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Weekly market watch  
 
As at Friday October 27, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  28438.85 (48.39) 29.29% 22.94% 
India  BSE 30 33157.22 767.26 24.59% 18.78% 
Japan  Nikkei  22008.45 550.81 15.14% 26.95% 
Singapore  STI  3386.44 45.71 16.84% 19.71% 
South Korea  KOSPI  2496.63 7.09 23.20% 23.34% 
Taiwan  WSE 10709.11 (19.77) 15.73% 15.16% 
Shanghai     COMPOSITE 3416.81 38.16 5.18% 9.78% 
Europe 
France  CAC  5494.13 121.75 12.97% 21.19% 
Germany  DAX  13217.54 226.26 15.12% 23.33% 
Italy  FTSE MIB  22665.03 318.18 17.83% 30.06% 
Russia  RTSI  1118.19 (16.26) (2.73%) 12.58% 
UK FTSE 100  7505.03 (18.20) 5.07% 7.42% 
Americas 
Brazil  IBOV  75975.71 (414.81) 26.15% 18.25% 
Mexico  IPC  49209.58 (779.13) 7.81% 2.28% 
Nasdaq  CCMP  6701.26 72.20 24.49% 28.48% 
US  S&P 500  2581.07 5.86 15.29% 21.00% 
US   DOW  23434.19 105.56 18.58% 28.97% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3480 1.3310 1.3830 1.2530 
10 Year OAT 0.7910 0.8620 0.7620 0.4540 
10 Year Bund  0.3830 0.4520 0.4680   0.1700 
10 Year Japan  0.0680 0.0700 0.0590 -0.0520 
10 Year Treasuries  2.4070 2.3845 2.3103 1.8536 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.25 4.00 3.50 
Canada  3.20 2.70 2.70 
Japan  1.48 1.48 1.48 
Britain  0.25 0.25 0.25 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.50 1.50 
Hong Kong  5.25 5.25 5.25 

% change is for indication only; local currency except where stated. 
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Equity Markets 
US 

– U.S. markets powered to another record high last week, their 50th of the year, lifted by better-than-expected earnings 
from tech giants including Amazon, Microsoft, Intel and Alphabet, which added $150 billion to their combined market cap 
in Friday trade. Wider third-quarter earnings also provided solid support amid strong economic data, including a rosy 
U.S. third-quarter GDP report that suggested the global economy is continuing to accelerate. The Dow Jones added 
0.45% over the week to close at 23,434.19, the S&P 500 rose 0.23% to end at 2,581.07, while the Nasdaq was up 1.09% 
at 6,701.26. 

– Pharmacy retailer CVS Health announced Thursday that it had held management talks regarding a potential tie-up with 
health insurer Aetna, after a report that Amazon had secured wholesale licenses in at least 12 U.S. states to a 
prescription drug distributor. The mooted partnership could create a titan of prescription drugs, combining the third-
biggest U.S. health insurer with CVS’s business negotiating medicine prices with pharma groups, and its 10,000 
drugstore outlets. Speculation suggests the move may be a direct response to Amazon’s moves to apply for drug-related 
licenses, as well as its moves to hire healthcare industry executives in recent months.    

– Alphabet said Thursday that third-quarter revenue rose 24% on year to $27.8 billion, beating expectations and 
outstripping its previous record quarterly revenue of $26.1 billion. Google ad sales accounted for 87% of that revenue, 
indicating that brands are still willing to place adverts on properties like YouTube despite brand safety concerns. 
Hardware sales, cloud services and subscription sales of YouTube TV and Google Play music made up the remainder. 
Revenue growth was driven by mobile search, programmatic advertising and rising smartphone use in Asia. Profit rose 
35% on year to $7.8 billion, sending shares above $1,000 a piece. 

– Amazon shares rose strongly Thursday after the retailer reported that third-quarter sales climbed 34% on year to $43.7 
billion, topping Amazon’s own estimates. Net income edged up to $256 million from $252 million a year earlier. Costs 
were also up 35% as Amazon continued its high-investment, low-profit approach. Whole Foods booked $1.3 billion in 
revenue, representing just a month of sales since its acquisition on Aug. 28. Amazon also forecast fourth-quarter sales to 
expand up to 38% to reach $60.5 billion, though margin pressure is expected to continue amid an ongoing promotion and 
price war with rival Walmart. 

