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Weekly market watch  
 
As at Friday January 12, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  31412.54 597.90 4.99% 37.60% 
India  BSE 30 34592.39 438.54 1.57% 26.96% 
Japan  Nikkei  23653.82 (60.71) 3.90% 23.62% 
Singapore  STI  3520.56 31.11 3.46% 17.63% 
South Korea  KOSPI  2496.42 (1.10) 1.17% 19.61% 
Taiwan  WSE 10883.96 4.16 2.27% 15.66% 
Shanghai     COMPOSITE 3428.94 37.19 3.68% 9.93% 
Europe 
France  CAC  5517.06 46.31 3.85% 13.43% 
Germany  DAX  13245.03 (74.61) 2.53% 14.96% 
Italy  FTSE MIB  23429.83 667.54 7.21% 22.31% 
Russia  RTSI  1261.07 41.18 9.24% 7.45% 
UK FTSE 100  7778.64 54.42 1.18% 6.67% 
Americas 
Brazil  IBOV  79349.12 277.65 3.86% 24.07% 
Mexico  IPC  49135.91 (751.84) (0.44%) 6.68% 
Nasdaq  CCMP  7261.06 124.50 5.18% 30.89% 
US  S&P 500  2786.24 43.09 4.21% 22.72% 
US   DOW  25803.19 507.32 4.39% 29.72% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3390 1.2440 1.2230 1.2990 
10 Year OAT 0.8520 0.7970 0.6430 0.7780 
10 Year Bund  0.5810 0.4390 0.3140 0.3160 
10 Year Japan  0.0730 0.0630 0.0470 0.0400 
10 Year Treasuries  2.5490 2.4763 2.4011 2.3631 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.50 4.25 3.75 
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 

– The Dow Jones Industrial Average advanced 2.01% to close at 25,803.19. The Standard & Poor’s 500 index rose 1.57% 
to close the week at 2,786.24. The Nasdaq increased 1.74% to 7,261.06. 

– Delta closed the week 6.95% higher after the airline reported revenue of $8.2 billion in the three months to December, 
slightly higher than earlier estimates. The company said it was “very excited” about prospects for the first quarter of 2018 
due to the recently enacted U.S. tax code reforms. Delta incurred a one-off $150 million loss on its balance sheet from 
the recalculation of deferred tax assets, but is expected to benefit over the longer-term.  

– Ford faces new risks of multi-billion dollar liabilities after a group of truck owners filed a deposition alleging the 
manufacturer had cheated emissions data. A lawsuit initiated by law firm Hagens Berman said Ford and engine supplier 
Robert Bosch bore liability for forged emissions output on F-250 and F-350 trucks. It says emissions were underreported 
by a factor of up to five, which if substantiated could expose Ford to prolonged litigation and extensive liability. Ford has 
labelled the claim “baseless” and emphasised its vehicles do not use the defeat devices specified in the allegation. 
Hagens Berman has previously sued other auto companies, including Fiat Chrysler, on similar grounds. Ford closed the 
trading period little changed, up 2 cents to $13.23.    

– Walmart announced plans to raise basic staff pay by $1 to a new rate of $11 an hour, a move that will affect around 1 
million workers at the country’s largest employer. The company simultaneously announced it would lay off 7,500 workers 
and shutter scores of stores, although some of these would be rehired at new locations. Walmart faced pressure to raise 
its basic pay, for a third time since 2015, due to limited slack in the U.S. labour market.    

– Target said same stores sales exceeded its expected 0-2% target band in 2017 to end the year 3.4% higher. The 
company said online sales would grow by 25% in 2017, the fourth sequential year in which online sales have increased 
by 25% or more. Buoyant consumer confidence and labour market improvements drove retail stocks higher toward year 
end. Target said fourth-quarter adjusted earnings would be revised up to a $1.30-$1.40 range, up from $1.05-$1.25. 

– Kodak shares ended the trading period up 192.06% after the camera and film manufacturer announced it would start a 
blockchain business. The shares more than doubled to close at US$6.80 on the day of the announcement.  

– Sports camera company GoPro said Monday it would cut 20% of its 1,250 headcount and explore a sale of the company 
after fourth quarter sales missed forecasts by more than $130 million. GoPro slashed prices during the Christmas period 
to push volume, but the reduced margin brought in sales of only $340 million. Chief executive Nicholas Woodman will be 
paid $1 this year and the company said it would exit the drone business ahead of an expected regulatory clampdown in 
the U.S. The shares ended the trading period 6.88% lower at $6.23.   

