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Monthly Markets Review 
Overview of markets in November 2017 
 

Highlights 

– Global equities gained in November in US dollar terms. Regional disparity was higher than in recent months 
with US stocks advancing while European stocks retreated.  

– US equities gained, supported by investor optimism that proposed tax reforms would improve corporate 
profitability.  

– Eurozone equities retreated amid some profit-taking and currency strength. Some political uncertainty 
remained as talks over the formation of a new coalition government in Germany collapsed.   

– The UK stockmarket saw negative returns as large caps and overseas-focused parts of the market 
performed poorly amid sterling strength as optimism rose over Brexit talks.  

– In Japan, the TOPIX advanced amid a solid corporate earnings season with the majority of companies again 
exceeding expectations.  

– Emerging market equities posted a marginally positive return. Growing expectations for US tax reform and 
the potential implications for global liquidity tightening both weighed on sentiment.  

– Government bond yield curves saw a degree of flattening. Ten-year yields did little, but five and two-year 
yields moved higher, particularly on US Treasuries. This reflected some progress toward tax reform.  

US 

US equities were broadly stronger in November. From a macroeconomic perspective the positive trend in data 
remained intact. The Trump administration’s tax reform proposal also took a step closer to approval, offering a 
boost to sentiment overall. The S&P 500 rose 3.1%, while the small and midcap Russell 2500 index climbed 
3.3%. 

The Federal Reserve (Fed) stated early in the month that a December rate hike remained likely, with the central 
bank citing “solid” economic growth in its latest comment. This compares to its previous summation of the 
economy expanding “moderately”, in spite of the significant hurricane disruption earlier this year.  

The latest US employment data rebounded from a softer September. Non-farm payrolls indicated 261,000 jobs 
were added in October. This was below the expectation of 313,000 jobs, but substantially higher than 18,000 
the previous month. Manufacturing activity appears to have eased back from recent highs, but remains at 
multi-year highs.  

The Fed’s comments meant that bond proxy stocks such as real estate and utilities were the weakest sectors in 
the S&P 500, although still made modest gains. Telecommunications, consumer staples and consumer 
discretionary, meanwhile, rallied the most significantly. 

Eurozone 

Eurozone stockmarkets ended November in the red, with the MSCI EMU index returning -2.0%. Profit-taking 
after this year’s gains and a strong euro were largely to blame for the downward move. Real estate was the 
only sector to register a positive return. Healthcare was the weakest sector after some corporate updates 

http://www.schroders.com/en/insights/economics/rates-set-to-rise-again-in-december-as-us-jobs-rebound/
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disappointed the market. Pharmaceutical giant Sanofi announced Q3 revenues that were below consensus 
expectations.   

However, the economic backdrop for the eurozone remained bright. Forward-looking economic indicators 
pointed to ongoing strong momentum. The Markit flash composite purchasing managers’ index for the 
eurozone reached a 79-month high of 57.5, versus 56.0 in October. Markit’s employment index also showed 
jobs being created at the fastest pace in 17 years. The German Ifo business climate index hit a new record high 
of 117.5. The eurozone unemployment rate was confirmed at 8.8% in October, down from 8.9% in September. 
Inflation rose to 1.5% in November from 1.4% in October.  

The key political event of the month was the collapse of talks to form a new collation government in Germany. 
The pro-business FDP pulled out of talks with Angela Merkel’s CDU/CSU and the Greens. Fresh elections are a 
possibility although there remains the option of a renewed “grand coalition” between the CDU/CSU and the 
centre-left SPD. 

UK 

The FTSE All-Share index fell 1.7% over November. Despite a brightening global macroeconomic backdrop, 
large caps and overseas-focused parts of the market performed poorly amid sterling strength on hopes for a 
Brexit compromise. UK equities were also negatively impacted by a further loss of earnings momentum. 

Some domestic areas of the market performed poorly amid growing concerns around the outlook for the UK 
consumer. Despite a sluggish economy, the Bank of England’s monetary policy committee raised interest rates 
for the first time since November 2007, from a record low of 0.25% back to 0.50%. 