– Boeing shares fell Wednesday after the company reported a $329 million charge on its KC-46 refueling tanker program, 
which pared gains in its quarterly profit margins. The core operating margin rose 9.8% in the third quarter, up from 9.2% 
in the year earlier period, as Boeing raised its forecast for full-year operating cash flow to $12.5 billion from $12.25 billion. 
It also raised its forecast for core earnings per share by 10 cents to $9.90 to $10.10, driven by strong demand for air 
travel and its 737 narrow body jets. Boeing also said it will not change its strategy in light of the partnership agreed the 
previous week between Airbus and Bombardier to manufacture the latter’s C Series narrow body jets. 

– Netflix raised $1.6 billion in its largest-ever bond sale Monday in a deal that will help finance its commitment to spend $7-
8 billion on original content next year. Netflix is in expansion mode after stronger-than-expected third-quarter subscriber 
growth. Netflix is doubling down on producing its own shows and movies after content partners such as Walt Disney 
ended their licensing agreement with the streaming service. The 10.5-year bonds carried a yield of 4.785%, slightly 
higher than the yield on the company’s existing outstanding debt of 4.4%, as the sale was launched into a market that 
has shown greater appetite for fixed-income assets. 

UK 

– London stocks lost ground last week, as a strong pound, and its damaging effect on the currency conversions of UK-
listed multinationals, created headwinds that offset a better-than-expected third-quarter GDP print. The FTSE 100 
dropped 0.24% over the week to finish at 7,505.03. 

– UBS said Friday that it is increasingly unlikely that it will move 1,000 jobs out of London after it received unspecified 
regulatory and political clarifications. The bank said it will do its utmost to keep as many roles as possible in the British 
capital, and that it would finalize its Brexit plans in the next few weeks. The Swiss lender had initially warned than up to a 
fifth of its 5,000 London staff may have to move to Frankfurt because of the UK’s potential loss of access to the common 
market. At the same time, UBS reported third-quarter group-wide profits rose 16% on year to $15 billion.  

– Barclays shares fell the most since the period immediately following the Brexit referendum Thursday after the bank 
posted its worst trading performance since the start of boss Res Staley’s tenure two years ago. Third-quarter revenue 
from trading stocks, bonds and currencies dropped 31% to GBP977 million, against an industry average fall of about 
15%. Staley, who said a lack of volume and volatility had hit the lender hard, now faces extra pressure to convince 
investors of the viability of his strategy to drive growth through an expansion of the investment banking arm, long 
Barclays’ least profitable unit. 
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– GlaxoSmithKline shares dropped Wednesday on concerns that interest in buying Pfizer’s $14-billion over-the-counter 
drugs business could put its dividend payment at risk, particularly after chief executive Emma Walmsley refused to rule 
out the possibility. GSK is also thought to be considering Merck’s business in the same sector, with a decision on a 
potential sale expected to be reached at the German drugmaker by year-end. GSK said third-quarter revenue rose 11% 
on year to GBP7.8 billion, with sales up 3% on a constant exchange rate basis, driven by pharmaceuticals and consumer 
healthcare. Adjusted profit before tax climbed 7% on year to GBP2.3 billion, beating estimates. 

– Whitbread shares slipped lower Tuesday after the operator of Premier Inn reported a sharp slowdown in revenue growth 
at the hotel chain, as revenue per available room dropped 1.8% in the six months to end-August. The weak results came 
despite a record summer influx of foreign visitors to Britain tempted by the weak pound. Whitbread’s underlying pretax 
profit was up 6.7% on year to GBP 328 million on revenue up 7.4% to GBP1.67 billion. The top line growth was driven by 
the opening of more than 2,000 new Premier Inn rooms and 108 new Costa store openings in the UK. Revenue at the 
coffee house was up 8.3% at GBP542 million on healthy uptake of its breakfast and lunch ranges. 

