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Equities 

Region / 
Country  

 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

ASIA-PACIFIC  
Hong Kong  HSI  22937.38 434.37 4.28% 15.06% 
India  BSE 30 27238.06 478.83 2.34% 9.59% 
Japan  Nikkei  19287.28 (167.05) 0.90% 8.87% 
Singapore  STI  3025.07 62.44 4.37% 12.19% 
South Korea  KOSPI  2076.79 27.67 2.48% 8.38% 
Taiwan  WSE 9378.83 6.61 1.35% 19.86% 
EUROPE 
France  CAC  4922.49 12.65 1.22% 12.08% 
Germany  DAX  11629.18 30.17 1.29% 16.75% 
Italy  FTSE MIB  19514.54 (173.17) 1.46% (3.10%) 
Russia  RTSI  1158.19 227.42 0.74% 66.97% 
UK FTSE 100  7337.81 127.76 2.73% 23.10% 
AMERICAS 
Brazil  IBOV  63651.52 1986.52 5.69% 63.44% 
Mexico  IPC  46182.43 110.86 1.18% 12.62% 
Nasdaq  CCMP  5574.12 53.06 3.55% 23.16% 
US S&P 500  2274.64 (2.34) 1.60% 20.33% 
US  DOW  19885.73 (78.07) 0.62% 23.12% 

Bonds 

  
Close 

Yield 
Previous Month ago Year ago 

10 Year Gilt  1.3660 1.3820 1.4420 1.7440 
10 Year BTAN  0.8120 0.8400 0.7910 0.8910 
10 Year Bund  0.3380 0.3060 0.3520 0.5070 
10 Year Japan  0.0500 0.0560 0.0870 0.2120 
10 Year Treasuries  2.3800 2.4180 2.4800 2.0660 

Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  
US 3.75 3.50 3.50 
Canada  2.70 2.70 2.70 
Japan  1.48 1.48 1.48 
Britain  0.25 0.50 0.50 
ECB  0.00 0.00 0.05 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.75 2.00 
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 

 U.S. stocks had a mixed week with the Nasdaq advancing to a record close even as investors closed 
positions on the other boards ahead of a long holiday weekend and a series of upcoming earnings 
reports. The finance sector showed strength after a The Dow Jones industrial average fell 0.39% over 
the week to close at 19885.73, the S&P 500 dropped 0.1% to finish at 2274.64 while the Nasdaq added 
0.96% to end at 5574.12. 

 Wells Fargo said Friday it plans to close 400 of its 6,000 U.S. branches over the next two years as the 
lender seeks $2 billion in cost savings and a recovery from its sham-accounts scandal. Wells Fargo said 
that 2016 net income declined 4.4% to $21.9 billion and the measure was down 5% for the final quarter 
at $5.3 billion with the bump in interest rates coming too late to benefit its margin business.  

 Amazon said Thursday it will hire 100,000 new staff in the U.S. over the next 18 months as it seeks to fill 
positions at its expanding grocery, hardware and cloud businesses. However, analysts said online shopping 
had destroyed more positions in the nationwide retail industry and Amazon hires about 6,400 people a month 
internationally anyway – rendering the new-hire announcement unexceptional aside from its U.S. focus. 

 General Motors shares rose Tuesday after the company forecast 2016 earnings a share to rise to a maximum 
$6.50 – $0.50 higher than previously estimated as a result of a “Trump boost” that galvanized the U.S. car 
market and higher China sales. Automakers have widely benefitted from the knock-on effect of the Trump 
rally in equity markets. GM boss Mary Barra said at the time of the announcement that the company expects 
to make up to $2 billion from “adjacent” services in 2018 – including financial services, after-sales and car-
sharing, as well as other transport services. 

 Mars on Monday acquired VCA, one of the largest suppliers of veterinary services in North America, paying 
$9.1 billion inclusive of debt – a premium of 41% on VCA’s average share price over the past month. The 
move is indicative of Mars’ desire to consolidate the fragmented, but growing, market of animal hospitals in 
North America – where spending rose 4.1% to $62.8 billion last year, according to industry figures. 

