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Schroders 
Monthly markets review 
Overview of markets in November 2014 
Highlights: 

– Global equities registered positive returns in November, buoyed by optimism over monetary policy easing 
from central banks. Oil prices fell sharply as Opec elected not to cut output. 

– US equities gained with consumer-oriented sectors faring well amid expectations that the lower oil price 
will contribute to a boost in retail spending.  

– Eurozone equities were supported by further speculation that the European Central Bank (ECB) will soon 
announce full quantitative easing. German equities were strong as macroeconomic data showed some 
improvement. 

– Japanese equities gained, supported by the monetary policy easing announced in late October and the 
delay in the planned the consumption tax increase. Prime Minister Abe also announced a snap election. 

– Emerging markets lagged their developed counterparts, despite a rate cut from China. Brazilian equities 
underperformed as economic indicators deteriorated. Russia was a laggard amid the falling oil price.  

US  

The S&P 500 rose in November as falls in the integrated oil & gas majors on the back of the oil price retreat 
were more than offset by the expected boost to retail spending as a result of falling gasoline prices. Striking a 
new all-time high in the month, the index ended the period 2.7% higher. 
  
There were some worries about the impact of a slowing housing market, with both new and pending home 
sales falling short of expectations and annual house price growth slowing in September. The Conference 
Board consumer confidence index for November also disappointed. However, the consumer discretionary and 
consumer staple sectors topped the leader board, with hopes for the former buoyed following a busy ‘Black 
Friday’ sales event, even if traditional bricks and mortar retailers lost out to rising online competition. Leading 
lights in the latter sector included Whole Foods Market, whose fourth-quarter results beat expectations, 
boosted by gains in market share and new product launches. 
 
Meanwhile, discount players were among the month’s best-performing consumer names with the country’s 
largest and fourth-largest retailers respectively, Wal-Mart Stores and Target, both delivering double-digit share 
price returns. The companies cited lower gasoline prices for a turnaround in like-for-like sales revealed in their 
third-quarter results. The oil majors Chevron and ExxonMobil both sold off heavily on the final day of 
November when Opec revealed it would not be cutting output in response to the retreat in the oil price. Shale 
energy companies were particularly hard hit as the West Texas Intermediate benchmark ended the month 
below $70, which is considered the level at which shale becomes an unprofitable energy alternative.  

Eurozone  

Eurozone equities clocked up gains in November, supported by dovish comments from ECB policymakers 
which fuelled speculation that full quantitative easing may soon be announced. ECB President Mario Draghi 
said that support for unconventional monetary policy measures is unanimous on the Governing Council. Later 
in the month he added that ‘excessively low’ inflation needs to be brought back to target while ECB Vice-
President Vitor Constancio indicated that the bank could make a decision on sovereign bond purchases as 
early as Q1 2015. The remarks bolstered equities while the euro weakened further against the dollar.  
 
Macroeconomic data from the eurozone continued to indicate subdued levels of growth. GDP figures for the 
third quarter showed the single currency area grew by 0.2%, with German growth of just 0.1%. The flash 
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eurozone composite purchasing managers’ index (PMI) for November fell to a 16-month low of 51.4 in 
November from 52.1 in October. Preliminary figures showed inflation dipping to just 0.3% in November from 
0.4% in the prior month. However, there were also some more encouraging signs, such as a rise in the 
German Ifo business climate index to 104.7 from 103.2 and a recovery of the ZEW economic sentiment index 
to 11.5 from -3.5 in October.   
 
Germany’s DAX was among the top performing eurozone indices for the month, returning 7.0% amid strong 
gains for telecoms and autos.  Outside of the eurozone, Norway suffered negative returns with the oil-heavy 
index impacted by the steep fall in the price of crude. Energy was the only sector to register a negative return. 
The telecoms sector was the best performer, helped by merger & acquisition activity, and was closely followed 
by consumer discretionary and consumer staples.  

UK  

Merger & acquisition activity, the prospect of a full-scale quantitative easing (QE) drive by the ECB, and rate 
cuts in China gave the UK equity market added impetus in November. The FTSE All-Share ended the month 
up 2.9%, further aided by a strong recovery in some beaten-down UK consumer-focused companies, in 
particular the supermarkets. 
 
Reports of takeover discussions between BT and mobile groups EE and O2 were well received, as was 
Vodafone’s potential plans to add fixed-line infrastructure to its mobile assets. Meanwhile, grocer Tesco and 
rival WM Morrison both delivered strong share price returns, helping to lift the broader index. The three energy 
majors Royal Dutch Shell, BP and BG recorded share price losses on the back of the falling oil price, with 
Opec refusing to cut its output target in support of the market. 
 