– Spire Healthcare announced Monday that it had rejected a takeover offer from its largest shareholder, London-listed 
South African group Mediclinic International, because the GBP1.2-billion approach undervalued its private hospital 
operation business. The terms valued Spire at a 30% premium to its closing price before the offer was lodged. Spire 
shares rose 12.3% in morning trade after the announcement. Mediclinic holds 29.9% of Spire, which operates 39 
hospitals, 10 clinics and two cancer centers in the UK. Mediclinic may have felt Spire was vulnerable after its share price 
tumbled following the announcement of weak results related to payment of claims lodged by patents subjected to 
unnecessary operations by convicted former surgeon Ian Paterson. 

Europe (ex. UK) 

– European stocks advanced last week, nearing a five-month high during morning trade Friday, lifted by the buoyant U.S. 
tech earnings as well as the European Central Bank’s decision to continue providing monetary stimulus well into next 
year despite having announced its intention to halve the amount of monthly bond buys to EUR30 billion in January. The 
Eurofirst 300 put on 0.8% over the week to reach 1,546.67. 

– Deutsche Bank reported Thursday that third-quarter trading income fell 30% on year to EUR1.5 billion, on weak trading 
in credit and emerging-market products, and equity derivatives. Chief executive John Cryan said in an interview with 
Financial Times that he was committed to staying in his role for another three years, though investors may be 
considering whether they want to see him persist with his turnaround strategy given shares are valued at barely half their 
worth when he took over in July 2015. 

– Telefónica said Thursday that quarterly revenue dipped 2.5% on year to EUR12.7 billion, driven by cuts to mobile 
roaming revenue following an end to charges across the European Union introduced this summer. Foreign exchange 
movements also eroded performance, as quarterly operating profit declined 1.9% on year to EUR4.1 billion. The Spanish 
telecoms firm said revenue would have risen 5% without the cut to roaming fees as the company continued to expand 
aggressively in Brazil, and reported revenue rose 1.1% in the UK, though operating income was off 4.7% at GBP370 
million. 

– Philips said Monday that third-quarter EBITA profit rose 12% on year to EUR532 million, driven by higher volumes and 
productivity savings, as well as booming sales in China—particularly for its electronic toothbrushes. Sales in the third 
quarter were up 4% on year overall at EUR4.1 billion, with its Connected Care and Health Informatics businesses 
proving the strongest performers, as North America reported flat sales and Western Europe booked a 6% decline. Philips 
said it remains on track to meet its full-year targets. 

– EN+, the aluminum and hydropower business owned by Russian metals tycoon Oleg Derpaska, said Monday that it is 
targeting a valuation of $1.5 billion in an initial public offering in London slated for November. The float, the first Russian 
company to go public in the UK since the Ukraine crisis, will price shares at between $14-$17 for a valuation of up to 
$8.5 billion. The deal is seen as a key gauge of Western investor sentiment towards Russia’s long-term prospects 
following the imposition of sanctions against Vladimir Putin’s government in 2014. Proceeds are earmarked to pay off 
debt, and the $1.5 billion worth of shares that may already have been pre-booked by CEFC China Energy and the Qatar 
Investment Authority, will represent 15.8%-18.8% of EN+’s registered capital. 

Japan 

– Tokyo stocks notched a 21-year high last week, lifted by a strong rise in U.S. Treasury yields that is fueling appetite for 
banking stocks. Exporters also provided rich pickings as a softer yen boosted the outlook for overseas sales. Japan's 
Nikkei 225 Index advanced 2.57% over the week to close at 22,008.45. 

– Fujitsu confirmed Thursday long-heralded talks over a tie-up with China’s Lenovo Group over cooperating on the design 
and production of PCs, and that it intended to retain its brand whatever the outcome of the discussions. Fujitsu President 
Tatsuya Tanaka said that scale was the key contributing factor to countering costs on a global basis, and a joint 
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statement indicated the two companies were exploring the possibility of drawing financial support from the Development 
Bank of Japan. At the same time, Fujitsu said its second-quarter operating profit more than doubled to Y37.1 billion.  