The UK Budget did little to dispel the fears around the UK economy as the Office for Budget Responsibility 
(OBR) downgraded its GDP growth forecasts. Meanwhile, despite the evidence of a further pick up in global 
growth, Chinese macroeconomic data was mixed and this further weighed on sentiment towards the mining 
sector. 

However, the oil and gas sector outperformed the wider market against the backdrop of rising crude oil prices 
and encouraging corporate results. Oil prices were firmer as a result of a more favourable backdrop for global 
demand and after OPEC-led production cuts were extended until the end of 2018. 

Japan 

After the steady gains made in October, the Japanese stockmarket was much more volatile in November. 
Initially, a continuation of October’s rally took the market to the highest levels seen in 26 years before a sharp 
reversal in mid-month. A partial recovery then saw the market end 1.5% higher. There was a further weakening 
of the correlation between the equity market and the currency. The yen was generally stronger during the 
month. 

The sharp pick-up in volatility resulted in mixed sector performance. The best return was shown by the 
relatively minor oil & coal sector, followed by a mixture of domestic sectors such as retail, and global cyclicals 
such as marine transportation. The real estate and financial-related sectors, including banks, generally 
underperformed while rubber products - which is primarily car tyres - was the weakest sector. 

Most of the data released in November was either in-line or below consensus expectations. The major release 
was the GDP figure for the September quarter. Although this marked the seventh consecutive quarter of 
economic growth, the detail behind the headline was less encouraging, with growth driven mainly by inventory 
accumulation and the external sector. Industrial production, although positive, was also some way below 
expectations and the recent pick-up in inflation virtually stalled last month.  

Despite this short-term pause in economic progress, the positive developments in corporate performance 
continued. The latest quarterly results season concluded in November with the majority of companies again 
exceeding expectations and the positive cycle in earnings revisions was maintained.  

North Korea reignited geopolitical risk with a further long-range missile test. There were no obvious signs of 
constructive engagement from any of the interested parties, making any resolution of this issue difficult to 
forecast.  

http://www.schroders.com/en/insights/economics/bank-of-england-raises-interest-rates-but-are-there-more-hikes-to-come/
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Asia (ex Japan) 

Asia ex Japan equities finished November in marginally positive territory as an initial run-up in markets early in 
the month was pared. A sell-off in US technology shares late in the period spread to their Asian counterparts. 
Chinese stocks finished the month up with consumer and technology stocks gaining more ground. However a 
sell-off in the second half of the month, sparked by a spike in bond yields and concerns over deleveraging, 
limited overall gains. Tighter liquidity rules were also introduced over the month that saw banking regulators 
announce new restrictions, including on loans to the shadow banking sector. 

In Hong Kong, stocks delivered positive returns as index heavyweights such as Tencent powered the Hang 
Seng Index to a 10-year high before a brief sell-off ensued going into the month end. Taiwanese stocks 
declined on the back of a weak month for its technology stocks while Korean equities finished flat.  

Meanwhile in ASEAN, the Philippines and Indonesia finished broadly flat while Thai stocks rose on upbeat GDP 
numbers. In India, stocks ended the month slightly down after investors took profit on solid gains earlier in the 
period. Markets had initially gained on the back of positive sentiment following a credit rating upgrade for the 
country from Moody’s. 

Emerging markets 

Following strong year-to-date gains, the performance of emerging markets equities was more muted in 
November. The MSCI Emerging Markets index posted a slight gain but underperformed the MSCI World. 

South Africa registered the strongest return, in part owing to gains from large index stock Naspers. 
Speculation that December’s African National Congress Party’s leadership election may trigger a change in 
policy also supported the market. Elsewhere, Russia recorded a solid gain as the price of Brent crude increased 
3.6%. Towards the end of the month OPEC and a number of non-member countries such as Russia agreed to 
extend production cuts to the end of 2018. 

In contrast, the Chilean market fell sharply as first round presidential election results showed a lower-than-
expected level of support for centre-right candidate Sebastián Piñera. He faces a run-off against left-leaning 
independent Alejandro Guillier in December. Turkish equities and the lira lost value as inflation accelerated 
ahead of expectations to 11.9% year-on-year in October.  