The cut in Chinese rates helped stabilise the miners after some disappointing data out of the country at the 
beginning of the month. This negative Chinese data was reflected in a continued decline in metal prices with 
copper retreating to an eight-month low below $8,500, but the prospect of monetary loosening saw the UK 
miners largely hold their value in November. 

Japan  

Following the surprise monetary easing on 31 October, the Japanese market was strong throughout 
November, registering a gain of 5.8% for the month as a whole. The currency continued to weaken sharply, 
declining quickly to around 118 against the US dollar and also losing 3.3% of its value against sterling. 
 
After the dramatic end to October, there were more surprises in November. Initially, the Bank of Japan’s action 
had led investors to assume that Prime Minister Abe would take a decision in early December to implement 
the next increase in the consumption tax as planned. However, within the space of just a few days, these 
expectations changed dramatically. The final outcome is a delay in the consumption tax increase for 18 
months and an unexpected dissolution of the Diet, with a snap general election called for 14 December. 
 
Part of the trigger for the tax delay was a weak GDP figure for the third quarter, which followed the negative 
result for the previous quarter and placed the Japanese economy in recession. The reality seems to be much 
less negative with a decline in inventories driving a significant part of the negative GDP figure. Indeed, 
economic data for October (and even some for September) are clearly showing improving trends. It already 
seems likely that the first revision to the third quarter GDP number will paint a much less bleak picture of the 
economy. Although Prime Minister Abe has attempted to link the election with the decision on tax, in reality the 
snap election is purely the result of political considerations. With his popularity relatively high, but declining, 
and the opposition parties in almost total disarray, Abe has sensed an opportunity to extend his term without 
significantly impacting the LDP’s overall majority.  
 
The final surprise in November was the continuous weakening of the oil price. As a major importer of energy, 
this is ultimately to Japan’s benefit although the speed of the move has raised concerns about wider economic 
dislocation globally. Sustained weakness in oil prices could also act against the Bank of Japan’s efforts to 
increase inflation expectations. 
 
All these events combined had a remarkably straightforward impact on sector performance in November. 
Cyclical stocks and beneficiaries of the weaker yen led the market upwards, including shippers and autos. 
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Airline stocks also rose strongly as direct beneficiaries of lower fuel prices. Conversely the oil and mining 
sectors themselves declined in absolute terms, representing a significant underperformance in a rising market.  

Asia (ex Japan)  

Asia ex Japan equities delivered marginally positive returns in November, as investors remained cautious 
following further signs of slowing Chinese growth and the plunging price of oil. Chinese equities posted gains, 
spurred by the first interest rate cut by the People’s Bank of China (PBoC) in two years. Economic data, 
however, continued to be muted with HSBC’s widely-watched October manufacturing PMI up marginally to 
50.4, from a reading of 50.2 in September. China’s October exports came in better-than-expected on buoyant 
overseas demand. Despite a massive capital injection by the PBoC into the commercial banking system in 
September, China’s total social financing, a broad measure of lending by both the official and shadow banking 
sectors, in October fell to RMB 662.7 billion, down from September’s RMB 1.05 trillion.  
 
Hong Kong equities finished the month marginally up as police moved to clear various sites of pro-democracy 
protests that started at the end of September. Taiwan’s market finished in positive territory as its economy 
maintained steady growth while fellow exporter Korea saw its market decline on weak corporate earnings 
outlooks and the negative impact on competitiveness via a weaker Japanese yen.  
 
In ASEAN, Thai stocks advanced over the month while Philippine stocks also finished up – although pared 
some of their monthly gains on slower-than-expected third quarter GDP growth. In Indonesia, the market 
gained on positive sentiment surrounding the pro-reform moves of President Joko Widodo, who raised 
government-subsidised petrol prices by 30%. Indian equities also finished the month up as foreign investors 
continued to provide support for stock prices on the back of the reformist mindset of Prime Minister Modi and 
as the country’s inflation rate starts to moderate. 
 

Emerging markets  

Emerging markets posted negative returns in November and the MSCI Emerging Markets index 
underperformed MSCI World. Emerging Asian markets recorded the strongest performance, led by India. A 
net oil importer, the country benefitted from a 17.9% decline in the price of crude, ongoing reform hopes and a 
continued easing in inflation (both WPI and CPI), whilst manufacturing PMI ticked up to 51.6. China 
outperformed although data which showed another slowdown in credit growth in October was a catalyst for 
early month falls in the local market. It followed other relatively weak economic releases, ongoing weakness in 
the property sector and rising real borrowing costs. The PBoC responded by cutting interest rates and raising 
the deposit ceiling, and the local market more than recouped month-to-date losses. 
 