– Toyota Motor said Wednesday that it is nurturing “game-changing” solid state battery technology but will maintain its 
commitment to making hydrogen-powered fuel-cell cars. The automaker plans to unveil a new pure electric vehicle in the 
early 2020s, complete with solid-state batteries that reduce the long charge times currently required. Toyota also 
unveiled a series of new models, including two new fuel-cell vehicles and a relaunch of its iconic Century luxury car, 
positioned as a challenger to Bentley. 

– Toshiba Corp. said Monday that it expects to book a net loss of Y110 billion in fiscal 2017, partly reversing a prior 
forecast for a profit of Y230 billion, after accounting for taxes related to the divestment of its memory chip unit in April. 
However, the calculation does not include gains expected from its Y2 trillion sale of the NAND flash memory chip unit, as 
the sale agreed last month to a group led by Bain Capital has yet to receive regulatory approval. The race is now on to 
secure that approval within six months or Toshiba risks de-listing from the Tokyo Stock Exchange because it will close 
the year with negative net worth two years running. 

Asia-Pacific (ex. Japan) 

– Mainland Chinese stocks rose last week as a new leadership lineup was unveiled at the end of the 19th Communist Party 
Congress to preside over the country for the next five years, a move notable for the absence of an obvious successor to 
President Xi Jinping. Investors embraced the prospect of a period of stable rule, sending the Shanghai Composite Index 
up 1.13% over the week to settle at 3,416.81. 

– Hong Kong stocks fell last week, hampered by signs of tight liquidity attributed to the prospect of another U.S. rate hike 
before the end of the year. Profit taking early in the week also weighed before appetite rebounded on the back of strong 
quarterly earnings. The Hang Seng Index lost 0.17% over the week to end at 28,438.85. 

– Taiwan stocks retreated last week, with traders concerned that the winding down of the ECB’s bond buying program may 
stymie foreign fund inflows, leading to weakness in the Taiwan dollar and consequent profit taking on fears that currency 
traders will abandon the local currency. The Taiex Index fell 0.18% over the week to end at 10,709.11.  

– Seoul stocks ticked higher last week, boosted by signs of a thaw in ties with China that proved a boon for consumer and 
tour-related issues. Chinese tour companies indicated they would resume selling tours to South Korea, which had been 
unofficially banned since a standoff between the two counties over the deployment of the U.S. THAD missile defense 
system. Earnings releases from auto companies including Kia and Hyundai also lifted sentiment. South Korea's Kospi 
rose 0.28% over the week to close at 2,496.63.  

– Singapore picked up last week, as strong earnings provided momentum for heavyweight issues and September industrial 
production data surprised on the upside. The Straits Times Index was up 1.37% for the week at 3,386.44.  

Emerging Markets 

– Brazil stocks lost ground amid a volatile week for emerging markets linked to the prospect of higher borrowing costs due 
to rising U.S. Treasury yields. Investors sold on the back of a decision by the central bank to cut the benchmark interest 
rate by 75 basis points rather than 100 as it slowed the pace of monetary easing. The Bovespa was off 0.54% for the 
week at 75,975.71.  

– Mexico stocks also traded in the red last week, weighed down by weak earnings among bellwether stocks including 
America Movil, which posted a third-quarter net loss of $525 million. The IPC was down 1.56% for the week at 
49,209.58. 

– Indian equities moved higher last week, lifted by financial issues on the back of the announcement of a plan to re-
capitalize the nation’s public sector banks. Buying of oil and gas stocks also provided support as crude prices turned 
higher. The BSE 30 climbed 2.37% over the week to close at 33,157.22.   

– Russian stocks fell after the country indicated it would play along with crude oil production cuts and as U.S. tech giants 
including Twitter announced they would reject state-backed advertising from Russia as the U.S. gears up to clean house 
following revelations over Russia attempts to influence the outcome of the last presidential election. The RSTI lost 1.43% 
over the week to finish at 1,118.19. 