Global bonds 

Government bond yield curves saw a degree of flattening over the month. Ten-year yields did little, but five 
and two-year yields moved higher, particularly on US Treasuries. In the US, 10-year yields added three basis 
points (bps) to finish at 2.41%, while the five-year was 12 bps higher at 2.14% and the two-year 18 bps higher at 
1.78%. This reflected some progress toward tax reform and an associated increase in expectations for growth 
and interest rate hikes. UK gilts narrowed, and sterling declined, in response to the Bank of England’s (BoE) 
rate hike with the decision widely anticipated and the BoE giving seemingly dovish guidance. The move 
reversed by month-end with the two-year yield finishing higher.  

There were important developments in the US. Jerome Powell was confirmed as President Trump’s nominee 
for next Chair of the Fed. Powell’s appointment would not be expected to result in a significant divergence 
from the policy path pursued by current Chair Janet Yellen. The momentum behind a tax reform bill continued 
to build. US data was broadly positive too, with the annual growth rate at a three-year high in the third quarter. 
One blot on the overall positive environment was weaker personal income and spending data.  

Economic data was strong in Europe with growth in Germany rising to an annualised rate of 3.3% in the third 
quarter. Purchasing manager indices remained at strong levels with high levels of backlogs of work. This drove 
gains for the euro against the US dollar. On the political front, talks aimed at forming a coalition in Germany 
ended without an agreement being reached. There was further downward momentum for Italian sovereign 
yields, with French yields too resuming a downward trend. Italian 10-year yields fell 8 bps to 1.75%, French 
yields by 7 bps to 0.68%. 



 

 Monthly Markets Review  Overview of markets in November 2017 4 

 

Conditions were more volatile for corporate bonds in November. The BofA Merrill Lynch Global investment 
grade (IG) 1 corporate bond index registered a flat total return (in local currency), broadly in-line with 
equivalent maturity government bonds. The global high yield (HY) index returned -0.3% (local currency). The 
sterling index, both IG and HY, slightly underperformed government bonds as gilt yields were little changed. 
US dollar weakness was helpful for local currency-denominated emerging markets (EM) debt. Hard currency 
EM bonds produced a modest positive return.  

The MSCI World index was up by 2.2% in November. Convertible bonds, as measured by the Thomson Reuters 
Global Focus Convertible Index, suffered from their natural regional overweight to European issuers and 
returned -0.3% in US dollar terms. During November we saw some pull-back in European stocks, leading to 
a re-evaluation of convertibles. Our models indicate a cheapening of convertibles in all regions of the world to 
a level of 2.5% above fair value. 

Commodities 

The Bloomberg Commodities index recorded a modest decline in November, primarily due to weakness from 
industrial metals. Concern over the outlook for demand from China weighed on zinc (-4.3%) and copper (-2.1%) 
in particular. Agricultural commodities posted a small positive return. Cotton registered a strong gain, in part 
given signs of ongoing improvement in demand. The energy component generated a positive return as Opec 
and a number of non-member countries such as Russia agreed to extend production cuts to the end of 2018. 
Brent crude increased 3.6% while natural gas was up 4.5%. In precious metals, gold (+0.2%) was marginally 
higher while in contrast, silver (-1.9%) lost value.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                                    
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 November 2017 

 1 month  12 months 

Equities  EUR USD GBP  EUR USD GBP 

MSCI World  -0.1 2.2 0.3  10.6 24.3 14.8 

MSCI World Value -0.2 2.2  0.2  7.0 20.3 11.0 

MSCI World Growth  -0.1 2.3 0.3  14.3 28.5 18.6 

MSCI World Smaller Companies  -0.1 2.2 0.3  10.6 24.3 14.7 

MSCI Emerging Markets  -2.1 0.2 -1.7  18.6 33.3 23.0 

MSCI AC Asia ex Japan -1.7 0.6 -1.3  20.6 35.5 25.1 

S&P500 0.7 3.1 1.1  9.3 22.9 13.4 

MSCI EMU -2.0 0.3 -1.6  22.2 37.4 26.8 

FTSE Europe ex UK -2.0 0.3 -1.6  20.5 35.5 25.0 

FTSE All-Share  -2.1 0.3 -1.7  9.3 22.8 13.4 

TOPIX* 0.7 3.1 1.1  12.8 26.8 17.0 

 