 McDonald’s said Monday it will sell 80% of its China operations to Citic Group and Carlyle for about $2.08 
billion – having downsized the value and scale of an intended sale as a result of its inability to find a buyer for 
its South Korean businesses. The move reflects the U.S. fast-food chain’s desire to focus on franchises over 
owned-and-operated outlets in a bid to cut costs. 

UK 

 London stocks notched gains last week, putting together a 14-day winning streak as a weak pound 
spurred investors to buy British multinationals and drove 12 consecutive record high closings. The 
FTSE 100 rose 1.77% over the week to settle at 7337.81. 

 Foxtons shares dropped to their lowest since debut after the realtor said Wednesday a slowing in the London 
property market would cut 2016 profit to about GBP25 million compared with GBP46 million the previous 
year. Boss Nic Budden said the company expects trading conditions to remain tough and volumes to shrink 
this year without an upturn in the market. 

 Ted Baker said Wednesday group sales in the eight weeks to Jan. 7 rose 17.9% year over year with online 
sales up 35% – beating expectations and delivering a bumper Christmas return. The results prompted Ted 
boss Ray Kelvin to issue a warning to high-street fashion retailers that the business was experiencing a sea 
change as consumers turn away from brick-and-mortar stores in favor of an online experience. 

 Snap, the Snapchat parent, said Tuesday it would establish its international headquarters, through which it 
will book all ex-U.S. sales, in the U.K. – a clear win for post-Brexit Britain. Snap eschewed the opportunity to 
join fellow U.S. tech companies Google, Facebook and Twitter in establishing their main base in lower tax 
European companies such as Ireland or the Netherlands. While it is yet to book significant revenue outside 
the U.S. analysts forecast Snap’s advertising revenue to grow to $1 billion this year from $367 million in 2016. 

 Just Eat shares fell more than 5% Tuesday after Europe’s largest online take-out service said like-for-like 
group orders rose 36% in 2016, slower than the 46% rise booked the previous year, with orders in its home 
U.K. market up 31%. Investors were also disappointed at the lack of a higher profit forecast – with the 
company saying it was on track to meet guidance for underlying earnings to top out at GBP111 million. 

 Rolls-Royce said Monday it will remain headquartered in the U.K. and committed to further investments in the 
country, as it reported international sales rose 6% year over year to 4,011 cars – with a 26% rise in its home 
market. The announcement will quieten fears over an exodus of motor-vehicle manufacturing companies from 
the U.K. after the Brexit vote – especially as boss Torsten Muller-Otvos said Rolls-Royce would expand its 
Bognor Regis plant to meet demand for new models. 

 



Schroders Weekly market watch  

 

3 
 

Europe (ex. UK) 

 European stocks were higher last week on strength in pharmaceutical stocks and motor-vehicle makers 
– shaking off selling related to Fiat-Chrysler over its diesel-engine emissions. The Eurofirst 300 gained 
0.16% over the week to close at 1447.22. 

 French authorities opted to investigate Renault over cheating diesel engine emissions tests with the 
Paris prosecutor appointing three judges. Shares fell on the news which came after a national 
commission found last summer nitrogen oxide emissions from some Renault vehicles were up to 10 
times higher than their sanctioned limit.  

 Fiat Chrysler was facing down a potential $4.6 billion fine Thursday after the U.S. Environmental Protection 
Agency, which was racing to impose harsh emissions penalties just days before climate change-sceptic 
Trump government takes power. The motor-vehicle maker is accused of violating emissions laws in more 
than 100,000 diesel vehicles, though not in deliberate fashion, as was the case with Volkswagen. 

 Airbus said Wednesday a backlog of 6,874 aircraft orders ensures it is on track to meet its goal of beating 
Boeing on aircraft deliveries by 2019 as Airbus accelerates production of its A350 aircraft to 10 a month by 
end-2018. Airbus said it took 321 orders in December to take its tally to 731 for 2016, higher than the 700 it 
expects this year and just behind Boeing’s total of 748. 

 Six Volkswagen executives were indicted on criminal charges Wednesday as the motor-vehicle 
maker admitted culpability over emissions cheating technology used in their diesel engines. The executives, 
including former head of U.S. compliance Oliver Schmidt, are accused of authorizing continued concealment 
of the scandal despite being briefed on its nature in 2015, according to documents unsealed by U.S. 
prosecutors Monday. Volkswagen will pay $4.3 billion to settle with U.S. authorities. 