Alternative Assets 

– Crude oil prices rose last week, with the global benchmark cresting above $60 per barrel for the first time in more than 
two years, and U.S. futures finishing at their highest level in near eight months. Expectations for a deal among the 
Organization of the Petroleum Exporting Countries and other major produces to cut output through to the end of the year 
offered support. The deal is expected to be struck at a meeting in Vienna on Nov. 30. Saudi Arabia and Russia this week 



 

 Weekly market watch 5 

 

voiced support for extending output cuts through to March 2018, which along with data showing a downswing in U.S. 
crude stockpiles helped stoke traders’ appetite for the commodity. Benchmark U.S. crude reached a six-month high as it 
jumped 4% over the week to settle at $53.90 a barrel in New York. Brent crude, used to price international oils, rose 
4.7% over the week to a two-year high of $60.44 a barrel in London.  

– Gold prices declined last week as upbeat economic data and strong equities performance offered support to the dollar. 
The passage of a budget resolution by the U.S. House of Representatives that clear the way for consideration of an 
aggressive tax cut plan also lifted the greenback. Also in play was the potential appointment of Federal Governor Jerome 
Powell as the next central bank chairman, a move viewed as positive given his preference for maintaining low interest 
rates. December gold dropped 0.7% over the week to close at $1,271.80 per troy ounce.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 2.407% last week from 2.3845% at the previous week’s close, 
having touched its highest level since 2008 on the back of a trifecta of hawkish possibilities for government debt: the 
appointment of a less dovish Federal Reserve chief, the announcement of the ECB’s decision to slash its bond buying 
program, and the upcoming Bank of England policy meeting next week that could see interest rates raised for the first 
time in a decade.    

– Third quarter GDP rose 3.0%, according to the advance estimate, stronger than the 2.7% pace expected, with growth led 
by a stronger gain in inventories, a narrower trade gap, and positive gains for personal consumption expenditures (PCE) 
and non-residential fixed investment despite a decline in structural investment, data released Friday by the Bureau of 
Economic Analysis show. The core PCE price index, the Federal Reserve’s preferred inflation measure, rose 1.3% in the 
third quarter after a 0.9% increase in the second quarter. On a year/year basis, third quarter core PCE prices were up 1.3% 
from a year earlier following a 1.5% year/year rise in the second quarter and a 1.8% year/year gain in the first quarter. 
The third quarter year-on-year pace was the slowest since the fourth quarter of 2015. The overall GDP price index was 
up 2.2% in the third quarter after 1.0% pace of growth for the second quarter, stronger than the 1.8% gain expected. The 
BEA acknowledged the devastation from the hurricanes during the quarter, but said it could not quantify the exact impact 
on the data. It noted that Hurricane Maria affected Puerto Rico and the Virgin Islands, which are not included in GDP 
estimates. 

– Initial claims U.S. state unemployment benefits rose by 10,000 to 233,000 in the October 21 week, below the 235,000-
level expected, data released by the Labor Department Thursday show. Claims from the October 14 survey week was 
revised up by 1,000 to 223,000, showing the hurricanes effect has continued to disappear from the data. The four-week 
moving average for initial claims, a better measure of the underlying trend of the data, fell by 9,000 to 239,500 in the 
October 21 week. If the number of headline claims does not change next week and there are no revisions to data from 
the past four weeks, the four-week average will fall by 6,250 as the 258,000 level in the September 30 week rolls out of 
the calculation. 

– The pace of new single-family home sales increased sharply in September by 18.9%, the largest percent gain since 
January of 1992, to a 667,000 seasonally adjusted annual rate, the highest level seen since October 2007, following 
modest upward revisions to the sales pace in the previous two months, data released by the Commerce Department 
Wednesday show. The sales pace came in well above expectations of 555,000, based on an MNI survey of economists. 
The supply of new homes for sale was unchanged at 279,000 in September. Based on the movements in sales and 
supply in September, the month’s supply fell 16.7% to 5 months from 6 months in August, falling below the 5.1 months’ 
supply a year ago. 

