
Weekly Market & 
Economic Update

16 November 2009*Equity markets dominated by liquidity events

For further information 
please contact: 
Henderson Press Office 
020 7818 4222
pressoffice@henderson.com

*All data to week ending 13 November 2009 
unless otherwise stated

NEWS
• Global equities finished higher for the second week running on the 

back of generally better-than-expected economic data, an 
improvement in top-line US corporate earnings growth and investor 
realisation that global monetary policy is likely to remain as loose as 
economic conditions will warrant.

• Markets were dominated by liquidity events, notably capital raisings 
and takeovers.

• The Bank of England (BoE) published its Quarterly Inflation Report 
(QIR); despite forecasting a return to target for inflation toward the 
end of its forecasting period, the BoE also predicted that inflation will 
be below target during its monetary-policy relevant horizon, even 
after adjusting for the additional £25bn of quantitative easing that it 
has decided to engage in. 

• Global emerging market (GEM) growth remains robust, although 
regional divergences, which developed earlier in the cycle, have
become more pronounced as each quarter has passed.

VIEWS
• The global recession ended during the third quarter of 2009. Low

interest rates, falling inflation and a stabilising labour market should 
allow growth to continue to improve into 2010. Global growth may
struggle to reach trend rates until 2011.

• Headline prices are expected to continue to deflate for most of 
2009. If sustained, the rise in the oil price could bring forward a 
return to positive headline inflation.

THIS WEEK
• President Obama’s visit to China this week will be a key event, with 

a focus on the renminbi. The market is speculating that the Chinese 
authorities may allow the currency to appreciate. 

• Fed Chairman Bernanke’s speech on the economic outlook on 
Monday may give an indication of the evolution of Fed policy.

Source: Datastream, Henderson Global Investors, as 
at 13 November 2009
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MACRO
Global equities finished higher for the second week running on 
the back of generally better-than-expected economic data, an 
improvement in top-line US corporate earnings growth and 
investor realisation that global monetary policy is likely to remain 
as loose as economic conditions will warrant. This last point was 
driven home during the BoE’s press conference following the 
release of its QIR.

Despite forecasting a return to target for inflation toward the end 
of its forecasting period, the BoE also predicted that inflation will 
be below target during its monetary-policy relevant horizon, 
even after adjusting for the additional £25bn of quantitative 
easing that it has decided to engage in. This, combined with 
Governor King’s relatively dovish remarks during the press 
conference and the fact that the pace of gilt purchases is now 
slowing, provided a mixed message to investors. 

Gilts finished the week marginally weaker following the QIR as 
the market struggled to interpret the BoE’s message. Royal 
Institute of Chartered Surveyors data showed that UK house 
prices continued to rise in October on increased demand, but 
little available supply of houses for sale. A British Retail 
Consortium survey also showed that like-for-like retail sales 
growth accelerated in October to 3.8% year-on-year versus 
2.8% the previous month.

A preliminary estimate showed that Eurozone growth 
accelerated during Q3 to 0.9% quarter-on-quarter, from a 
revised 0.5% the previous quarter. As this is the first estimate, 
no breakdown of growth is provided. However, commentary on a 
number of national statistics websites seems to indicate that 
exports and fixed capital formation were the primary drivers of 
growth, with a restocking of inventories also contributing 
positively. 

Global emerging market (GEM) growth remains robust, although 
regional divergences, which developed earlier in the cycle, have
become more pronounced as each quarter has passed. Having 
fallen the most, Emerging Asia has exhibited the strongest 
rebound, led by China’s government support-fuelled growth. 
Africa and the Middle East held up relatively better than other 
GEMs and have not experienced as sharp a rebound as others. 
Latin America has had more modest gains as a region, weighed 
down by a sluggish Mexican economy. Eastern Europe has 
been a major laggard as a number of countries within the region 
continue to undergo sharp current account adjustments, which 
have crunched growth.