– Chinese manufacturer Huawei said Tuesday it would not sell its Mate 10 cell phone in the U.S. via its joint venture 
partner AT&T due to “unique challenges” in the U.S. market. Huawei is the world’s third largest smartphone company but 
continues to face obstacles expanding beyond China due to complexities in securing distribution deals with established 
carriers. In part this was likely down to pressure on carriers to resist tie-ups with Chinese technology firms on security 
grounds. AT&T shares closed the week down 3.28% to $36.90.  

– Facebook shares lost 4.23% after chief executive Mark Zuckerberg unveiled a new format for the social network’s news 
feeds. The changes will see content shared by users’ friends and family prioritized, which Zuckerberg said would affect 
engagement in the short term. The shares closed the week at $179.37. 

UK 

– The FTSE 100 increased 0.7% over the previous week to 7,778.64, bringing the London benchmark 1.18% higher in the 
year to date.  

– GKN shares surged 28.8%% after the engineering firm disclosed a GBP7 billion takeover approach from UK investment 
company Melrose Industries. Melrose offered GKN shareholders 405 pence per share in a mixed cash and equity deal 
valuing GKN at a 22% premium to the Thursday close. Melrose will need to make an outright offer for the company by 
February 9 under UK takeover regulations. The disclosure forced GKN to publish its turnaround plan. Last week the 
company said 2017 profit would come in higher than the GBP678 million booked in 2016. GKN shares ended the week at 
420 pence.  

– A senior civil servant said Wednesday the UK government had made plans for the collapse of infrastructure and services 
contractor Carillion. The company began emergency talks Wednesday with creditors in order to draw up a revised 
strategy, which could lead to a restructuring deal with creditors or a dilutory debt-for-equity swap. The company’s 
immediate troubles emerged in July after Carillion wrote down GBP800 million and suspended its dividend due to cash 
flow pressures. The profit warning sent shares falling by more than 60%. Carillion employs more than 40,000 people but 
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has a pension deficit of GBP590 million and a net debt liability of GBP900 million. Shares closed the trading period down 
26.39% at 14.20 pence. 

– Housebuilder Persimmon said Tuesday new home sales increased 6% year on year to 16,000 units, increasing full-year 
revenue 9% over 2016 to GBP3.4 billion. The average sale price rose 3% to GBP213,300. The company said pre-tax 
profits, scheduled to be announced in February, would be “modestly ahead of market consensus” but that it was 
“mindful” of elevated risks in the UK housing market. The shares ended the week down 4.44% at 2,647 pence.    

Europe (ex. UK) 

– On the continent, the Eurofirst 300 closed the week up 0.30% at 1,567.67. 
– German airline Lufthansa midweek said insufficient progress had been made in negotiations to acquire Italian national 

airline Alitalia. Resistance among Alitalia workers to job cuts remains the greatest issue, with U.K. low-cost carrier 
Easyjet and a U.S. private equity firm also vying to scoop up Alitalia assets. Lufthansa chief executive Carsten Spohr 
wrote Thursday to Italy’s trade minister, Carlo Calenda, saying job cuts at Alitalia had not gone far enough. Alitalia was 
placed in administration after staff vetoed a plan to trim headcount, which currently includes more than 9,000 staff plus 
1,500 workers in a redundancy scheme. There is significant political pressure in Italy to resolve the crisis before the 
country’s election,     

– The European competition regulator is expected to clear U.S. chipmaker Qualcomm’s $47 billion takeover of European 
rival NXP in the coming days. The European Commission opened an investigation into the planned tie-up in 2017 on 
concerns the newly merged company could lead price rises. NXP specialises in chips for the “internet of things.” Analysts 
see the deal offering Qualcomm additional ballast against a hostile takeover bid by Broadcom. 

– Nestlé announced Thursday it would sell its Violet Crumble chocolate bar to Australian confectioner Robern Menz for an 
undisclosed fee. Separately Italian confectioner Ferrero was expected to announce a formal agreement to acquire 
Nestlé’s U.S. chocolate business for a reported $2.8 billion. Nestlé shares closed the trading period down 1.76% at 
EUR82.48.  

– Volkswagen said Friday it had reached a $232 million settlement with Canadian car owners affected by the German 
company’s diesel emissions scandal, which first emerged in September 2015. Around 20,000 owners of Audi, Porsche 
and VW cars will receive cash payments. The settlement brings Volkswagen’s total payout in the U.S. and Canada to 
more than $25 billion, approximately $5 billion less than the total amount Volkswagen has set aside over the issue. 