Japan 

 Tokyo stocks declined last week as investors sought safety ahead of the inauguration of President 
Trump and what is expected to be a negative period for Asian equities, particularly after he singled out 
Japan as a country that has a significant trade imbalance with the U.S. The Nikkei 225 Index lost 0.86% 
over the week to finish at 19287.28. 

 Fast Retailing said Thursday operating profit in the quarter ending November rose 16.7% on the year to reach 
Y88.6 billion – beating forecasts for Y87 billion – as a strong yen offset softer sales volume. Revenues were 
up 1.6% at Y528.9 billion, about Y10 billion below expectations, as the company retained its 2017 forecast, 
giving investors little reason to buy back shares after a sharp fall last week on news that December same-
store sales in Japan had declined 5% on the year as a result of unseasonably warm weather.  

 Toyota Motor president Akio Toyoda said Monday the motor-vehicle maker plans to spend $10 billion in the 
U.S. over the next five years on new plants and productivity gains, on top of an existing $22 billion already 
deployed, as it seeks to counter pressure from U.S. president elect Donald Trump over its commitment to 
creating jobs in America. Earlier in the day Toyota reminded Trump that Toyota employs some 136,000 
people in the U.S. after he had threatened to impose border taxes on the company because it was choosing 
to build a new factory in Mexico rather than the U.S. 

 Takeda Pharmaceutical said Monday it will purchase Ariad Pharmaceuticals, a U.S. maker of cancer drugs 
that attracted criticism for aggressive price rises of its Leukaemia treatment Iclusig last year, for $5.2 billion. 
Analysts said the price of $24 a share looks expensive at a premium of 75% over Ariad’s Friday clothing price 
and highlights Takeda’s need to restock its drugs pipeline after a surprise court ruling ensured it would lose 
patent protection for its popular Velcade cancer treatment. 

Asia-Pacific (ex. Japan) 

 Mainland China stocks lost ground last week with investors selling shares in state-owned companies 
after betting on the prospects for changes. A wave of initial public offerings upped market supply and 
data showed December exports were down 6.1% year over year. The Shanghai Composite Index 
dropped 1.33% over the week to end at 3112.33. 

 Hong Kong stocks advanced for a third consecutive week with developers in focus on easing borrowing 
costs. The Hang Seng Index put on 1.93% over the week to reach 22937.38. 

 Taiwan stocks booked gains last week with investors relieved after president-elect Trump’s news 
briefing gave little clarity on the direction of fiscal policy and electronics stocks rose. The Taiex Index 
added 0.07% over the week to end at 9378.83. 

 South Korea stocks advanced last week on strength in technology stocks, financials and oil companies. 
The Kospi was up 1.35% for the week at 2076.79. 



Schroders Weekly market watch  

 

4 
 

 Singapore stocks notched a third straight week of gains with share in large banks taking the lead on 
expectations that Singapore will track U.S. monetary policy in raising interest rates and offer lenders 
higher interest-rate margins. The Straits Times Index rose 2.11% over the week to close at 3025.07. 

Emerging Markets 

 Brazil stocks rose with traders active on expectations that lower interest rates may help economic 
activity and corporate earnings. The Bovispa gained 3.22% over the week to settle at 63651.62.  

 Mexico stocks closed out the week in the black with mining and commodities stocks the main catalysts. 
The IPC was up 0.24% for the week at 46182.43. 

 Indian stocks moved higher last week with steel makers in play on hopes the reduction of capacity in 
China will open a gap in the market for Indian rivals. The BSE 30 advanced 1.79% over the week to 
finish at 27238.06. 

 Russian stocks moved higher last week as exchange traded funds rose in line with further positive 
comments from U.S. president elect Trump over his administration’s relationship with the Kremlin. The 
RSTI rose 24.43% over the week to close at 1158.19. 

ALTERNATIVE ASSETS 

 Crude-oil prices declined last week on doubts over the commitment of main producers towards agreed 
supply cuts. Rising U.S. inventories added to the selling. Benchmark crude oil fell 3% over the week to 
close at $52.37 a barrel in New York. Brent crude, which is used to price oil sold internationally, slid 
2.9% over the week to close at $55.45 a barrel in London.  

