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Weekly market watch  
 
As at Friday December 8, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  28639.85 (434.39) 30.20% 25.27% 
India  BSE 30 33250.30 417.36 24.94% 24.56% 
Japan  Nikkei  22811.08 (7.95) 19.34% 21.56% 
Singapore  STI  3424.64 (24.90) 18.16% 15.74% 
South Korea  KOSPI  2464.00 (11.41) 21.59% 21.32% 
Taiwan  WSE 10398.62 (201.75) 12.37% 10.91% 
Shanghai     COMPOSITE 3289.99 (27.63) 1.27% 2.32% 
Europe 
France  CAC  5399.09 82.20 11.02% 14.22% 
Germany  DAX  13153.70 292.21 14.57% 17.98% 
Italy  FTSE MIB  22773.80 667.70 18.40% 23.58% 
Russia  RTSI  1119.54 (13.06) (2.62%) 2.34% 
UK FTSE 100  7393.96 93.47 3.52% 6.67% 
Americas 
Brazil  IBOV  72731.84 467.39 20.76% 19.87% 
Mexico  IPC  47572.86 307.56 4.23% 2.62% 
Nasdaq  CCMP  6840.08 (7.51) 27.07% 26.26% 
US  S&P 500  2651.50 9.28 18.43% 18.04% 
US   DOW  24329.16 97.57 23.11% 24.03% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.2790 1.2330 1.2250 1.3820 
10 Year OAT 0.6330 0.6070 0.6960 0.8090 
10 Year Bund  0.3070 0.3050 0.3260   0.3820 
10 Year Japan  0.0450 0.0300 0.0190 0.0440 
10 Year Treasuries  2.3770 2.3620 2.3150 2.4080 

 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  0.50 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 

– Two out of the three main benchmark indices recorded weekly gains after a monthly non-farm labor report showed the 
economy created 228,000 jobs in November, exceeding consensus estimates by around 20,000. The Dow Jones 
Industrial Average increased 0.40% to close on 24,329.16. The S&P 500 closed up 0.35% to 2,651.50. The Nasdaq 
ended the week down 0.11% to 6,840.08.  

– Warner Music Group announced Wednesday a 10% year-on-year rise in sales to $3.6 billion for the year ending 
September 30 on the back of a 25% increase in streaming sales. Warner reported a second-successive rise in annual 
sales but a wider operating loss in the fourth quarter at $38 million.   

– Ford laid out plans Tuesday to further engage in the world’s largest car market by pledging to launch 15 new electric 
models in China by 2025. Beijing has offered generous subsidies to consumers purchasing electric vehicles, which 
helped drive a 50% year-on-year increase in 2016 sales to more than half a million units. The subsidy was partially rolled 
back this year but other incremental incentives are in place—or being phased in—for the longer term to dissuade 
automakers from manufacturing internal combustion models for sale in the country. To that end Ford announced in 
November it had established a new joint venture with Anhui Zotye Automobile. Ford shares closed the week down 0.32% 
at $12.65.    

– Sage Therapeutics recorded a one-day gain in excess of 72% Thursday after reporting preliminary data on a human drug 
trial for depression. A Phase II trial involving 89 adults with moderate-to-severe depression recorded statistically 
significant improvements at 14 days with no safety concerns. The drug, known as Sage 217, has a novel mechanism of 
action and has the potential to offer clinicians a new means of treating depression. The stock closed the week at 
$167.34—up 78.02% on the previous trading period.  

– Apple could acquire music recognition service Shazam as early as next week, according a report late Friday in the 
Financial Times. Shazam reported GBP40.3 million in revenue in 2016 but has lost value from the $1 billion implied by a 
2015 capital raising. The FT report indicates the UK-based company, whose app has been downloaded onto more than 1 
billion smartphones, could be valued in the hundreds of millions of pounds. That would mark Shazam as something of an 
exception for Apple, which ordinarily limits itself to buying smaller smart-ups. 