– Meanwhile BMW reported sales of passenger cars and SUVs increased 4.2% year on year to 2.09 units in 2017. 
However Mercedes reported Friday its sales increased 9.9% in 2017 to 2.229 million units. BMW shares closed the 
trading period up 0.74% at EUR89.81. Damiler shares closed 1.28% higher to end the week at EUR74.18.     

Japan 

– Japan's Nikkei 225 Index lost 0.26% to close Friday at 23,653.82. 
– Toyota and Mazda said Wednesday they would invest $1.6 billion in a new 1,000-hectare assembly plant in Alabama by 

2021. The plant is expected to create around 4,000 jobs paying an average $50,000 per year with a capacity of 300,000 
Toyota Corolla and Mazda SUV cars per year. The new site will integrate with Toyota’s nearby engine plant in Huntsville. 
Analysts said declining U.S. autosales could place downward pressure on prices. Toyota shares closed the week up 
1.72% at JPY7,578..     

– Fast Retailing announced record pre-tax profit of JPY117.8 billion after Asia’s largest retailer reported an acceleration in 
international sales and higher operating margin. The parent company of clothing brand Uniqlo said first quarter turnover 
increased 16.7% compared with one year ago to JPY617 billion. The Tokyo-based firm has implemented supply chain 
reform in recent months, including the opening of a new warehouse complex in the Ariake district of the Japanese 
capital. The shares closed up 6.16% at JPY49,610. 

– Xerox will pursue talks with Fuji over a potential deal for the Japanese camera manufacturer to buy into the Connecticut-
based photocopy and printer pioneer. Xerox is facing a sustained campaign by activist investor Carl Icahn, who owns 
9.7% of the firm, to change its management team and diversify revenue from its traditional copying and printing 
businesses. Xerox shares ended the week up 9.63% at $32.77. Fuji closed Friday down 1.72% at JPY4,683.    

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index added 1.10% to close Friday at 3,428.94. The benchmark ended the week 
after recording 11 successive daily gains, the longest positive run since 1992.  

– Hong Kong's Hang Seng index advanced 1.94% to a record high of 31,412.54, extending its 2018 run to a 4.99% 
increase after 14 sequential rises. 



 

 Weekly market watch 4 

 

– Taiwan's Taiex was flat for the week after the export-heavy index accumulated four points to close at 10,883.96. The 
Taiex has increased 2.27% in the year to date.  

– South Korea's Kospi was also little changed for the week after recording a one-point loss to close at 2,496.42   
– Singapore Straits Times Index gained 0.89% to close the week at 3,520.56, extending its 2018 run to a 3.46% gain.  

Emerging Markets 

– Brazil's Bovespa increased 0.35% to end the trading period on 79,349.12, eclipsing concerns for stock valuations 
following a one-notch downgrade by Standard & Poor’s on Thursday due to reduced expectations of pension reform.  

– Mexico's IPC lost 1.51% over the previous week to close on 49,135.91. 
– India's BSE 30 recorded a 1.28% weekly gain to 34,592.39. 
– Russia's volatile RSTI jumped up 3.38% to 1,261.07 points, extending the year to date run to a 9.24%. gain in the first 

two weeks of 2018. 

Alternative Assets 

– Oil prices ended the trading period on a three-year high after U.S. crude inventories fell quickly last week. The number of 
active U.S. oil rigs increased by 10 to 752 by Friday while the Trump administration’s decision to waive energy sanctions 
on Iran eased one source of geopolitical pressure on prices. April West Texas Intermediate crude ended the week up 
4.7% at $64.30 a barrel on the New York Mercantile Exchange. May Brent crude on London’s ICE Futures Exchange 
closed the trading period up 3.3% at $69.87 a barrel. 

– Gold futures ended higher for a fifth successive week after the U.S. dollar fell on stronger than expected consumer price 
data for December. February gold rose 1% over the previous week to close at $1,334.90 an ounce.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries increased to 2.5490% from 2.4763% a week earlier. 
– The value of business inventories rose 0.4% in November as expected by analysts and calculated by MNI after the 

wholesale inventories report on Wednesday, data released Friday morning by the Commerce Department showed. Retail 
inventories rose 0.1%, unrevised from the advance estimate published on December 28. Already released data showed 
that wholesale inventories rose 0.8% in the month, while factory inventories were up 0.4%. Overall business inventories 
would have been up 0.5% in November if a flat reading for retail motor vehicle inventories was excluded, an MNI 
calculation showed. Motor vehicle inventories were also reported as flat in the advance estimate. 