– The value of U.S. durable goods new orders rose 2.2% in September, well above expectations for a 1.1% increase, as 
transportation orders rose 5.1%, and new orders excluding transportation orders posted a 0.7% gain, data released 
Wednesday by the Commerce Department show. The rise in new orders excluding transportation was slightly ahead of 
the 0.5% gain expected and reflected mixed components. There were gains for fabricated metal products, computers 
and electronics, and the "all other durable goods" category. Those gains offset the declines in electrical equipment, 
primary metals and machinery. Nondefense aircraft and parts new orders saw a 31.5% rise in September after a 33.5% 
rise in August, and a 71.1% decline in July. Meanwhile, defense aircraft and parts rose 2.4%. Motor vehicles orders saw 
a 0.1% increase. In addition, transportation orders excluding motor vehicles and aircraft rose 8.4%, according to an MNI 
calculation. 

– The October 2017 Business Conditions Survey showed some softening to the third quarter business environment, a new 
survey from the National Association of Business Economics showed Monday. However, the survey showed a tension 
between near term slowdown and longer term optimism, NABE Survey Analyst Julia Coronado told MNI. Sales and profit 
margins for the third quarter received softer reports from the 85 members surveyed on business conditions in their firms 
or industries, compared to July's survey findings. However, this did little to stifle optimism for 2018, as 84% of 
respondents expect GDP growth to be above 2% in the next four quarters, which Coronado attributes partially to a 
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potential optimism bias by firms, but also due to what she described as a global economic "sweet spot.” The October 
survey showed a slip in the number of firms reporting gains in sales in the third quarter, down to 46%, while the 
percentage reporting falling sales climbed to 22%. The finance, insurance, real estate (FIRE) sector and the 
transportation, utilities, information, communications (TUIC) sector saw the largest share of rising sales, as the goods-
producing sector continued its decline since the April report. But, showcasing a potential optimism bias, over 50% of 
panelists from both good-producing and FIRE sectors expect sales to rise in the next three months. 

UK 

– The yield on 10-year Gilts rose to 1.348% last week, up from 1.331% at the previous week’s finish, as a stronger-than-
expected third-quarter GDP release lifted expectations for an interest rate rise in November.  

– UK growth accelerated modestly in the third quarter, courtesy of solid service sector growth and a rebound in auto 
production. Gross domestic product rose by 0.4% in the third quarter of 2017, according to preliminary data released on 
Wednesday, above the median MNI forecast of a 0.3% gain, and up from the 0.3% pace recorded over the second three 
months of the year. On an annual basis, GDP rose by 1.5%, above the MNI median of 1.4%, matching the 1.5% pace of 
the second quarter, which was the slowest since the first quarter of 2013. The outturn exceeds Bank of England staff 
forecast of a 0.3% expansion, as reported in the August Quarterly Inflation Report and affirmed in minutes of the 
September meeting of the Bank's Monetary Policy Committee. The dominant service sector expanded by 0.4% in the 
third quarter of 2017, matching the increase of the second quarter, accounting for 0.3 percentage points of total growth. 

– October retail sales growth fell back sharply from last month's two-year high, hitting the lowest level since the height of 
the financial crisis, according to the CBI Distributive Trades survey published Thursday. A net 36% of retailers reported a 
fall in sales volumes in the October survey, significantly undershooting expectations made in September. It was the 
lowest pace of growth since March 2009 (down44%). October's result contrasts greatly from September's net gain of 
42%. The headline index has proven to be erratic in recent months; prior to September's high, the index sat at a 14-
month low of -10. The expected sales volume balance for November, just a month before the peak Christmas period, 
was +3%. 

– The UK industrial order book growth cooled in the three months through October, the CBI Industrial Trends survey 
showed. The total new orders balance fell to a net gain of 6% in the October survey from 14% in July while the domestic 
orders balance dropped to a net surplus of 5% from 19%. Export order growth exceeded domestic order growth but still 
eased to a gain of 12% from 17% in the quarterly survey. The quarterly output volume balance dropped to a gain of 14% 
from 31% and growth in numbers employed edged lower to plus 16% from 18%. 