BONDS & CURRENCIES
Gilt yields fell (prices rose) last week, following the mixed 
messages from the BoE. In the US, treasury prices rose at the 
end of the week, despite new supply being issued to the market. 
Investors expect US yields to rise into 2010 as further new 
supply is issued. Unsurprisingly, the dollar was once again 
centre-stage in the currency markets, effecting a surprise rally 
on Thursday from a 15-month low, following supportive 
statements from US Treasury Secretary Geithner. The 
greenback fell back at the end of the week as a report showed 
the Eurozone emerged from the worst recession since WW2, 
which encouraged investors to buy higher-yielding assets. 

COMMODITIES
Gold continued to shine amongst commodities, hitting a record 
$1,123 before slipping back to end the week up 2% at $1,116. 
Oil slipped back on news that US consumer sentiment had 
unexpectedly weakened and stock piles had increased. Copper 
prices rose on the weaker dollar, which fuelled demand for the 
metal as an alternative investment. Copper prices have more 
than doubled this year as China, the world’s biggest metal user, 
boosted imports in the first half. 

Bond Indices 6 Nov 13 Nov % cge

FTA Government Stocks 2290 2303 0.6

FTA Index-Linked 2471 2491 0.8

JP Morgan Global Govt Bond Index 528 529 0.2

10-year Bond Yield (%) 6 Nov 13 Nov Forecast 
Dec 2009*

UK 3.89 3.80 4.0

US 3.50 3.42 4.0

Eurozone 3.36 3.38 3.9

Japan 1.45 1.35 1.8

Other 6 Nov 13 Nov Forecast 
Dec 2009*

Interest Rates (%)

UK 0.50 0.50 0.50

US 0-0.25 0.25 0-0.25

Eurozone 1.00 1.00 1.00

Japan 0.10 0.10 0.10

Currencies & 
Commodities

6 Nov 13 Nov Forecast 
Dec 2009*

£/€ 0.90 0.89 0.73

$/£ 1.66 1.67 1.72

$/€ 1.49 1.49 1.25 

¥/$ 89.8 89.7 108

Oil (Brent crude $/barrel)
Gold ($/Troy oz)

75.5
1090

75.5
1116

N/A
N/A

GDP Growth % 2008 2009* 2010*
US 1.1 -2.2 0.7

Japan -0.7 -4.5 1.0

Eurozone 0.7 -3.0 0.5

UK 0.7 -2.9 0.6

G7 0.6 -2.9 0.7

Asia ex Japan 6.4 2.0 4.0

World 2.0 -1.0 1.0

Inflation % 2008 2009* 2010*
US 2.3 0.0 1.0

Japan 1.4 -2.0 -0.5

Eurozone 3.3 -0.3 1.7

UK 3.6 -1.0 1.5

G7 3.1 -0.6 1.8

Asia ex Japan 6.5 0.9 2.7

World 4.7 0.0 2.4

ECONOMIC DATA

* Henderson Global Investors’ Fixed Income team forecast as at 13 November 2009

Source: Datastream, Henderson Global Investors, as at 13 November 2009
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UK EQUITIES
UK equities enjoyed another round of gains last week with the 
FTSE 100 rising 3.0% to a 14-month high in a market 
dominated by liquidity events, notably capital raisings and 
takeovers. Takeovers have been increasing as government 
stimulus measures help to ease credit markets; so far this 
month, $125bn of acquisition deals have been announced, 
compared with $67bn in the whole of November 2008, 
according to Bloomberg data. 

The big news of the week was the confirmation of $7bn merger 
terms between British Airways and Iberia to create the world’s 
third largest airline by revenue. Both stocks rose on the news –
BA was up 9.2%, and Iberia 7.5%. Also on the M&A theme, 
Kraft launched a hostile bid for Cadbury, which was promptly 
rejected.