– Separately, the value of wholesale inventories rose 0.8% in November, a small upwards revision from the 0.7% increase 
in the advance estimate, while wholesale sales saw a 1.5% increase, data released Wednesday by the U.S. Commerce 
Department showed. 

– Solid momentum in the U.S. economy more than offsets inflation that remains somewhat below target coming into 2018 
and argues for continued gradual interest rate increases, Federal Reserve Bank of New York President Bill Dudley said 
Thursday. In fact the risk of the economy overheating over the next few years, forcing the Fed to pump the brakes hard, 
worries Dudley more than the near-term outlook, he said. "If circumstances evolve close to what I have outlined today, I 
will continue to advocate for gradually removing monetary policy accommodation," he said. "As I see it, the case for 
doing so remains strong." 

– China's restated objective of diversifying the makeup of its foreign exchange stockpiles can be seen as an admission that 
it is cutting back on U.S. Treasury purchases, a senior official at the People's Bank of China confirmed to Market News. 
"Diversifying the forex reserves means that holding less U.S. Treasuries is inevitable," the source said on Thursday. 
Earlier, the State Administration of Foreign Exchange, China's FX manager and a division within the central bank, 
commented in a question-and-answer statement on media reports that China is considering reducing or halting buying 
U.S. Treasury. 

– U.S. import prices returned to a more normal pace in December, rising by 0.1% after a 0.8% surge in November, as a 
further energy surge was offset by softness in other components, data released by the Bureau of Labor Statistics 
Wednesday showed. Overall fuel prices rose 1.8%, slower than an 8.4% jump in November, but still solid. Petroleum 
prices rose 2.0%, partially offset by a 4.9% decline in natural gas prices. However, import prices were down 0.2% 
excluding petroleum and were down 0.1% excluding all fuels. There was weakness across the board in December, with 
prices for foods, feeds, and beverages down 0.7%, industrial supplies ex. fuels down 0.1%, and consumer goods prices 
down 0.1%. Prices for capital goods and autos were flat. 
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– Final demand PPI fell by 0.1% in December, well below the 0.2% gain expected, with an equally disappointing 0.1% 
decline outside of food and energy prices, data released by the Bureau of Labor Statistics Thursday showed. An analysis 
of MNI survey data showed the December data breaks the trend of underestimates seen in October and November. The 
personal consumption price measure in the data, which some analysts use a preview measure for CPI and the PCE price 
index, fell 0.2% and was down 0.2% ex. food and energy and was flat also excluding trade services, suggesting 
concerns about a strong CPI reading may be misplaced. 

– Federal Reserve Bank of Atlanta President Raphael Bostic said Monday he is comfortable with incremental interest rate 
increases but that the economy may not need as many as three or four hikes per year. Economic growth looks solid for 
the year and modestly above the average pace of the expansion, but inflation and wage growth are still lagging, said 
Bostic, who votes on rates this year. With a risk of inflation expectations becoming anchored below 2%, the Fed can be 
patient in raising rates, he said. "Should the recent data unfold in a manner similar to my outlook, I am comfortable 
continuing with a slow removal of policy accommodation. However, I would caution that that doesn't necessarily mean as 
many as three or four moves per year," he said in remarks prepared for the Rotary Club of Atlanta. 

UK 

– The yield on 10-year Gilts ended the week higher at 1.3390% from a previous close of 1.2440%  
– UK household debt levels, despite recent fairly rapid credit growth, were not a bar to further monetary tightening, Bank of 

England Deputy Governor Ben Broadbent said Wednesday. In an interview with BBC Radio 4's Money Box Broadbent 
said that household debt levels were still well below pre-global financial crisis peaks. He was guarded over when the next 
rate hike, following November's 25 basis point increase, would come noting that the BOE's November Inflation Report 
suggested that two or three more hikes were needed over the three-year forecast horizon. Unsecured credit growth has 
been punchy but mortgage growth has been relatively soft and BOE analysis found that households should be able to 
withstand rising interest rates. 

