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Weekly market watch  
 
As at Friday October 5, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  

Hong Kong  HSI  26,572.57 (1,143.10) -11.19% -6.63% 
India  BSE 30 34,376.99 (1,947.18) 0.94% 8.82% 
Japan  Nikkei  23,783.72 (336.32) 4.48% 14.95% 
Singapore  STI  3,209.79 (47.26) -5.68% -2.48% 
South Korea  KOSPI  2,267.52 (87.91) -8.10% -5.30% 
Taiwan  WSE 10,517.12 (489.22) -1.18% -0.15% 
Shanghai     COMPOSITE 2,821.35 92.11 -14.69% -15.75% 
Europe 
France  CAC  5,359.36 (134.13) 0.88% -0.37% 
Germany  DAX  12,111.90 (323.69) -6.24% -6.60% 
Italy  FTSE MIB  20,345.96 (365.74) -6.90% -9.84% 
Russia  RTSI  1,159.33 (32.71) 0.42% 1.34% 
UK FTSE 100  7,318.54 (191.66) -4.80% -2.52% 
Americas 
Brazil  IBOV  82,321.52 2,979.10 7.75% 7.44% 
Mexico  IPC  48,052.85 (1,451.31) -2.64% -4.81% 
Nasdaq  CCMP  7,788.45 (257.91) 12.82% 18.27% 
US  S&P 500  2,885.57 (28.41) 7.93% 13.07% 
US   DOW  26,447.05 (11.26) 6.99% 16.12% 

 

Bonds 

  
Close 

Yield 
Week ago Month ago Year ago 

10 Year Gilt  1.7220 1.5730 1.4420 1.3870 
10 Year OAT 0.9050 0.8040 0.7180 0.7350 
10 Year Bund  0.5730 0.4700 0.3800 0.4560 
10 Year Japan 0.1550 0.1300 0.1150 0.0460 
10 Year Treasuries  3.2328 3.0612 2.9022 2.3480 

 Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  

US  5.25 4.75 4.25 

Canada  3.70 3.45 3.20 

Japan  1.48 1.48 1.48 

Britain  0.75 0.50 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. stock markets fell on Friday and for the week as the rise bond yields to multiyear highs as investors reassessed the 
outlook for U.S. growth after stronger-than-expected economic data. The Dow Jones Industrial Average fell 0.68% on 
Friday to 26,447.05, pushing the index down 0.04% for the week. The S&P 500 fell 0.55% on Friday and 0.97% on the 
week to end at 2,885.57. The Nasdaq dropped 1.16% on Friday and 3.21% on the week to 7,788.40.   

– Canada reached agreement on a new trade deal with the United States and Mexico to replace the North American Free 
Trade Agreement (NAFTA).  The new United States-Mexico-Canada Agreement (USMCA) includes caps on auto imports 
into the U.S. from Mexico and Canada, includes wording prohibiting currency manipulation and allows any of the three 
countries to terminate the deal if another enters into a trade agreement with a “non-market economy.” The latter 
provision is a clear reference to China and effectively ends any possibility of Canada and China agreeing to such a deal. 
The Trump administration hopes to use the deal as a template for trade deals with the European Union and Japan, 
though it is unclear if this strategy will work. Both the EU and Japan hope to avoid U.S. tariffs on auto imports.  

– Stock in electric carmaker Tesla jumped on Monday after the Securities and Exchange Commission (SEC) announced it 
had reached a settlement with chief executive Elon Musk over charges he made false public statements on August 7 that 
misled investors when he claimed he had secured funding to take the company private.  As part of the deal, Musk will 
step down as board chairman for three years but remain CEO. Musk and Tesla will also pay a $20 million fine, which will 
be distributed to harmed investors through a court-ordered process.  On Friday, Musk mocked the SEC in a tweet, again 
raising questions about this judgment  

– Shares in computer motherboard manufacturer Super Micro dropped more than 40% on Thursday on a Bloomberg report 
that Chinese subcontractors had planted tiny spy chips on its equipment, used in many data centers such as those run 
by Apple and Amazon, and that the U.S. government was investigating the matter.  Super Micro denied the report and 
both Apple and Amazon said they had ever found such spy chips in many components used in their data centers. 
Bloomberg said its report was based on more than 100 interviews and stood by it.  

