full-year net profit forecast to 2.35 trillion yen, up from the previous 2.15 trillion 
yen projection. It remains unclear how the impact of the coronavirus outbreak in China would affect this projection.  

– Toyota announced Friday that it will delay the resumption of production at its four vehicle assembly factories in China 
until at least Feb. 17. The move was made after examining the impact of the coronavirus outbreak on its Chinese supply 
chain and distribution network, the company said. Honda said Friday there would be no major impact on its earnings if it 
can reopen its three production plants in Wuhan, the epicenter of the virus outbreak, by Friday, February 14, as currently 
planned. It also said it did not expect any major disruption in its supply chain due to the virus outbreak, with four other 
plants expected to resume operations on Monday, Feb. 10.  

– Sony Corp. on Tuesday upgraded its earnings outlook for fiscal 2019 ending in March due to strong sales of 
semiconductors used in smartphone cameras. The company now expects fiscal year sales of 8.5 trillion yen, up from its 
previous estimate of 8.4 trillion yen. Net profit is now seen at 590 billion yen, up from the 540 billion yen it projected in 
October.  
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Asia-Pacific (ex. Japan)  

– China’s Shanghai Composite Index rose 0.33% on Friday to 2,875.96 after the Chinese central bank said it was 
preparing policies to support the economy, but still fell 3.38% in the first week of trading after the extended Lunar New 
Year holiday on worries about the impact of the coronavirus outbreak on the domestic economy. The weekly drop was 
the largest in nine months.  

– Hong Kong's Hang Seng index fell 0.33% on Friday to 27,404.27 on declines in airline stocks and worries about hoarding 
in the city. But the index still rose 4.15% on the week, its best showing since December, on hopes for Chinese 
government support for the mainland economy.    

– Taiwan's Taiex fell 1.16% on Friday on renewed coronavirus fears but rose 1.02% to 11,612.81 for the week on hopes 
that Chinese government support for the mainland economy would aid Taiwanese firms doing business there.  

– South Korea's Kospi fell 0.72% on Friday to 2,211.95, but rose 4.39% on the week on rising optimism for a near-term end 
of the coronavirus outbreak.  

– The Singapore Straits Times Index fell 1.55% on Friday to 3,181.48 after DBS sharply cut its growth forecast for the city-
state this year due to the impact of the coronavirus on its trade with China.  The index still rose 0.88% on the week in line 
with other Asian markets.       

Emerging Markets  

– Brazil's Bovespa fell 1.23% on Friday, as concerns about the economic impact of China’s coronavirus weighed on 
exporters, particularly iron ore giant Vale, wiping out all but 0.01% of the week’s gain, closing at 113,770.29.  On 
Wednesday, the central bank cut its official interest rate to a record low, as expected, but signaled that the rate cut cycle 
was over for now.  

– Mexico's IPC fell 0.21% on Friday in sympathy with Wall Street fears on the coronavirus impact. But the index still rose 
0.66% on the week to close at 44,399.33.   

– India's BSE 30 fell 0.40% on Friday to 41,141.85 on renewed concerns about the coronavirus, but still rose 1.03% on the 
week, the biggest weekly gain since December.   

– Russia's RSTI fell 1.30% on Friday on renewed concerns about the impact of the coronavirus on demand for oil, Russia’s 
largest export. The index still rose 0.08% on the week to 1,518.23.  

Alternative Assets 

– Oil futures prices fell again on Friday and for the fifth week in a row on concern that the spread of the coronavirus would 
hit the world economy and so reduce demand for oil.  March West Texas Intermediate (WTI) crude fell 1.2% on Friday to 
$50.32 per barrel and was down 2.4% on the week.  The April Brent crude contract on London’s ICE Futures Exchange 
closed the trading period at $54.47 a barrel, down 0.8% on Friday and 3.8% on the week.  

– Gold futures prices rebounded Friday after initial losses on better-than-expected U.S. payroll data, on concerns about the 
global impact of the coronavirus outbreak.  April gold futures rose to $1,573.40 per ounce at the close Friday, up 0.2% 
from Thursday but down 0.9% on the week on optimism about the U.S. economic outlook.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 1.5800% on Friday from 1.5068% a week earlier, as investors 
switched to riskier investments on rising optimism about the economic outlook.   