– Italy's government continues to hope for a "soft" Brexit and is confident, despite the wearing negotiations underway, 
London will eventually come to terms with the European Union and strike a balanced trade partnership that will benefit 
both sides, senior officials told Market News Thursday. Giampaolo Galli, Democrat member of the Lower House budget 
committee, believes the best solution would be for the UK to remain as "close to the EU's common market as possible," 
through the creation of a free trade area with a set of clear rules regulating commercial ties with Brussels. "It would be 
catastrophic and unimaginable if the UK ultimately opts to abide to international trade rules within the World Trade 
Organization. This is the worst-case scenario of a very hard Brexit," said Galli. It would not just translate into higher 
import duties for London, but it would be like if Europe were trading with distant, and deeply different, countries such as 
China and Australia," he added 

– David Davis, UK Secretary of State for Exiting the European Union, said Thursday that if all goes as planned in 
negotiations parliament will get to vote on the EU exit deal before March 2019, and once again emphasized that there 
cannot be a vote if there is no deal to vote on. Responding to an urgent question following confusion after Davis' 
comments at a parliamentary committee yesterday, Davis said his comments had been misconstrued and that he merely 
said it was "possible" that the vote in parliament could come after exit Davis referred to the Department of Existing the 
European Union (DeXEU) statement yesterday released after the Prime Minster also faced questions on the subject in 
the commons. "We are working to reach an agreement on the final deal in good time before we leave the EU in March 
2019. Once the deal is agreed we will meet our long-standing commitment to a vote in both Houses and we expect and 
intend this to be before the vote in the European parliament and therefore before we leave," said the DeXEU statement. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to 0.383% last week, down from 0.452% at the previous week’s finish, as the 
market digested the ECB’s announcement that it would halve its bond buying program to EUR30 billion in January but 
continue monetary stimulus at least until the end of September 2018, in turn knocking the wind out of the euro.  

– European Central Bank President Mario Draghi on Thursday outlined the next step to reduce the Bank's EUR2.3 trillion 
monetary expansion via the asset purchasing plan, as an improving economy is starting to open some space to adjust 
the extremely loose policy. However, he struck a dovish tone, underlining that the Governing Council still doesn't see 
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"encouraging" signs in wage growth and inflation. He stressed that there is still "a large amount of uncertainty" and added 
that the decision about the asset-buying plan "is for an open-ended program and it is not going to stop suddenly.” The 
"large majority" of the Governing Council expressed its preference to keep it open-ended, he said and acknowledged that 
"a few" members argued in favour of an intended end date for balance sheet expansion. Starting in January next year, 
the ECB will halve the current monthly amount to EUR30 billion, with purchases announced until the end of September 
2018 "or beyond, if necessary, and in any case until the Governing Council sees a sustained adjustment in the path of 
inflation consistent with its inflation aim," Draghi said. The size and scope of the extension was widely expected among 
observers. The main interest rates were kept on hold. 

– Business confidence in Germany rebounded in October following two consecutive months of declines, data released by 
the Ifo Institute on Wednesday show. The Munich-based institute’s business climate index, which surveys some 7,000 
firms, rose to 116.7 in October, beating consensus forecasts and up from 115.2 the previous month, suggesting Europe’s 
largest economy began the fourth-quarter on a solid footing. 

– Italy's two recent victories in regional referendums in Lombardy and Veneto are set to fuel political tensions and 
instability ahead of the next general election, with the risk of creating a domino-effect for other regions seeking greater 
autonomy from a "weakened" government, several top politicians told Market News Wednesday. These politicians worry 
that the country's national unity could be at stake in the future. Even though neither of the two referendums aimed for 
independence purely and simply in the way Catalonia's did the high voter turnout risked boosting separatist stances in 
the long run and turning "local autonomy" into a core national electoral issue for many years ahead. "We're facing 
Spain's same political dynamics, even if on a smaller scale at the moment. Rising populist stances across Europe are 
fueling localisms that want a greater role of smaller, local communities within nations to have more freedom to handle 
taxes as they wish and approve their own laws", said Democrat deputy Emanuele Fiano, member of the Lower House 
constitutional affairs committee. 