 Gold prices rose last week as investors picked up bullion in light of an easing dollar and as the recent 
stock rally appeared to run out of steam. Gold for February delivery gained 1.9% over the week to end 
at $1,196.20 a troy ounce.  

FIXED INCOME 

US 

 The yield on benchmark 10-year Treasuries fell to 2.28% last week, down from 2.418% at the previous 
week’s close and for a fourth straight weekly drop, on demand ahead of the bank holiday weekend and 
following wholesale producer price data that bodes for a more inflationary environment.  

 The value of business inventories rose 0.7% in November, compared with the 0.6% gain expected, 
while sales rose 0.1%, data released Friday morning by the Commerce Department showed. Retail 
inventories rose 1.0%, unrevised from the advance estimate published Dec. 29. Already-released data 
showed wholesale inventories rose 1.0% in the month while factory inventories were up 0.2%. Overall 
business inventories would have been up 0.6% in November if a 1.9% jump in retail motor vehicle 
inventories was excluded, a MNI calculation showed. 

 With motor-vehicle sales internationally helping offset sagging department and general merchandise 
store sales December's retail sales almost met expectations with a 0.6% increase, the Commerce 
Department reported Friday. From the Labor Department at the same time, the Producer Price Index of 
final demand rose 0.3%, driven mostly by the 7.8% increase for gasoline. Retail sales showed motor-
vehicles and parts up 2.4%, as anticipated, and without counting the motor-vehicle category, sales were 
up 0.2% – weaker than the expected 0.5% gain. Core retail sales, stripping out the most volatile 
elements of motor-vehicles, restaurants, gasoline and building materials, rose 0.2% after being 
unchanged in November. 

 Senior Federal Reserve officials hinted this week that shrinking the central bank's massive balance 
sheet could be a possible alternative policy lever in the Trump era. Several regional Fed presidents this 
week called for a discussion of discontinuing principal reinvestment as the economy moves steadily 
away from near-zero interest rates, flagging what could be an important second dimension to Fed policy 
in 2017. Since the Federal Reserve began buying bonds in 2008 to stimulate the economy, the value of 
its balance sheet has ballooned from $800 billion to more than $4.5 trillion. In September 2014, the Fed 
issued a statement indicating it would phase out reinvestments at some point after it began raising 
interest rates, but the Fed's balance sheet policy has been stuck in a holding pattern ever since. It now 
appears the time for balance sheet normalization has gotten closer. 

 Initial claims for U.S. state unemployment benefits rose by 10,000 to 247,000 in the Jan. 7 week, well 
below the 260,000 expected following a small upward revision to the previous week, data released by 
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the Labor Department on Thursday showed. Seasonal adjustment factors had expected an increase of 
12.2%, or 42,665, in unadjusted claims in the current week. Unadjusted claims instead rose by 59,308 
to 409,869 after a smaller-than-expected increase in the previous week. The current week's unadjusted 
level was still well below the 502,904 in the comparable week a year ago. Unadjusted claims usually 
post one of their largest gains of the year in the first week of a calendar year, followed by declines in the 
next two weeks. 

 The value of wholesale inventories rose 1.0% in November, compared with the 0.9% increase reported 
in the advance estimate, data released Tuesday by the U.S. Commerce Department showed. The 
tracking looks favorable for both business inventories and sales. Factory inventories were up 0.2% in 
November, as previously reported. With the addition of the large gain for wholesale inventories reported 
Tuesday, the outlook for business inventories is for a 0.7% increase if the 1.0% rise in retail inventories 
in the advance estimate holds, an MNI calculation shows. The 0.4% gain in wholesale sales reported 
Tuesday comes on top of a flat reading in retail trade sales in last month's retail sales report and a 0.1% 
decrease for factory shipments, suggesting a 0.1% gain for business sales barring a large revision to 
retail trade sales. 

UK 

 The yield on 10-year Gilts dropped to 1.366% last week, down from 1.382% at the previous week’s 
finish as demand from overseas investors offset selling pressure from the domestic market.  