– The Federal Reserve deems the current level of interest rates appropriate amid a strengthening U.S. labor market, 
rising inflation and signs of a stabilizing global outlook, though possible spillovers from the effects of the coronavirus 
outbreak in China have presented a new risk to the outlook, the central bank said Friday in its semiannual report to 
Congress. The Fed also reiterated that its repo operations and Treasury bill purchases since October that have 
pumped up its balance sheet to $4.1 trillion from $3.8 trillion in July are "purely technical measures" to support the 
effective implementation of monetary policy and not intended to change the stance of monetary policy. "Downside 
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risks to the U.S. outlook seem to have receded in the latter part of the year, as the conflicts over trade policy 
diminished somewhat, economic growth abroad showed signs of stabilizing, and financial conditions eased," the Fed 
said. "The recent emergence of the coronavirus, however, could lead to disruptions in China that spill over to the rest 
of the global economy." 

– U.S. nonfarm payrolls increased by a strong 225,000 in January, well above market expectations for a 163,000 
increase, the Bureau of Labor Statistics said Friday. Unemployment rose slightly to 3.6% as labor force participation 
rose. Jobs gains for November and December were also revised higher by 5,000 and 2,000, respectively. The annual 
benchmark revisions to the jobs report came with only minor shifts in the historical data, cutting payrolls growth by 
12,000 for all of 2019 and resulting in "negligible" changes to the unemployment rate for the year, BLS said.  Total 
private payrolls grew by 206,000 in January, beating expectations for 150,000. Private services saw the most growth 
(+174,000) with notable job gains in construction (+44,000), healthcare (+36,000), and transportation and 
warehousing (+28,300). Unseasonably warm temperatures this January may have contributed to the growth in 
construction jobs. Manufacturing payrolls contracted by 12,000 in January, a steeper drop than December's 5,000 
decrease. The higher rate of contraction in US manufacturing jobs comes despite an improved manufacturing outlook 
seen in January's ISM Manufacturing Index and despite an improving outlook for international trade following the 
resolution of Phase One deal with China. Government payrolls for January also jumped by 19,000 from December's 
5,000. Average hourly earnings for January grew by 0.2%, slightly below market expectations of a 0.3% increase 
though still up from December's 0.1% gain. Earnings are up 3.1% from a year earlier. The length of the average work 
week remained flat at 34.3 hours as expected. The labor force participation rate also rose by 0.2 percentage point 
to 63.4%. 

– U.S. factory optimism that turned positive for the first time in six months will be challenged by the coronavirus 
outbreak, the ISM's survey head said Monday. The "Phase One" trade agreement between the U.S. and China 
offered a reprieve for manufacturers who felt the brunt of the tariff fight, but uncertainty linked to coronavirus outbreak 
could erode some of the deal's benefits over the longer term, Timothy Fiore said. The ISM manufacturing index rose 
to 50.9 in January, the first move above 50 and into expansionary territory since July. The previous reading of 47.8 
was the lowest since the 2009 financial crisis. The growth outlook improved among respondents in January's survey 
following the signing of the trade pact, with only one negative comment for every 2.4 positive comments. The 
coronavirus outbreak wasn't captured in the ISM's January survey period and it will likely have a "strong impact" on 
February's report, he said. "Probably a lot of it is going to get washed away from the supply chain disruptions from 
the Coronavirus and the significant pace at which it's expanding around the globe and across China," he said. Supply 
managers will likely rush to reroute supply chains away from China, according to Fiore. 

UK 

– The yield on 10-year Gilts rose to 0.5700% at the end of last week from 0.5240% the week before, as investors sold bonds 
on optimism about the outlook for the economy.  

– The National Institute of Economic and Social Research said Chancellor of the Exchequer Sajid Javid's aim of returning 
growth to its post war average of 2.75% per annum was unrealistic with the institute's updated forecasts showing UK 
growth at 1.3% in 2019 and 2020 before edging up to 1.6% in 2021.  Draft fiscal rules set out in the ruling Conservative 
Party manifesto were arbitrary and appeared to be too tight to allow for any transformative boost, NIESR said. With little 
supply capacity left, it warned that injecting more substantial fiscal stimulus would run the risks of pushing the Bank of 
England to tighten monetary policy and of crowding out private sector investment. 

– UK housing prices rose 4.1% in January from a year earlier, a slight acceleration from 4.0% gain in December, data from 
Halifax show. The January rise was largest since February last year. On a monthly basis, housing prices increased 0.4%, 
decelerating from the 1.8% rise in December, the strongest gain since February 2007. 