– Industrial conglomerate General Electric replaced CEO John Flannery a little over one year after he took the job, after 
the company cut its profit outlook and took a $23 billion charge against its struggling power unit. Flannery will be 
succeeded by Larry Culp, who was appointed lead outside director in June. GE stock, which had fallen 50% since 
Flannery took over the company, rose on the news.  

– Ian Reed announced that he would step down as chief executive of pharmaceutical giant Pfizer at the end of the year.  
He will be succeeded by Albert Bourla, now the chief operating officer.  Earlier this year, Pfizer reversed its decision to 
raise drug prices after public criticism from U.S. President Donald Trump.  

– E-commerce giant Amazon announced it will raise the minimum wage for its US and UK employees to $15 per hour and 
9.50 pounds per hour, respectively.  The U.S. minimum wage will exceed that of any state.  Amazon CEO Jeff Bezos 
said he had listened to critics of the company’s employment policies. The higher wage will also help the company attract 
workers in the tighter U.S. employment market.   The company employs some 575,000 workers worldwide.  

– Embattled Barnes & Noble Inc. is considering selling the company amid revived interest in the bricks and mortar 
bookseller, the company said.  The board will form a special committee to evaluate the company’s strategic options, after 
years of sales declines in competition with e-commerce bookselling platforms.  

– Tencent Music Entertainment Group, the music-streaming unit of Chinese tech giant Tencent, applied for a U.S. IPO 
Tuesday.  The company’s filing with the Securities and Exchange Commission said it is seeking to raise $1 billion, 
though that amount could change.  

– Wholesale retailer Costco reported stronger than expected revenues in its fiscal fourth quarter, but higher wage costs 
meant that earnings where only in line with analysts’ expectations. Sales rose to $44.41 billion in the quarter ended 
September 2, up 5% from a year earlier, and above expectations for $44.37 billion. Profit rose 13.5% to $1.04 billion, or 
$2.36 per share, in line with expectations.  

UK 

– London stocks fell last week, as Brexit worries continued.  The FTSE 100 dropped 1.35% on Friday and fell 2.55% on the 
week to finish at 7,318.54. 

– The IPO of carmaker Aston Martin got of a weak start last week, with shares down 5% on its first day of trading on 
Wednesday, even though the shares were priced at the low end of its initial IPO range.  

– Japanese bank Nomura is in advanced talks to move some of its London operations to Paris after Brexit, the Financial 
Times reported. The bank wants to have a continental presence for clients who want to borrow from an EU counterparty 
rather than continuing to deal with its London hub.  Nomura employs about 2,300 people in London.   
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– Consumer products giant Unilever reversed its plan to move its headquarters to the Netherlands because of Brexit.  The 
company came under intense pressure from major shareholders not to make the move, because the company’s stock 
would have dropped out of the FTSE 100 stock index, forcing several large mutual funds to sell their shares.  

– Toyota warned that it would have to close its UK auto assembly plant for an indefinite amount of time if there is no trade 
agreement with the European Union after Brexit because it would be unable to source necessary parts.  The plant 
employs 2,500.  Toyota is the latest manufacturer to warn about the consequences of a no-deal Brexit.  

– Royal Dutch Shell PLC and its partners announced an agreement to invest in a multi-billion dollar liquefied natural gas 
plant in western Canada, which will be a major conduit for shipping North American natural gas to Asia.  The LNG 
Canada consortium -- which includes Shell, Malaysia’s Petroliam Nasional Bhd, Mitsubishi Corp., PetroChina Co., and 
Korea Gas Corp – confirmed they plan to invest C$40 billion (US$31 billion) in the project.  Construction will start 
immediately and is expected to be completed in the middle of the next decade.  