– Boeing will not sell 18 fighter jets to Canada, it emerged Friday, in the clearest sign yet that the trade spat between 
planemaker Bombardier and Boeing over tariffs has affected national defense procurements in addition to altering 
strategic balance in the industry. The Canadian government has repeatedly threatened to cancel purchase of the 18 
Super Hornet jets after Boeing lodged a complaint with U.S. trade authorities, which led to a hike in tariffs of 300% on 
Bombardier’s flagship C-Series aircraft. In response, Bombardier sold a majority stake in the C-Series program to rival 
Airbus to leverage the Toulouse-based company’s additional resources. Boeing issued a statement late Friday 
emphasizing the decision would cost jobs in Canada, but that the company would seek “productive ways to work 
together in the future.” Boeing shares closed up 5.56% to $285.90. Bombardier advanced 3.91% to close at CAD3.19.    

UK 

– The FTSE 100 recorded a strong gain to close Friday up 1.28% to 7,393.96 after a turbulent week dominated by Brexit 
negotiations. The London benchmark fell mid-week after the main Unionist party in Northern Ireland sank the UK 
government’s initial proposal on the Irish border before surging at the close after Prime Minster Theresa May and the EU 
reached agreement.    

– Shares in pub and hotel firm Whitbread closed the trading period up 12.02% at 3,999.23 pence after jumping by more 
than 7% on Wednesday. The shares advanced after Sachem Head Capital Management, led by activist investor Scott 
Ferguson, disclosed to regulators it had acquired 6.2m shares in contracts for difference.    

– Cineworld said Tuesday it had agreed terms to acquire U.S. Regal Entertainment for $3.6 billion to create the world’s 
second-largest largest cinema chain. The reverse takeover will see the FTSE 250 company paying $23 per share, a 
premium of 13% on Regal’s share price at the close on Monday. Cineworld said the acquisition would be funded by a mix 
of debt and a rights issue to raise $1.7 billion. Majority investors in both companies have agreed to the deal, with the 
Greidinger family, the largest investor in Cineworld, saying it would subscribe in full to the rights issue. The deal will 
create a combined entity with 9,500 screens worldwide. Cineworld shares closed down 5.07% at 524.95 pence.   

– Insurance and travel group Saga announced a profit warning Wednesday leading to a 25% fall in the company’s share 
price. Saga, which offers tours and insurance to people aged over 50, is restructuring away from underwriting to a broker 
model and has seen costs rise in its travel division due to inflationary pressures caused by the collapse this year of 
Monarch, the UK airline from which it used to buy its flights. Saga revised down its full-year profit forecast to an increase 
of 1-2%, half the level previously expected. Looking ahead to 2018, the company said profits would decline 5% year on 
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year compared with a previous target of 7% growth. Shares in Saga closed the trading period down 26.27% at 135 
pence. 

– Housebuilder Berkeley helped drive UK property developers higher on the UK bourse after revising its full-year forecasts 
upwards Friday. Berkeley reported half-year pre-tax profits up 36% year on year to GBP533.3 million while revenues 
advanced GBP200 million to GBP1.6 billion. For the next five years (beginning May 2016) the company revised up its 
pre-tax profit forecast to GBP3.3 billion from GBP 3 billion as widespread concern over demand for London real estate 
after the country’s Brexit vote in 2016 eased. Berkeley shares closed the week up 8.36% at 4,168.79 pence. 

– London-based music service Spotify and Chinese tech giant Tencent are to acquire a 10% stake in each other as the 
Chinese conglomerate continues its acquisition program and the Spotify seeks a way into China’s closed but fast-
growing music market. Spotify reports around 60 million paying subscribers out of a total of 120 million users. China has 
three main music streaming apps, which boast 500 million active users, but only 15 million pay for the services.    

Europe (ex. UK) 

– The Eurofirst 300 closed the week up 1.54% at 1,531.37.85 points.  
– Shares in Frankfurt-listed Steinhoff international collapsed 86.09% over the trading period and recorded a one-day drop 

of 60% on Wednesday after the prosecutor’s office in the German state of Lower Saxony said it had opened an 
investigation into the company. A statement from the prosecutor said the premise for the investigation was that Steinhoff 
had reported inflated revenue to increase its book value. Chief executive Markus Jooste departed suddenly Tuesday 
after 17 years at the helm and apologized Friday for “some big mistakes”. Steinhoff said it had retained PwC to review its 
accounts.   

– BASF and DEA announced agreement over the merger of the former’s Wintershall energy unit into a new unit DEA 
Wintershall, a deal expected to be worth EUR12 billion. The combined entity holds oil reserves amounting to 2 billion 
barrels and current production of around 600,000 barrels per day. BASF will own more than 60% of the new vehicle, 
which the companies expect to float in the medium term.   