– UK new car registrations fell 7.3% in January from a year earlier, as confusion over future environmental restrictions and 
weak consumer confidence dampened demand. There was a weaker demand for both private and fleet purchases. Sales 
of alternative fuel cars continued to rise, reaching 11.9% of the market in January, and a record high. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to -0.3860% last Friday compared to -0.4340% as investors sold bonds to 
invest in riskier instruments on easing worries about the economic outlook due to the spread of China’s coronavirus.  

– Eurozone retail trade fell 1.6% in December from a year earlier, wiping out the 0.8% gain in November. The December 
drop was larger than expected and was the biggest decline since March 2008. Sales fell for non-food goods as well as 
food, drinks & tobacco and automotive fuel. On an annual basis, retail sales grew 1.3% in December, down from 2.3% in 
November and a seven-month low.  
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– German industrial production posted its biggest drop in a decade, falling 3.5% in December from the previous month and 
more than offsetting the 1.2% rise in November. The December decline was much larger than expected and was the 
biggest drop since January 2009.  Production fell for the industrial categories of capital goods, intermediate goods and 
consumer goods, while construction output also fell.  Only energy production rose during the month.  

– Germany manufacturing orders posted a surprise drop of 2.1% in December from a month earlier against expectation for 
a modest gain. It was drop in factory orders since February last year.  Foreign orders declined sharply due to a sharp 
13.9% drop in demand from other Eurozone countries. Domestic orders rose 1.4%.  

Japan 

– The yield on 10-year Japanese Government Bonds rose to -0.0380% on Friday compared to -0.06t0% a week earlier on 
easing of worries about the economic outlook due to China’s coronavirus outbreak.  

– The impact of the coronavirus outbreak in China on the Japanese and global economies may be large and the Bank of 
Japan stands ready to deal with any increase in downside risk to momentum for rising inflation, Governor Haruhiko 
Kuroda said Tuesday. Kuroda told lawmakers it was difficult to assess the impact right now, but he said if economic 
activity was restricted in China, "supply chains for manufacturers will be affected and tourists from China will fall." 
"Investors' sentiment has turned cautious and the BOJ is carefully monitoring the impact on economic activities and 
prices as well as financial markets. The BOJ stands ready to take the surest measures if needed," he said. "It is 
premature to say (that the BOJ will implement) additional policy easing steps and what kinds of additional easing the 
BOJ would implement," the Governor added. Kuroda added that he will exchange view on the impact of the coronavirus 
on the global economy at international meetings. The Chinese economy accounts for about 18% of global economic 
growth recently, up from about 4% in 2003 when the global economy was hit by the SARS outbreak. Kuroda also said 
that he doesn't expect net purchases of Japanese government bonds by the central bank to turn negative, although lower 
interest rates globally continues to enable the BOJ to reduce the scale of JGB buying. 

– Japan's economy is expected to contract in the fourth quarter, weighed down by weak capital investment and slower 
domestic spending. It would be the first contraction in five quarters and comes after the Oct. 1 sales tax hike and a string 
on natural disasters that hit the country. Exports remained weak during the period, although net exports were a 
significant boost to the economy as imports fell sharply. Economists’ median forecast projected preliminary Q4 GDP to 
fall 1.0% q/q, or an annualized -3.8%, down sharply from the 0.3% q/q and +1.8% y/y gain in Q3. It would be the first 
quarter of negative growth since Q3 2018. Forecasts ranged from -0.8% to -1.9% q/q, or -3.0% to -7.5% at an annualized 
pace. The Cabinet Office will release the data on Feb. 17. 

– Japan's average monthly spending per household decreased on a yearly basis in December, the third consecutive year-
on-year drop, a survey released by Japan's Ministry of Internal Affairs and Communications showed Friday. Spending by 
households with two or more people fell 4.8% y/y, accelerating from the previous month's 2.0% drop. The decrease was 
larger than expected. December's slowdown was a result of lower expenditures on major items. Spending on food fell 
2.1% y/y, compared with November's 0.2% rise, while fuel, lighting and water charges dropped 1.8% y/y, following the 
previous 1.5% drop. The average real income of households with salaried workers fell 1.9% y/y, wiping off the 1.9% y/y 
gain recorded in November. Household spending in 2019 increased 0.9% y/y, an improvement from the 0.4% y/y drop 
reported the previous year. 

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. 
 
 
 
 