– The annual loss in the European operations of shared office provider WeWork rose last year to 32 million pounds, triple 
the year-earlier shortfall, even as revenues for the UK alone doubled to 118 million pounds, as the firm continued its 
rapid expansion.  WeWork increased the number of its UK sites to 20 and its membership to 23,000.  

– Shares in retail property landlord Intu Properties rose sharply Friday on a report that its largest shareholder, billionaire 
John Whittaker, was considering taking the firm private. Whittaker’s Peel Group confirmed that it is in talks with Saudi 
Arabia’s Olayan Group and Canadian asset manager Brookfield Property Group on taking over the Intu.  

– Shares in peer-to-peer lending platform Funding Circle dropped on Tuesday in their first day of trading.  They recovered 
somewhat on Wednesday but remained below the initial offering price.   

Europe (ex. UK) 

– European stocks fell last week on concerns about weaker growth and global trade concerns. The Eurofirst 300 dropped 
0.86% on Friday, pulling the index down 1.67% on the week to end at 1,478.41. 

– The U.S. Department of Justice is conducting a criminal investigation into the 200-billion-euro money laundering scheme 
run through the Estonian branch of Danish lender Danske Bank, the company announced Thursday.  Observers expect 
the probe to result in a multi-billion dollar fine for the bank.  The bank fired chief executive Thomas Borgen on Monday 
after it was disclosed that he ignored warnings about the Estonian branch.  

– Generali Real Estate, a unit of the Italian insurance company, bought a 565-million-euro retail estate portfolio from 
troubled French retailer Casino. Generali bought 55 Monoprix retail sites in a sale and leaseback transaction, with 
Casino paying 27 million euros per year in rent, a 4.8% return for Generali.  The sale is part of Casino plan to dispose of 
1.5 billion euros of non-core assets that the retailer unveiled in June.  

– Shares in Norsk Hydro dropped on Wednesday after the company announced it would halt production at its giant 
alumina refinery in Brazil.  The plant has been running at only 50% of capacity for a year due to a long-running 
environmental dispute with the Brazilian government.  

– Spanish oil and gas company Cepsa will float on the Madrid exchange later this month, seeking to raise up to 2 billion 
euros. The IPO is the biggest for an oil company in a decade.  Cespa is owned by Abu Dhabi state investor Mubadala, 
which will sell a 25% stake in the company, valuing the company at about 8 billion euros.  

Japan 

– Tokyo stocks fell declined last week, after reaching their highest level in nearly 27 years on Monday, on trade worries.  
The Nikkei 225 Index fell 0.80% on Friday and 1.39% for the week.  

– Toyota Motor Corp. and Softbank Group Corp. agreed to an alliance to develop self-driving car services, the companies 
announced Thursday.  The two companies will jointly develop a platform to operate self-driving vehicles that can be used 
as mobile shops, hospitals and other services in the future.  The move shows that the competition in self-driving vehicles 
is heating up and that even large companies want to share the costs of speculative ventures.  

– Honda Motor Corp. agreed invest $2.75 billion in General Motor’s self-driving car unit, GM Cruise Holdings, the 
companies announced Wednesday.  Under the deal, Honda will buy a 5.7% share of the unit for 750 million and 
contribute another $2 billion to the project over the next 12 years.  

– Softbank Group Corp. is close to investing an additional $500 million into southeast Asian ride hailing app company 
Grab, after the Singapore-based company announced it was planned to raise $1 billion by the end of the year, the 
Financial Times reported Friday.  Grab has already raised $2 billion so far this year, including $1 billion from Toyota 
Motor Corp. announced in June.  The additional Softbank investment would take Grab’s total fundraising to $6.5 billion, 
valuing the company at about $12 billion.  
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Asia-Pacific (ex. Japan) 

– Chinese stock markets were closed last week for the week-long National Day holiday.  
– Hong Kong stocks fell 0.19% on Friday and 4.38% for the week to close at 26,572.57, as trade tensions continued to 

weigh on sentiment. The market was closed Monday for the National Day holiday. Shares in computer maker Lenovo 
and telecom giant ZTE dropped sharply Friday after Bloomberg’s report about spy chips being installed on server 
motherboards, even though neither company was cited in the report.  