– UK services domestic sales and orders were little changed in the fourth quarter compared to the third while 
manufacturing firms domestic and export orders and sales declined, a British Chambers of Commerce (BCC) survey 
found. The BCC survey found that service sector skill shortages hit record highs in the fourth quarter and intensified in 
the manufacturing sector. The headline numbers suggest that while the manufacturing and services sector expanded in 
the fourth quarter, the overall pace of growth may have been similar or less than in the third quarter and both are 
struggling to fill job vacancies. In the services sector the balance of firms reporting higher export sales dropped in Q4 to 
+12 from +14 in Q3 and the balance reporting higher export orders fell to +7 from +8. The service sector domestic sales 
balance rose to +20 from +19 and the orders balance fell to +14 from +15. 

– Staff shortages are intensifying across the UK, with pay growth accelerating for those moving jobs, a survey of 
recruitment consultants published Tuesday found. The IHS-Markit December Report on Jobs showed a marked pick-up 
in pay growth for temporary/contract work, little change in permanent pay growth and shrinking staff availability. The 
permanent salaries index nudged up in December to 60.7 from 60.6 in November while permanent staff availability 
shrunk to 34.8 from 36.4. Temporary staff pay rose to 57.1 from 56.1 while temporary staff availability came in a 42.3, up 
from 38.7. 

– UK retail sales values were up on the year ago period in December, British Retail Consortium data released Tuesday 
showed. December sales on a like-for-like basis rose 0.6% compared to December 2016, when they saw a 1.0% rise on 
December 2015. Total sales were up 1.4% on the year in December, having grown by a robust 1.7% in December 2016. 
The BRC noted that December's yearly sales growth was in line with trend averages but did highlight a growing 
divergence between food and non-food sales. 

– UK house price inflation fell on a monthly basis in December to -0.6%, while the annual pace slowed to 2.7% from 3.9% 
in November. On a quarterly basis, house prices rose 1.3% in the November-October period according to data from 
Halifax, the UK's leading mortgage provider. "House prices in the three months to December were 1.3% higher than in 
the previous quarter; a gradual slowdown from 2.3% in both October and November. The annual rate of growth has also 
moderated to 2.7% from November's 3.9%. Ending the year, house prices in December fell by 0.6%; the first monthly 
decline in six months," said Russell Galley, Managing Director, Halifax Community Bank. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds increased to 0.5810% from 0.4390%. 
– Bundesbank President Jens Weidmann on Friday reiterated his criticism over the European Central Bank's bond 

purchases and warned that the current robust economic development will lead to higher inflation. "The development of 
domestic price pressures shown in the ECB's projections stands in line with a path towards the ECB's definition of price 
stability," Weidmann said in a speech in Rottach-Egern, Germany. "The envisioned inflation rate of below but close to 
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two percent mustn't be reached immediately and at any cost, this leaves some leeway in times, when this takes a bit 
more time for good reasons," he added. 

– Forza Italia, the political party of former Italy premier Silvio Berlusconi, is the only party able to ensure market-friendly 
policies and it will protect small businesses were it to come to power after the March elections, a leading party official told 
Market News. In an exclusive interview, Catia Polidori, a Forza Italia legislator and the deputy trade minister in 
Berlusconi's last government, said the cornerstones of the party's agenda are "less taxes and regulations for companies, 
but also financial support to a restricted category of low earners". "Private property is under attack from various parties 
today, mainly the anti-establishment 5 Star Movement, and Forza Italia is the saviour of economic liberalism in Italy," said 
Polidori, a businesswoman herself and the former head of Italy's small and medium enterprises lobby. 

– European Central Bank policymakers drew a very positive picture for the economic development in the euro area at their 
most recent policy meeting, held Dec 13/14. The ECB's chief economist Peter Praet underlined that incoming information 
"indicated a significant improvement in the growth outlook and continued economic expansion at a pace exceeding 
potential," the bank said in its latest minutes, published Thursday. At the same time, "price pressures remained 
subdued," the report added. Further ahead, the economic expansion and the associated "significant absorption of 
economic slack" were expected to lead to a gradual convergence of inflation levels in line with the ECB's target over the 
medium term. 

– Italy and France are set to launch a bilateral treaty that enhances cooperation in addressing shared European 
challenges, paving the way to a new Rome-Paris reform axis, government sources have told Market News. According to 
one senior government official, Italian prime minister Paolo Gentiloni and French president Emmanuel Macron are 
expected to meet for bilateral talks in Rome later Thursday, to expand on discussions held with other leaders from the 
European Union's Mediterranean region on Wednesday. "We are very satisfied about this renewed excellent cooperation 
that leads to the birth of a strong Rome-Paris engine able to drive crucial EU governance reform objectives such as 
common financing for defence and security, immigration, and burden-sharing at all levels," said the official, who is closely 
following the talks. 