– Chinese state-owned semiconductor manufacturer Tsinghua Unigroup boosted its stake in Apple supplier Dialog 
Semiconductor to 7.1%. Shares in Dialog, which is listed in Frankfurt, fell by more than a third after a report in Japan 
indicated Apple could next year replace the Dialog-supplied chips with proprietary technology. Tsinghua’s share 
purchase is the latest engagement in the semiconductor industry by the Chinese state venture, which raised $22 billion in 
new capital this year to pursue acquisitions. Despite Tsinghua’s offer, Dialog shares closed the week down 28.37% at 
EUR22.92. 

– The European Court of Justice ruled Wednesday that U.S. cosmetics brand Coty had not violated EU antitrust law when 
it prohibited suppliers from selling products direct to consumers in online marketplaces such as Amazon. Luxury brands 
are afforded dispensation in EU law to limit sales volume.    

– Nestlé announced Tuesday it would pay $2.3 billion in cash to buy Canadian nutrition company Atrium Innovations from 
private equity firm Permira. The acquisition will see Nestlé strengthening its health food division a month after splitting its 
infant formula businesses into region-focused units to target new customers. Shares in Nestlé closed the trading period 
up 1.25% at CHF85.35. 

Japan 

– Japan's Nikkei 225 Index was virtually unchanged for the week, recording a dip of 8 points, or 0.03%, to 22,811.08. 
– The European Union single market and Japan will abolish almost all tariffs against each other’s products after concluding 

negotiations over an historic free trade pact that will encompass around 40% of global trade value. Not all tariff removal 
will take immediate effect. A 10% tariff on car imports to the EU from Japan will be removed in 2027, although the tariff 
on all auto parts will be removed as soon as the deal becomes active.  

– Japan Display closed the week up 10.61% after a report in the Japanese daily Nikkei indicated Apple could soon engage 
the company to supply screens for a future iPhone model. The report specified a Japan Display LCD screen could be 
used in one of three phones Apple will release in 2018. Apple currently plans to procure LED screens from Samsung but 
is reportedly concerned production levels could fall short.    

– The Japanese industry standards bureau suspended a Kobe Steel subsidiary’s trading license Tuesday over falsification 
of aluminium quality data. Kobe responded to the suspension by saying it could still ship aluminium from its Chonfu 
Works plant, but that these would not carry certification from Japan Industrial Standards, a likely deal breaker for most 
customers. The suspension follows a similar loss of certification at Kobe Steel’s copper tubing plant. Kobe shares closed 
the week unchanged at JPY1,047. 

– Japan Airlines has invested $10 million in a strategic partnership with US engineering company Boom to manufacture a 
new supersonic aircraft. JAL has also ordered 20 of the planes. Boom chief executive Blake Scholl says the company will 
have a prototype aircraft airborne in 2018 that will fly at 1,300 mph, double the speed of current large commercial jets. 



 

 Weekly market watch 4 

 

The $10 million investment follows a Series A funding round in March last year in which Boom raised $33 million from 
several funds. Scholl responded to the JAL investment by saying the company had sufficient funding to build and test the 
aircraft 

– Osaka-based developer Sekisui House recorded a 4% rise in pre-tax profits to JPY132.5 billion and maintained its full-
year forecast, in which net profit is forecast to grow 5% to JPY128 billion. The company’s shares closed the trading 
period up 0.2% at JPY2,106.  

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index fell 0.83% over the previous week to close Friday at 3,289.99. The week 
ended with positive data in the country’s external sector after exports increased 2.3% year on year while imports were 
17.7% higher, both in dollar terms, outpacing analyst estimates.  

– Hong Kong's Hang Seng index lost 1.49% to close the week at 28,639.85 although the index rallied Friday on the back of 
the mainland trade data and a gain by Tencent Holdings.  

– Taiwan's Taiex index ended the trading period down 1.90% at 10,398.62 as foreign investors pulled around $740 million 
from the electronics-heavy index. The Taiex recorded a moderate rally Friday after the two largest companies on the 
index, Taiwan Semiconductor Manufacturing and Hon Hai Precision Industry, rallied at the end of the week.   

– South Korea's Kospi lost 0.46% to close at 2,464.00, as the country is on alert for North Korean provocations ahead of 
President Moon Jae-in’s four-day visit to China beginning Wednesday this week.  