– Taiwan’s Taiex Index fell 1.88% on Friday and 4.44% for the week to 10,517.12, on continued trade concerns.   
– South Korean stocks fell 0.31% on Friday and dropped 3.22% on the week to close at 2,267.52.  Samsung Electronics 

predicted record profits in the third quarter based on strong memory chip sales, defying predictions its earnings had peaked.  
– Singapore stocks fell 0.67% on Friday as trade tensions continued to weigh on market sentiment. The Straits Times 

Index fell 1.45% on the week to close at 3,209.72.  

Emerging Markets 

– Brazil stocks fell 0.76% on Friday but still rose 3.75% on the week, ahead of Sunday’s presidential election. The Bovespa 
closed at 82,321.52.   

– Mexican stocks fell 1.29% on Friday, with the IPC dropping 2.93% for the week to end at 48,052.85, as economic 
concerns continued.    

– Indian stocks fell 2.25% on Friday after the government’s surprise announcement Thursday that it would cut gasoline and 
diesel prices hurt the outlook for energy firm profits. The BSE 30 fell for the fifth week in a row, down 5.11% to 34,376.99. 
The index suffered its worst weekly drop since the week of February 11, 2016.  

– Russian stocks fell 0.12% on Friday and 2.74% on the week to settle at 1,159.33, even though the price of oil rose.  

Alternative Assets 

– Crude oil prices were little changed Friday on signs of tightening supply, increasing for the second month in a row to a 
four-year high. The November West Texas Intermediate contract one cent on Friday to $74.34 per barrel and was up 
1.5% on the week. The December Brent crude contract, used to price international oils, fell 0.5% on Friday to $84.16, up 
1.7% on the week.  Both WTI and Brent prices increased for the fourth week in a row.  

– Gold prices rose on Friday on some weakness in U.S. unemployment data. December gold rose 0.3% on Friday and 
0.8% on the week to settle at $1,205.60 per troy ounce.   

Fixed Income 

US 

– The yield on benchmark 10-year U.S. Treasuries rose sharply to 3.2328% at the end of the week, a seven-year high, 
from 3.0612% at the previous week’s close, as the market re-evaluated the U.S. growth outlook and the risks of inflation.    

– Federal Reserve Chairman Jay Powell said Tuesday the Federal Reserve needs to continue gradually raising interest 
rates to balance both upside and downside price risks at a time when unemployment is sub-4% and yet inflation remains 
puzzlingly tame. Economic growth is forecast to stay above its longer-run level while unemployment is expected to drop 
to 3.5% from the current 3.9%, already below economists' estimate of its natural rate. Yet inflation is not seen rising 
much above 2%, Powell said in a speech. But rather than concluding that the Phillips Curve relationship between tight 
labor markets and higher inflation is broken, Powell argued that "many factors, including better conduct of monetary 
policy over the past few decades, have greatly reduced, but not eliminated, the effects that tight labor markets have on 
inflation." He credits the Fed's recognition of the importance of anchoring inflation expectations at 2% for "breaking 
inflation's momentum" when economic conditions change but acknowledged that economists may not fully understand 
why the Phillips Curve has evolved the way it did over the past decades. The Fed takes seriously the two-sided risk that 
inflation could rise faster than it has and that inflation expectations could drift lower, as it had appeared to do for the past 
five years until this summer. Removing accommodation too quickly could needlessly foreshorten the expansion. Moving 
too slowly could risk rising inflation and inflation expectations," Powell said in a speech prepared for a Boston economists 
conference. “Our path of gradually removing accommodation, while closely monitoring the economy, is designed to 
balance these risks." 

– The September employment report released Friday was softer than expected, with nonfarm payrolls up 134,000 
compared with the 188,000-increase expected by analysts.  The unemployment rate fell to 3.7% in September, the 
lowest rate since 1969, from the 3.9% rate posted in August, hourly earnings were up 0.3%, and there was a large 
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87,000 net upward revision to payrolls in the previous two months, showing strength outside of the weak headline 
number. There was an indeterminate impact from Hurricane Florence, which occurred late in the survey week. The 
response rate for both surveys were within normal ranges. 