– Italy's anti-establishment 5 Star Movement is likely to play a major role in the formation of the next government with a 
strong likelihood it could hold significant cabinet positions, a senior party spokesman told Market News in exclusive 
comments. "We aim to win at least 35% of votes at the March elections, so our contribution to the next government, and 
to what happens in Italy in the next few months ahead, will be crucial," Danilo Toninelli, 5 Star spokesman in parliament's 
Lower House told Market News. Toninelli argued that "without us, if parliament rejects a vote of confidence in our favour 
and other parties are not willing to join forces, then I'm afraid Italy is fated to head to a second election in the short run, 
risking increased political instability and, by extension, market volatility". 

– Italy is rallying support for its ambitious eurozone governance reform plan among Europe's southern periphery countries, 
a senior government official exclusively told Market News. "On Wednesday, Rome will host a summit uniting leaders of 
other six Mediterranean countries -- France, Spain, Portugal, Greece, Malta and Cyprus -- with the goal of creating a pro-
growth front to accelerate the EU's restyling process," the source close to premier Paolo Gentiloni said. The summit 
agenda will focus on shared southern challenges such as immigration, but also on the need for a new, more lenient 
interpretation of Brussels' orthodox fiscal rules that should incorporate flexibility over debt reduction and bring in greater 
burden and risk sharing among member states. 

Japan 

– The yield on 10-year JGBs increased to 0.0730% from 0.0630%.  
– Japanese consumer and business sentiment for December slipped in what officials called a temporary break from recent 

sharp gains driven by brisk spending by visitors from overseas and domestic purchases of high-end goods. The general 
uptrend in the stock markets, combined with improving employment and income conditions, has supported confidence in 
surveys by the government and the central bank, but those surveys also indicate worsening labor shortages are 
threatening to weigh on some businesses. The Economy Watchers' sentiment index for Japan's current economic 
climate posted the first month-on-month drop in five months in December, falling by a modest 0.2 point to 53.9 from 54.1 
in November on a seasonally adjusted basis, the Cabinet Office said Friday. 

– The dollar's slip to around Y111.75 Thursday from above Y113 two days ago was fairly steep in the absence of any 
change in monetary policy stances in either the U.S. and Japan, but BOJ officials believe it was initially caused by market 
talk of Chinese plans to sell U.S. Treasuries and driven further by position squaring. The dollar is still within the recent 
trading range of Y108 to Y114 and a sharp yen appreciation is unlikely given the BOJ's stance to continue its large-scale 
easing until the annual inflation rate, currently just under 1%, rises above 2%, and while the U.S. Federal Reserve plans 
to conduct more interest rates hikes. 

– The BOJ's consumer sentiment diffusion index for the current climate rose by 1.6 points to -11.9 in December, posting 
the fourth consecutive rise, as more people said they believed Japan's economic growth prospects were rising, with over 
two thirds of people projected things would be unchanged. In its quarterly survey of consumer sentiment, conducted 
between Nov 10 and Dec 6 and released Thursday, the BOJ said the consumer sentiment outlook index projecting 
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conditions a year ahead marked the first rise in two quarters, increasing 2.5 points to -15.5 in December after falling 0.7 
point to 18.0 in September. 

– The Bank of Japan's latest estimate of the output gap of the domestic economy showed further improvement Tuesday, 
which will help lift below 1% inflation, but the bank needs much higher inflation expectations to achieve its 2% price 
target, MNI understands. The positive output gap resulting from tighter supply and firmer demand widened to 1.35 
percentage points in the July-September quarter of 2017 from 1.18% points in April-June that year. It was the fourth 
straight quarter of the gap being in positive territory and much higher than 0.69% points in January-March and 0.36% 
points in the final quarter of 2016. 

– Japan's consumer confidence remains on a pickup trend and has a good chance of rising in January after December's 
small dip, a senior Cabinet Office official said. The key index in the Consumer Confidence Survey slipped 0.2 point to 
44.7 in December from a four-year high of 44.9 in November but the government does not see any reason to change its 
view that confidence is picking up, Shuichi Matsuta, director of the Department of Business Statistics at the Cabinet 
Office, said Tuesday. He noted that the index rose in the previous three months for a total of 1.6 points and that 
compared to this gain, the 0.2% dip is not significant. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 