– Singapore Straits Times Index declined 0.72% to close at 3,424.64, following other regional markets lower.  

Emerging Markets 

– Brazil's Bovespa gained 0.65% to close on 72,731.84 as positive U.S. jobs data led investors to price in a faster pace of 
Fed interest rate rises and additional demand for yield in emerging market stocks.   

– Mexico's IPC increased by the same degree, up 0.65% to close on 47,572.86 after the peso strengthen against the dollar 
on Friday. On a year-on-year basis the index is up just 2.62%.  

– India's BSE 30 advanced by 1.27% to close at 33,250.30 as investors readied for a vote in Gujarat, which polls indicate 
should be won by Narendra Modi’s Bharatiya Janata Party (BJP). 

– Russia's RSTI lost 1.15% to end the trading period on 1,119.54%, even as President Vladimir Putin announced he would 
run for another six-year term.   

Alternative Assets 

– Oil prices fell over the week but rallied Friday amid the threat of widespread industrial action in Nigeria and the release of 
robust data on Chinese import demand. U.S. President Donald Trump’s decision to recognize Jerusalem as Israel’s 
capital elevated tensions in the wider Middle East but the market took its cue from a significant rise in U.S. inventories 
last week that reinforced concerns over a supply glut. January West Texas Intermediate Crude fell 1.7% for the week to 
$57.36 on the New York Mercantile Exchange. February Brent Crude lost 0.6% on the previous week to close at $63.40 
on the London Intercontinental Exchange. 

– Gold futures closed at a five-month low Friday on the back of strong U.S. employment numbers. Gold futures fell 2.6% 
on the previous trading period, with the February contract closing at $1,248.40 a troy ounce.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries increased to 2.3770% from 2.3620% ahead of the Federal Reserve’s policy 
meeting this week at which it is expected to raise interest rates again. 

– The November employment report released Friday showed nonfarm payrolls rose by a stronger-than-expected 228,000 
and followed offsetting revisions in the previous two months, suggesting strength after two months of hurricane-impacted 
data. An MNI analysis had shown a tendency of analysts to underestimate payrolls in November, so the stronger-than-
expected reading is not a major surprise. The unemployment rate held steady at 4.1%, but ticked up to 4.118% 
unrounded from 4.065% in October. The low rate will likely raise some discussion at the FOMC meeting next week and 
will support the expected rate hike. 

– The value of wholesale inventories fell 0.5% in October, revised down from the 0.4% decline in the advance estimate, 
while wholesale sales saw a 0.7% increase, data released Friday by the U.S. Commerce Department showed. With the 
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addition of the 0.5% decline in wholesale inventories reported Friday, an MNI calculation expects a 0.1% negative 
reading for business inventories when it is released, assuming no revision to the 0.1% decline reported for retail 
inventories in the advance estimate.  

– With an interest rate increase all but locked in next week, investors are shifting their attention to how Federal Reserve 
officials will judge the impact of tax cuts on inflation and growth over the next few years—beginning with whether 
policymakers will nudge up the number of anticipated 2018 hikes to four. Congress is working quickly to resolve the 
differences between the Senate and House tax proposals with the goal of sending a final version to President Donald 
Trump to sign by Christmas. The bills are broadly similar: Both would lower the corporate tax rate and cut taxes for a 
majority of individuals. Both cost some $1.5 trillion over 10 years—with the expectation that the cuts would pay for 
themselves by spurring growth and boosting taxable incomes. 

– The final passage of U.S. tax reform is unlikely to have a significant negative impact on the Chinese bond market in the 
short-term, because it will take time for the tax changes to have any significant impact on U.S. growth and inflation, 
Chinese analysts and traders say. But in the longer run, if the expected tax cuts stimulate U.S. growth and inflation, they 
would boost U.S. Treasury yields and so put upward pressure on Chinese bond yields, they added. In any case, the 
People's Bank of China is not expected to raise its interest rates in December in response to the passage of the U.S. 
reform or the expected Federal Reserve interest rate hike, they told MNI. 