– The value of new factory orders rose 2.3% in August, slightly above the 2.2% increase expected by analysts in an MNI 
survey, data released by the Commerce Department Thursday morning showed. Durable goods orders were revised 
down slightly to a 4.4% gain from the 4.5% increase reported in the advance estimate. Nondurable goods orders rose 
0.2% on gains in beverages and paper. Nondurable goods new orders are equivalent to nondurable goods shipments in 
this report. Factory orders excluding transportation were up 0.1% in the month following a 0.1% gain in July, continuing 
the string of gains that stretches back virtually uninterrupted for most of the past two years. Durables orders excluding 
transportation were revised down to a flat reading from the 0.1% gain in the advance report. In addition, unfilled orders 
were +0.9 in August, showing steady demand for products. 

UK 

– The yield on 10-year Gilts also rose sharply, to 1.7220% at the end of last week from 1.5730%, in sympathy with U.S. 
increases.  

– UK services sector activity slowed moderately in September but remained robust, sitting above the 2018 average level, 
the IHS Markit/CIPS survey released Wednesday showed. The IHS Markit/CIPS UK Services Purchasing Managers' 
Index (PMI) fell 0.4 points to 53.9 in September from 54.3 in August, slightly below the MNI median of 54.0. The rise 
marked the 26th successive month the headline index is above the 50-mark, the line delineating between expansion and 
contraction. The headline index was again underpinned by strong growth in both business activity and incoming new 
work, albeit at a slower rate than in August. Improving business conditions also underpinned employment growth, which 
outperformed August, rising at the fastest pace in six months. According to the IHS Markit/CIPS report, some survey 
respondents continued to note Brexit concerns among clients, along with heightened economic uncertainty as the key 
factors constraining growth. In August, business confidence for the year ahead dropped to its lowest level since March 
due to Brexit-related uncertainty. This uncertainty continued to be a factor and resulted in tighter budget setting among 
clients despite resilient demand. 

– UK house price inflation moderated in September, with year-on-year growth dropping down to 2.5% from 3.7%, 
according to data from Halifax, the UK's leading mortgage provider.  The more volatile monthly numbers showed house 
price growth declining by 1.4% in September. On a quarterly basis, house prices rose 1.8% in the July-September period 
relative to April-June. "We are seeing a steadying in house price inflation across these more stable measures. This is set 
amongst mortgage approvals and completed house sales remaining broadly unchanged, although a gradual pickup in 
wage growth has helped to support household finances," said Russell Galley, Managing Director at Halifax Community 
Bank. The number of homes for sale continues the trend of being low, with 2018 seeing the lowest recorded number of 
homes for sale for any year in the past decade, the Royal Institution of Chartered Surveyors' (RICS) monthly report 
showed. The Halifax data mirrored data released by the Nationwide earlier in the week, which showed UK house prices 
higher by 2.0% y/y. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to 0.5730% last week 0.4700% at the previous week’s close.   
– Factory orders in Germany, Europe's largest economy, rebounded strongly in August after two consecutive monthly 

declines. Orders rose by 2.0% m/m following unrevised drops of 0.9% in July and 3.9% in June. Monthly declines in all 
but two months since the start of the year mean that orders are still down 4.6% year-to-date and 2.1% on the year. 
Nevertheless, they remain at robust levels - comfortably above both series and recent averages, following a stellar 
performance in 2017. The sectoral details show an exact reversal of the pattern in July. Intermediate goods orders, which 
were the only source of strength in July, fell back in August, albeit only by 0.1% m/m. Investment and consumer goods 
more than made up for their July declines, rising by 3.4% and 2.1% respectively. While domestic orders fell back by 2.9% 
m/m after a 2.4% rise in July, foreign orders rose by an impressive 5.8% m/m (after -3.4% in July). The breakdown 
shows that this was powered entirely by non-Eurozone demand. While Eurozone orders fell back by 2.2%, those coming 
from outside the currency bloc surged by 11.1% m/m - the strongest monthly gain since July 2014. 