 Bank of England Monetary Policy Committee member Michael Saunders said Friday the equilibrium, or 
noninflationary, unemployment rate may be lower than previously thought. BOE staff had assumed it is 
5% but despite the U.K. jobless rate dipping below that level there has been little or no sign of a pickup 
in pay growth and Saunders, in a speech at the Resolution Foundation, argued it may be below 5%. He 
said that there was little sign of accelerating pay growth this year. Saunders said if the equilibrium 
jobless rate is indeed lower, this didn’t entail that monetary policy should be looser and didn’t prevent 
tightening of policy ahead. Saunders said: "The short-term jobless rate is the lowest since data began in 
1992…(but) there is little sign of significantly higher pay growth for 2017. 

 U.K. economic expansion edged higher in the three months through December, posting 0.5% growth, 
compared with 0.4% in the three months through November, according to the National Institute of 
Economic and Social Research's latest estimate released Wednesday. U.K. growth hit its local peak of 
0.8% in the three months through November 2015 on the previous three months before slowing to a low 
of 0.3% in the three months through February. The NIESR data show it running at 0.7% in the three 
months through August 2016 before slowing again. However, overall growth has held up better than 
many forecasters expected in the wake of the June 23 vote to leave the European Union. "Our 
estimates suggest the economy grew by 2% in 2016, in line with the long run potential growth rate of the 
U.K. economy. The composition of economic growth in 2016 has been unbalanced, robust consumer 
spending has compensated for the weakness in other sectors. Consumers face significant headwinds 
this year and next, not least the increase in consumer price inflation that is a consequence of pass 
through from the depreciation of sterling in 2016," James Warren, Research Fellow at NIESR, said. 

 The U.K. trade gap widened in November courtesy of a rise in goods imports, particularly from the 
European Union, but net trade is still poised to exert a positive influence on gross domestic product in 
the final quarter of 2016. The total trade gap ballooned to GBP4.167 billion from GBP1.547 billion in 
October compared with a MNI median forecast of GBP3.6 billion. Total exports rose by 1.5% to a 
record-high GBP47.344 billion in November while imports jumped by 6.9% to GBP51.511 billion – also a 
record in a series stretching back to the beginning of 1998. 

 Industrial production rose in November, Wednesday data showed, courtesy of a rebound in oil and gas 
production while construction-output retreated – leaving both categories on track to exert a minimal 
effect on gross domestic product in the fourth quarter. Total production jumped by 2.1% in November, 
an increase of 2.0% over the same month of 2015 – exceeding a MNI median forecast of a 0.8% rise 
between September and October and a 0.7% increase over October of 2015. Oil and gas production 
rose by 10.3% between October and November as the North Sea Buzzard oil field resumed operation 
after being closed in September.  

 U.K. retail sales were higher in December – rising at a faster pace than the 12-month average, a survey 
released Tuesday showed. The British Retail Consortium reported December like-for-like sales were up 
1.0% on the year and total sales up 1.7%. In the three months through November overall sales were up 
1.8% on a year ago – adding to evidence that household spending held up in the wake up of the June 
23 vote to leave the European Union. "December is the most important trading period of the year and 
with sales across 2016 growing more slowly than the previous year it was all to play for in the final 
month. Despite the slow start to the Christmas trading period, the week itself was a bumper one and 
exceeded expectations. It delivered the majority of sales growth for the month, proving even bigger than 



Schroders Weekly market watch  

 

6 
 

the Black Friday period- which is the reverse of what we saw the year before," Helen Dickinson, Chief 
Executive of the British Retail Consortium, said. 

Europe  (ex. UK) 

 The yield on benchmark 10-year bunds rose to 0.338% last week, up from 0.306% at the previous 
week’s end, as industrial production and exports data presented a rosy economic picture. Hawkish 
comments from U.S. Federal Reserve officials over the expected pace of interest rate rises 
compounded the bearish sentiment.  