– In a drastically different tone to that heard during U.S. President Donald Trump visit to Beijing a month ago, the Chinese 
government on Thursday sharpened its rhetoric on trade relations with both the United States and the European Union, 
charging that its two largest trading partners are trying to weaken the World Trade Organization. At a press conference 
here, Ministry of Commerce (MOFCOM) spokesman Gao Feng claimed the U.S. Trade Representative's recent 
declaration refusing to recognize China as a market economy "put domestic law over international law" and said the U.S. 
might be trying to ignore WTO rules. Being recognized as a market economy would limit the ability of other countries to 
use domestic anti-dumping trade laws against China. Beijing argues that it should now be recognized as a market 
economy under agreements made when it entered the WTO in 2001. 

– Third quarter nonfarm productivity was unrevised at 3.0% and below the 3.3% gain expected, while unit labor costs were 
revised sharply to a 0.2% decline, well below the 0.5% rise previously reported and below the 0.2% rise expected, data 
released by the Bureau of Labor Statistics Wednesday showed. In addition, second quarter unit labor cost growth was 
revised sharply lower to a 1.2% rate of decline from the 0.3% gain previously reported. Productivity was unrevised at a 
1.5% rate of growth in the second quarter. Third quarter output growth was revised up to a 4.1% pace from the 3.8% 
preliminary estimate, while hours worked growth was revised up to a 1.1% pace from the 0.8% rate in the preliminary 
estimate. 

– The U.S. international trade deficit widened to $48.7 billion in October, a larger gap than the $47.5 billion deficit expected 
and following a revised wider $44.9 billion gap in September, data released by the Commerce Department Tuesday 
morning showed. The wider trade gap was the result of a virtually unchanged reading for exports and 1.6% increase in 
imports to a record high $244.6 billion level. The revised Census goods gap reported Tuesday was smaller than the 
advance estimate of $68.3 billion, coming in at $68.1 billion. The Census gap was much wider than September's $64.0 
billion reading. The overall goods gap widened to $69.1 billion from $65.2 billion in September.  

UK 

– The yield on 10-year Gilts rose to 1.2790% from 1.2330% the previous week. 
– UK growth picked up pace in the fourth quarter, according to the National Institute of Economic and Social Research 

(NIESR). NIESR estimated that growth rate was 0.5% in the three months to November, up from 0.4% in the third quarter 
and in line with NIESR's forecast for fourth quarter growth. The Bank of England has revised down its estimate of 
potential trend, or non-inflationary, growth to around 0.4% a quarter so 0.5% quarterly growth would squeeze whatever 
spare capacity remains and add to inflationary pressure. "GDP growth at 0.5% is somewhat higher than the economy's 
speed limit. If, as we expect, the economy continues to expand around this pace and inflation remains elevated, there is 
a case for the Bank of England to gradually raise the policy rate to stop the economy from overheating," Amit Kara, Head 
of UK Macroeconomic Forecasting at NIESR, said. 

– The Bank of England's quarterly survey showed UK inflation expectations edged higher in November, with median year-
ahead expectations rising to 2.9% from 2.8% in August and two-year-ahead expectations rising to 2.9% from 2.7%. 
Respondents reckoned inflation for the past 12 months was 2.9%, so their one-year and two-year expectations were for 
inflation rate to remain changed before rising to 3.5% in five years' time. The BOE Monetary Policy Committee has 
repeatedly referred to inflation expectations remaining anchored, although with the inflation target at 2.0%, consumers 
are anticipating a persistent overshoot. The MPC's own forecasts show headline CPI falling very gently back towards the 
2.0% target, reaching 2.1% in three years' time. 

– The UK trade gap rose modestly in the month of October, while the deficit for the third quarter was revised sharply lower, 
suggesting less of a drag on gross domestic product than reported last month. Over the month of October, the total trade 
gap widened to GBP1.405 billion, from a downwardly-revised GBP1.141 billion in August, and was well below the MNI 
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survey median forecast for a GBP3.0 billion shortfall. Total exports rose by 1.1% to GBP53.669 billion in October while 
imports increased by 1.6% to GBP55.074 billion. 

– Salaries for those entering new, permanent jobs in the UK continued to rise at a brisk pace in November while staff 
availability continued to decline, a report by IHS Markit for the Recruitment and Employment Confederation (REC) 
showed. The Permanent Placements Index, a measure of monthly growth in permanent positions, rose to 55.9 in 
November from 55.3 in October while the permanent salaries index dipped to 60.6 from 61.2, though it remained well 
above the 50 unchanged level. The REC survey reflects only those just finding new work and does not capture pay 
changes for the bulk of the workforce in existing employment. The REC survey has consistently painted a picture of 
shrinking staff availability and rising pay. The Permanent staff availability rose to 36.4 in November from 35.8 October, 
still deep in contractionary territory, while the temporary/contract staff availability measure fell to 38.7 from 39.6. 