Japan 

– The yield on 10-year Japanese government bonds rose to 0.1550% at the end of last week from 0.1300% at the previous 
week’s close as the Bank of Japan continued to allow slightly higher yields.  

– The Bank of Japan's quarterly Tankan business survey for September, released Monday, showed business sentiment 
lower for the third straight quarter, hit by increasing concerns over the global economy and rising raw material costs. 
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Looking ahead, sentiment among major companies is expected to be flat three months ahead, although many sectors 
are expected to fall further on jitters over protectionist U.S. trade policies. Labor shortages in Japan are also pushing up 
costs, adding to supply constraints.  On the plus side, business investment plans remain solid for fiscal 2018 as many 
firms are seeking to ease production capacity constraints and firms are absorbing high costs through increased 
productivity.  The diffusion index for sentiment among major manufacturers fell to +19 in September from +21 in June, 
weaker than the MNI survey median forecast of +21. The index is projected to be unchanged at +19 in December. The 
sentiment index for major non-manufacturers fell to +22 in June from +24 in June, in line with the MNI survey median 
forecast. The index is projected unchanged at +22 three months ahead. Business investment plans by major firms, the 
key to a pickup in domestic demand, are projected to rise 13.4% on year in the current fiscal year, revised down slightly 
from +13.6% seen in the June survey and below the MNI survey median economist forecast for a 14.2% rise.  

– Japan's real average household spending rose 2.8% on year in August, thanks to higher spending on transportation and 
communication as well as on education, data released Friday by the Ministry of Internal Affairs and Communications 
showed. The August result outpaced the MNI median economist forecast which looked for a 0.4% fall. On the month, real 
average household spending rose 3.5% in August, the first m/m rise in two months following a fall of 1.1% in July. The 
average real income of households with salaried workers fell 0.6% on year, marking the second straight drop after a 
1.6% drop in July. 

– Average wage growth in Japan slowed in August on shorter overtime working hours and the end of the June/July bonus 
payments, preliminary data released Friday by the Ministry of Health, Labour and Welfare showed. Total monthly 
average cash earnings per regular employee in Japan rose 0.9% on year to Y276,366 in August, posting the 13th 
straight year-on-year rise following a 1.6% gain in July and a 3.3% gain in June.  In real terms, average wages fell 0.6% 
on year in August for the first year-on-year drop in four months. The recent weak trend comes on the back of the rising 
cost of living. The total CPI minus imputed rents rose 1.5% on year in August, accelerating from 1.1% in July.  Base 
wages, the key to a steady recovery in cash earnings, rose 1.4% in August from a year earlier, the 17th straight year-on-
year rise after rising 1.0% in the previous month. Overtime pay rose 1.0% on year in August, the 10th straight y/y rise 
after rising 1.6% in July. Bonuses and other special pay fell 7.4% from a year ago, the first drop in fourth months, 
decelerating from +2.8% in July and +6.3% in June. This category is seen as a volatile, fluctuating wildly. 

– The Bank of Japan's quarterly consumer survey released Friday showed sentiment fell from three months ago, judging 
from income and business conditions amid the rising cost of living. The BOJ's consumer sentiment diffusion index for the 
current climate fell 3.4 points to -13.3 in September, after rising 2.5 to -9.9 in June. It was the first drop in two quarters. 
More people said income and business conditions worsened from a year earlier. The consumer sentiment outlook index 
projecting conditions a year ahead marked the second straight drop, down by 0.5 points at -17.1 in September after 
falling 1.4 points to -16.6 in June.  The BOJ survey also showed that the percentage of respondents expecting prices to 
rise in the next year stood at 76.0% in September, down from 77.4% in June. Just 2.2% of those responding said prices 
would fall in the next year, up from 1.7% three months earlier. Those saying prices would be little changed 12 months 
ahead rose to 20.9% from 20.3%. The median CPI forecast stayed at +3.0%. 
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