 1 month  12 months 

Government bonds   EUR USD GBP  EUR USD GBP 

JPM GBI US All Mats -2.4 -0.1 -2.0  -9.2 2.0 -5.8 

JPM GBI UK All Mats -0.1 2.2 0.3  -1.3 10.9 2.4 

JPM GBI Japan All Mats** -0.5  1.9 -0.1  -10.0 1.2 -6.6 

JPM GBI Germany All Traded -0.1 2.3 0.2  -0.6 11.7  3.1 

Corporate bonds EUR USD GBP  EUR USD GBP 

BofA ML Global Broad Market 
Corporate 

-1.7 0.6 -1.3  -3.2 8.8 0.4 

BofA ML US Corporate Master -2.4 -0.1 -2.0  -5.5 6.2 -2.0 

BofA ML EMU Corporate ex T1 
(5-10Y) 

-0.1 2.2 0.3  4.7 17.7 8.7 

BofA ML £ Non-Gilts -0.4 1.9 0.0  1.1 13.7 4.9 

Non-investment grade bonds  EUR USD GBP  EUR USD GBP 

BofA ML Global High Yield  -2.2 0.1 -1.8  -0.6 11.7 3.1 

BofA ML Euro High Yield -0.2 2.2 0.2  8.8 22.3 12.9 

Source: DataStream.  
 
Local currency returns in November 2017: *1.5%, **0.3%.  
 
Past performance is not a guide to future performance and may not be repeated. 
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Important Information: This document is provided by the Investment Communications team and may not 
necessarily represent views expressed in other Schroders communications, strategies or funds. This material is 
intended to be for information purposes only and is not intended as promotional material in any respect. The 
material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The 
material is not intended to provide and should not be relied on for accounting, legal or tax advice, or 
investment recommendations. Reliance should not be placed on the views and information in this document 
when taking individual investment and/or strategic decisions. 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. The sectors, securities, regions and countries shown 
above are for illustrative purposes only and are not to be considered a recommendation to buy or sell. All 
investments involve risks including the risk of possible loss of principal. Information herein is believed to be 
reliable but Schroders does not warrant its completeness or accuracy. Reliance should not be placed on the 
views and information in this document when taking individual investment and/or strategic decisions. Some 
information quoted was obtained from external sources we consider to be reliable. No responsibility can be 
accepted for errors of fact obtained from third parties, and this data may change with market conditions. This 
does not exclude any duty or liability that Schroders has to its customers under any regulatory system. MSCI: 
Third party data is owned or licensed by the data provider and may not be reproduced or extracted and used 
for any other purposes without the data provider’s consent. Third party data is provided without any 
warranties of any kind. The data provider and issuer of the document shall have no liability in connection with 
the third party data. The Prospectus and/or schroders.com contains additional disclaimers which apply to third 
party data. FTSE: FTSE International Limited (“FTSE”) © FTSE 2017. “FTSE®” is a trade mark of London Stock 
Exchange Plc and The Financial Times Limited and is used by FTSE International Limited under licence. All 
rights in the FTSE indices and or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and or FTSE ratings or underlying data. No 
further distribution of FTSE Data is permitted without FTSE’s express written consent. Regions/sectors shown 
for illustrative purposes only and should not be viewed as a recommendation to buy/sell. To the extent that 
you are in North America, this content is issued by Schroder Investment Management North America Inc., an 
indirect wholly owned subsidiary of Schroders plc and SEC registered adviser providing asset management 
products and services to clients in the US and Canada. For all other users, this content is issued by Schroder 
Investment Management Limited, 31 Gresham Street, London, EC2V 7QA. Registered No. 1893220 England. 
Authorised and regulated by the Financial Conduct Authority. 
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