– UK house price inflation was unchanged on a monthly basis in November at 0.3%, but the annual pace slowed to 3.9% 
from 4.5% in October. On a quarterly basis, house prices rose 2.4% in the September-November period, the fastest pace 
of increase in this measure since February according to data from Halifax, the UK's leading mortgage provider. "Whilst 
the annual rate of growth eased in November, with the first decline in this measure since July, when looking at quarterly 
change prices in the three months to November were marginally higher than in the preceding three months; the fourth 
consecutive quarterly increase," said Russell Galley, Managing Director, Halifax Community Bank. 

– UK service sector activity growth eased in November, slipping from the six-month high recorded in October, a survey 
published Tuesday showed. The November Services PMI survey by IHS Markit, conducted for the Chartered Institute for 
Procurement and Supply, fell 1.8 points to 53.8 from 55.6 in October, below the MNI expectation of 55.0. Despite the fall, 
largely driven by dearer inputs, smaller intakes of new orders and weaker staff hiring, the PMI has now stood above the 
50.0 neutral mark for the sixteenth consecutive month although sits slightly below the average set over 2017. 

– The UK construction sector recorded a moderate rebound in November with business activity, new orders and job growth 
all growing at the fastest pace since June, a survey showed Monday. The headline IHS Markit/CIPS UK Construction 
Purchasing Managers' Index reading rose to 53.1 in November from 50.8 in October. The PMI has now sat above the 
50.0 no-change value for two straight months with November's reading the highest for five months. After recording a 17-
month high of 56.0 in May, the PMI slipped into contractionary territory and remained there before climbing above 50.0 in 
October. House building once again provided the primary source of momentum within the construction sector during 
November. According to IHS Markit, "resilient demand and a supportive policy backdrop had driven the robust and 
accelerated upturn in residential work". 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds edged up to 0.3070% from 0.3050% 
– Euro area economic growth in the third quarter of 2017 gained pace on an annual basis, though it eased slightly on a 

quarterly basis, data released by Eurostat Thursday show. The updated second flash estimate confirmed GDP growth at 
0.6% q/q in the third quarter, down from the 0.7% q/q in the second quarter. On the year, GDP rose to 2.6% y/y (revised 
upwards from 2.5% y/y in first flash reading) from 2.4% in the previous quarter, underlining the recovery in the 
economies of the Eurozone. Household final consumption added 0.2 percentage points (pp) to growth while gross fixed 
capital formation also added 0.2 pp with the share of both components having fallen from Q2. Government expenditure 
and net exports (exports less imports) did not contribute at all while inventories added 0.1 percentage points. In Q3, 
household final consumption expenditure rose by 0.3% q/q in the euro area from 0.5% in the previous quarter. Gross 
fixed capital formation increased by 0.2% after rising 0.3% in the previous quarter. Exports gathered momentum, growing 
1.2%, while growth in imports fell significantly, down from 1.7% in Q2 to 1.1% in Q3. In the European Union as a whole 
GDP was unchanged at 0.6% and 2.6% y/y (revised up from 2.5% in the first flash reading), Eurostat data showed. 

– Despite the strength of the euro area economy, inflation remains stubbornly subdued, posing an ongoing problem for the 
European Central Bank's inflation targeting approach. At the core of the debate is a seeming breakdown of the Phillips 
Curve as price pressures are not being triggered by falling unemployment, a concern noted by policymakers, although at 
least one ECB policy maker told Market News the curve is still intact "I think the Phillips curve is broadly intact. Maybe we 
have to look to more global indicators than national ones. That might mean that we have to refine it a bit," he said. 