– The European Central Bank said Monday that it still sees the need to address problems resulting from non-performing 
loans in the European banking sector. "The legacy of the [financial] crisis is still visible in structural deficiencies," the ECB 
said in its report on financial structures. "Although the median nonperforming loan (NPL) ratio continued to decline in 
2016, NPLs remain persistently high in a number of countries and have increased further in some cases. This highlights 
the need to further address the problem in order to free up bank capital, facilitate credit growth and support economic 
recovery," the bank noted. The profitability of the euro area banking sector remained "relatively low" in 2016 as structural 
inefficiencies continued to hamper profitability in many countries, according to the report. 

Japan 

– The yield on 10-year JGBs slipped to 0.068%, down from 0.07% the previous week, as the landslide victory for Japanese 
Prime Minister Shinzo Abe at last weekend’s elections reinforced support for Japan’s hyper-loose monetary policy. 

– Japanese consumer inflation is stagnating below 1% due to discount sales at supermarket chains and the lingering effect 
of competition between mobile telephone carriers, and the slow pace will continue into next year as support from higher 
energy prices fades. Core CPI, which excludes volatile fresh food prices, rose 0.7% on year in September, with the pace 
of increase unchanged from that in August, data released Friday showed. The September result was weaker than the 
MNI median forecast for 0.8%. Energy prices rose 7.6% on year in September after rising 7.0% in August while the 
prices for processed food including alcoholic beverages gained 1.0% after a 0.9% increase the previous month. Partly 
offsetting these increases, mobile communications fees fell 5.4% in September, the same pace of decline as in August, 
indicating their negative contribution may be peaking. Going forward, the base-year effect of higher energy prices will 
fade and keep the CPI rise under 1%. 

– The Japanese government on Wednesday left its economic assessment for September unchanged for the fourth straight 
month, repeating that the domestic economy remains "in a moderate recovery," while noting imports are showing 
temporary weakness. The government also left unchanged its assessment of consumption, capital investment, exports 
and industrial production. In June, the government revised up its overall economic assessment for the first time in six 
months. Looking ahead, the government maintained its outlook that the economy will continue "recovering moderately," 
backed by improvement of labor and income conditions and the effects of fiscal spending. It also repeated the risks to its 
outlook, citing uncertainty in overseas economies and the effects of fluctuations in financial and capital markets. 

– More than four years of aggressive easing by the Bank of Japan has not caused any overheating in the economy or 
financial system but the profitability of lenders remains low because there are too many of them, the central bank said in 
its biannual Financial System Report released Monday. "No imbalances in financial and economic activities can be 
observed on the whole while the funding conditions for the nonfinancial private sector have been highly accommodative," 
the central bank said. "The real estate market does not seem overheated on the whole, although transaction prices 
remain high in some places such as the Tokyo area. "The assessment was largely unchanged from the BOJ's previous 
report issued in April. 

– Japan's ruling coalition retained a majority in the Lower House in Sunday's election, based on exit polls from public 
broadcaster NHK and other media, as the opposition was fragmented and voters preferred the status quo of lukewarm 
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economic recovery and no drastic structural reforms. Stormy weather in much of the country is believed to have led to a 
low voter turnout, making it easier for incumbents to win votes. With the economy on a prolonged modest recovery track 
amid slow wage hikes, voters sought stability instead of looking for change from the current environment. In addition, the 
two main oppositions parties didn't have enough time to develop specific policy targets and drum up voter support 
because they were created just a few weeks before the election, failing to challenge the dominance of the Liberal 
Democratic Party led by Prime Minister Shinzo Abe. While Abe has failed to deliver on his campaign promise in late 2012 
to boost inflation to a stable 2% within a few years, he has also stolen the political show from opposition parties in recent 
elections by giving top priority to supporting working families with children and seeking equal pay for equal work. The 
election results also mean the ruling coalition is edging closer to starting debate in parliament for Prime Minister Abe's 
pet project to rewrite the post-war pacifist constitution to allow the government more military leeway. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

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. 