 DBRS Ratings Limited Friday downgraded the Republic of Italy's long-term foreign currency rating and 
long-term Local Currency rating to "BBB" with a stable trend from "A." At the same time, DBRS 
confirmed the country's short-term foreign currency rating and short-term local currency rating at R-1, 
also with a stable trend. "The rating action reflects a combination of factors including uncertainty over 
the political ability to sustain the structural reform effort and the continuing weakness in the banking 
system, amid a period of fragile growth," the ratings company said. Following the referendum rejecting 
constitutional changes that could have provided more government stability and the subsequent 
resignation of Prime Minister Matteo Renzi, the company said the "new interim government may have 
less room to pass additional measures, limiting the upside for economic prospects. 

 It took only a few words from Wolfgang Schauble, Germany's Finance Minister, to spark fresh rumors 
that Greece might be forced to sign a fourth bail-out plan, should current talks with the International 
Monetary Fund reach a dead-end. Schauble gave an interview to German newspaper, Suddeutsche 
Zeitung, published Friday, saying that, in theory, the Greek bail-out could continue without the IMF's 
participation. Schauble said should the IMF opt out, then new negotiations with Greece and a new 
approval by the Bundestag will be needed. His statement has concerned the Greek government, fearing 
that a new program will bring a fresh round of talks and possibly additional fiscal measures and further 
drastic reforms. 

 The rebound of industrial production in France should ease fears at the European Central Bank that the 
eurozone's second largest economy is poised to hold back the area's recovery. French IP rose 2.2% on 
the month in November, nearly four times the market consensus and more than enough to make up for 
the two previous months of negative outcomes. France has been of concern to monetary authorities for 
some time. Though progress was made last year, for the most part it has persistently resisted the kind 
of fiscal and structural reforms Europe's central bankers preach tirelessly. 

 German economists demanding the European Central Bank rethink its policy stance mounted a fresh 
broadside over the weekend, but the ECB has started to return fire. The latest salvo from the central 
bank's opponents was launched via weekly newspaper Welt am Sonntag, which reported on Saturday 
that Lars Feld, member of the Council of German Economic Advisors, had called for the ECB to start 
exiting its current policy stance from April. In the same article, IFO institute head Clemens Fuest said 
euro area inflation of 1.5% this year would justify a monthly reduction in asset purchases of EUR10 
billion from April, and that if HICP approaches 2% in the coming weeks, then QE could end completely 
in March. Speaking on Friday in Paris, ECB Executive Board member Yves Mersch took aim at the 
critics. "It is absolutely premature today to claim victory over a weak economy," he said. 

Japan 

 The yield on 10-year JGBs slipped to 0.05% last week, down from 0.056% at the previous week’s finish 
as traders took profits on their bets for a steepening yield curve.  

 The Bank of Japan Friday released the results of its quarterly survey of consumer sentiment and 
inflation outlook conducted between November 10 and December 6. The BOJ's consumer sentiment 
diffusion index for the current climate fell by 1.7 points to -24.8 in December, posting the first drop in two 
quarters after rising 4.2 points in September, as more people said they believe Japan's economic 
growth prospects are declining. The dimmer growth prospects outweighed a slight improvement in 
consumer sentiment on overall economic well-being and income growth. The survey showed more 
people based their judgment on how shopping areas were faring and what news media were reporting, 
compared with three months earlier. 

 The Cabinet Office's monthly Economy Watchers' Survey conducted between December 25 and 
December 31 and released Thursday showed that the sentiment index for Japan's existing economic 
climate was unchanged at 51.4 in December on a seasonally adjusted basis after rising each of the 
previous five months. Higher stock prices supported sales of luxurious goods at department stores while 
some smaller retail stores saw slower household spending. "The sentiment among watchers showed 
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demand for services was stronger than that for goods, showing different year-end spending patterns 
than usual," Cabinet Office director of regional economies Masahiko Tsutsumi said. 

 The Bank of Japan said Wednesday its Consumption Activity Index fell a real 0.2% on a seasonally 
adjusted basis in November for the first drop in three months after gaining 0.6% in October. The index is 
estimated to rise 0.5% on quarter in October-December after rising 0.7% in June-September and falling 
0.1% in April-June. The BOJ's consumption indicator reflects a wide range of sales and supply-side 
statistics on goods and services and helps capture a short-term consumption trend, and it has a close 
correlation to final gross domestic product figures. 

Source: Market News International 
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