– Mario Centeno, Portugal finance minister, was elected as chair of the Eurogroup on Monday. The Portuguese minister 
will start in January, after the term of current chair Jeroen Dijsselbloem ends. Centeno had to defeat three other 
candidates in the election. Four ministers applied last week: Centeno, Peter Kazimir from Slovakia, Dana Reizniece-
Ozola from Latvia, and Pierre Gramegna from Luxembourg. Kazimir and Reizniece-Ozola decided to drop out after the 
first round, and Gramegna was defeated in the second round, according to sources 

– European Central Bank Executive Board member Yves Mersch warned on Wednesday that there are risks if the bank's 
asset purchase program remains in place for too long. "While a too rapid end to the purchase program could lead to 
excessive market reactions we must not neglect that the program loses its effectiveness and increases the associated 
risks all the more the longer it runs," Mersch said in a speech in Frankfurt. 
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– European Union finance ministers are set to adopt Tuesday a progress report on the draft European Deposit Insurance 
Scheme—a plan first proposed by the European Commission in 2015 but blocked since by member states. But the draft 
progress report, obtained by Market News, makes clear that more work is still needed in all areas before an agreement 
can be reached. "We progressed on some technicalities, but much more is needed," confirmed one diplomatic source.  

Japan 

– The yield on 10-year Japanese government bonds increased to 0.0450% from 0.0300% the previous week.  
– The Bank of Japan's quarterly Tankan survey for December is expected to show sentiment among many business 

sectors improved slightly from three months ago, thanks to a pickup in overseas and domestic demand amid rising share 
prices, economists predicted. Major manufacturers are benefiting from a recovery of global demand while non-
manufacturers are hit by higher costs caused by the weak yen and a tighter labor supply. Generally, firms are expected 
to remain cautious for the next three months due to continued uncertainty over global growth and financial markets as 
well as labor shortages. 

– The Japanese government's latest economic stimulus package aims to boost labor productivity by offering tax credits, 
raise program spending and implementing deregulation. The details of the measures are scarce at this point as the 
government will draft the budget for fiscal 2018 later this month. The package and budget will be debated in a 150-day 
ordinary session of the Diet that will begin next month. "By putting together all possible measures and supporting strong 
wage hikes and investment, we will make sure the economy will move out of deflation and nominal GDP will reach Y600 
trillion," the government said in a statement released after an extraordinary cabinet meeting. 

– Q3 real gross domestic product was revised up sharply to +0.6% Friday on quarter, or an annualized +2.5%, from the 
preliminary estimate of +0.3% on quarter, or an annualized 1.4%. The revision showed the annualized GDP growth rate 
was well above the economy's growth potential in the first half of fiscal 2017. The main theme in the July-September 
quarter remained unchanged from the preliminary estimate—a rebound in net exports offset a slump in consumer 
spending caused by bad weather. The biggest change from the initial estimate was that domestic demand actually 
pushed up the overall GDP growth by 0.1 percentage point, instead of pushing it down by 0.2 percentage point, as 
originally reported. 

– Despite the slow start to consumer spending in the October-December quarter, Bank of Japan officials believe 
consumption will rebound in Q4 GDP data after a slump in the previous three months caused by bad weather, MNI 
understands. The BOJ's supply-side Consumption Activity Index released Thursday posted only a small rebound in 
October, up a real 0.3% on the month on a seasonally adjusted basis. It was the first rise since July, after falling 0.1% in 
September and dropping 0.7% in August. BOJ officials believe the weakness in October was mainly caused by a 
temporary factor in the auto industry. New car sales fell following suspension of production and shipments by Nissan 
Motor resulting from its below-standard vehicle inspection scandal. 

– Preliminary average wage data from the Monthly Labour Survey released by the Ministry of Health, Labour and Welfare 
on Friday. Total monthly average cash earnings per regular employee in Japan rose 0.6% on year to Y268,392 in 
October, posting the third straight year-on-year rise after +0.9% in September, but real wages remained slow to recover. 

– Bank of Japan officials believe the BOJ's massive purchases of exchange-traded funds (ETFs) aren't healthy for stock 
market pricing but are cautious about publicly reviewing the program, which could send the wrong message about the 
bank's commitment to achieving its 2% inflation target, MNI understands. The officials are concerned that any decision 
by the central bank to review its ETF buying policy could set off a downtrend in the domestic stock market, which in turn 
would hurt buoyant business and consumer sentiment. However, they are considering whether they could link the pace 
of ETF purchases to an indicator, such as the bank's estimate of risk premiums in the stock market. This would make the 
purchase program more flexible, as is the case for its purchases of government debt, which is now linked to yields in the 
bond market. 
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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. 