Emerging EMEA markets were generally positive, with the exceptions of Russia, Poland and Qatar. Turkey 
was the best performing market as the prospect of an extended supportive global rates environment, lower oil 
prices and a narrowing of its current account deficit were positive for the local market. Greece also performed 
well; Q3 GDP growth was ahead of consensus forecasts whilst opinion polls indicated a narrowing in anti-
bailout party Syriza’s lead. Russia was the regional laggard by a wide margin as increasingly isolationist 
rhetoric from the Kremlin, deteriorating economic data, coupled with the sharp decline in the price of oil pulled 
equities lower. 
 
Latin America was the regional laggard. Peru and Chile were the only countries to outperform; the PBoC’s 
attempt to stimulate the Chinese economy enhanced the outlook for commodity linked stocks, and the two 
economies’ exposure to metals & mining industries was beneficial. Brazil posted negative returns and 
underperformed the benchmark as underlying economic indicators continued to deteriorate. However, politics 
continued to drive the local market as attention turned to President Rousseff’s new team, specifically who 
would take the role of finance minister. After a week of speculation, it was confirmed that Joaquim Levy, 
former Treasury Secretary and current CEO of a leading bank’s asset management unit had been appointed, 
Perceived as a market friendly selection, Brazilian equities recouped some of their month-to-date losses. 
However the market again fell back as Q3 GDP data missed consensus expectations. Colombia was the 
regional laggard, negatively impacted by the falling oil price and news that the government had suspended 
FARC peace talks. 
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Global bonds  

Treasuries and investment grade bonds outperformed riskier fixed income assets in November. A fall in the oil 
price – to a four year low – weighed on inflation forecasts and undermined mounting expectations of a rate 
hike from the Federal Reserve in the short term. 
With the exception of the dramatic flash-crash in mid October, US Treasury yields reached their lowest point 
since June 2013 at the end of November. The 10-year Treasury yield fell from 2.34% to 2.16%. Gilts followed 
suit, the equivalent 10-year yield falling from 2.25% to 1.93%, while the 10-year Bund yield fell to 0.70% from 
0.84%. Peripheral European yields also fell, the Italian 10-year rate falling from 2.35% to 2.03% as the 
Spanish 10-year yield dipped below 2%, from 2.08% to 1.90%. 
 
Investment grade corporate bonds also made positive gains in the month, with sterling denominated bonds 
outperforming dollar and euro equivalents. The investment grade BofA Merrill Lynch Global Corporate Index 
gained 0.73% while high yield bonds fell by -0.53%. The set back in high yield bonds was largely due to US 
high yield names struggling, as sterling and euro high yield indices posted gains.  
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Overview: total returns (%) – to end of November 2014 
 1 month 12 months 
Equities  EUR USD GBP EUR USD GBP 
MSCI World  2.56 2.05 4.25 19.53 9.50 14.53 
MSCI World Value 1.73 1.22 3.40 18.00 8.04 13.01 
MSCI World Growth  3.38 2.86 5.08 21.14 10.91 16.01 
MSCI World Smaller Companies  0.98 0.47 2.64 13.75 4.15 8.94 
MSCI Emerging Markets -0.55 -1.05 1.08 10.74 1.40 6.06 
MSCI AC Asia ex Japan 0.82 0.31 2.48 15.93 6.15 11.03 
S&P500 3.21 2.69 4.91 27.63 16.86 22.23 
MSCI EMU 4.80 4.28 6.53 8.37 -0.78 3.78 
FTSE Europe ex UK 4.10 3.58 5.81 10.39 1.07 5.72 
FTSE All-Share  1.25 0.74 2.92 9.34 0.11 4.71 
TOPIX* 0.39 -0.11 2.05 7.69 -1.40 3.14 

 
 1 month 12 months 
Government bonds  EUR USD GBP EUR USD GBP 
JPM GBI US All Mats 1.42  0.92 3.09 14.34 4.69 9.51 
JPM GBI UK All Mats 1.58  1.07 3.25 16.09 6.29 11.18 
JPM GBI Japan All Mats** -4.39 -4.87 -2.81 -3.04 -11.22 -7.14 
JPM GBI Germany All Mats 0.94 0.44 2.60 7.90 -1.21  3.33 
Corporate bonds  EUR USD GBP EUR USD GBP 
BofA ML Global Broad Market Corporate 0.73 0.22 2.39 13.46 3.89 8.66 
BofA ML US Corporate Master  1.12 0.61 2.78 17.36 7.46 12.40 
BofA ML EMU Corporate ex T1 (5-10Y) 0.79 0.29 2.45 10.67 1.33 5.99 
BofA ML £ Non-Gilts  0.61 0.11 2.27 14.77 5.08 9.92 
Non-investment grade bonds  EUR USD GBP EUR USD GBP 
BofA ML Global High Yield  -0.24 -0.74 1.40 12.61 3.10 7.84 
BofA ML Euro High Yield  0.98 0.47 2.64 6.51 -2.48 2.01 

Source: DataStream. Local currency returns in November 2014 *5.75% **0.72%. 
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