Heavyweight bank HSBC (+8.5%) was a strong performer as 
traders speculated that it may increase its dividend following 
good Q3 results. The energy sector benefitted from BofA-
Merrill Lynch raising its crude oil price forecast to $85 a barrel 
for 2010, while miners were higher on the back of further 
increases in commodity prices, with the sector up 6.0%, 
despite some weakness at the end of the week. Real estate 
stocks were on investors' wanted lists, in anticipation of good 
earnings from British Land this week. British Land rose 8.9%, 
Hammerson rose 7.4% and Land Securities moved up 5.8%.

Mid and small caps: resources stocks dominated the 
headlines in the sector; Allied Gold’s takeover offer for 
Australian Solomons Gold went unconditional, giving the miner 
49% of the business, while Uruguay Mineral Exploration and 
Canada’s Fortune Valley Resources completed their merger. 
D1 Oil jumped 78.0% on news of a takeover bid. Elsewhere, 
Syntopix (+2.0%) rallied after reporting positive phase 2 results 
for its acne skin remedy, while Cryptologic (online betting and 
gaming software) fell 10.4% after reporting disappointing Q3 
results.

OVERSEAS EQUITIES
European markets: European stocks rose for a second week 
after the Group of 20 nations agreed to maintain stimulus 
efforts and quarterly earnings beat expectations; the Dow 
Jones EuroStoxx rose 2.7%. Big risers in the week included 
French bank Credit Agricole (+7.3%), and Holcim (+8.2%), the 
world’s second-biggest cement maker, after both reported 
better-than-expected Q3 net income figures.

Elsewhere, Allianz, Europe’s largest insurer, jumped 5.8% after 
reporting Q3 net income almost doubled (excluding the sale of 
Dresdner Bank), and Cookson Group surged 15.8% after the 
company said it expects trading profit for the full year to be 
“around the upper end” of analyst estimates. 

On the downside, biotech company Genmab plummeted 
24.3%, after Credit Suisse lowered its recommendation to 
“underperform” from “neutral” because of a reduced peak sales 
forecast for its Arzerra leukemia treatment. BofA-Merrill Lynch 
also reduced its share-price target for the company. In the auto 
sector, Volkswagen preferred shares dropped 12%, the biggest 
drop in a year, after Credit Suisse and Goldman Sachs said 
they sold 25 million preferred Volkswagen shares that were 
controlled by Qatar Holding LLC through options contracts. 

MARKET DATA

Equities 6 Nov 13 Nov % cge

UK - FTSE All-Share 2634 2713 3.0

UK - FTSE 100 5143 5296 3.0

UK - FTSE 250 9083 9374 3.2

UK - FTSE Small Cap 2779 2825 1.7

Eurozone - DJ Euro Stoxx 262 269 2.7

US - S&P 500 1069 1093 2.3

US - Nasdaq 2112 2168 2.6

Japan - Topix 874 867 -0.8

Hong Kong - Hang Seng 21830 22554 3.3

MSCI Emerging Markets (US$) 936 963 2.8

Consensus EPS Growth % 2009* 
(yoy)

2010*
(yoy)

2011* 
(yoy)

US -4.9 23.8 22.3

Japan n/a 95.7 27.3

Eurozone -25.6 26.9 22.5

UK -34.0 25.6 23.5

Asia ex Japan -3.0 21.3 20.1

MSCI Emerging Markets US$ -5.3 27.5 21.2

Price-to-forward earnings ratio

Source: Datastream, Henderson Global Investors, as at 13 November 2009
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BA and Iberia cleared for take-off
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US markets: stocks climbed for a second week, shrugging off 
a surprise drop in US consumer confidence. The S&P 500 
climbed 2.3%, while the Dow Jones rose 2.5%. Data from the 
University of Michigan showed that US consumer sentiment fell 
in early November to its weakest in three months. Many 
companies reported figures that beat analysts’ expectations 
including WalMart and Walt Disney. Walmart gained 3.8% after 
announcing that Q3 profits rose 3.2%, helped by inventory 
reductions and a forecast of higher full-year profits. Disney 
climbed 6.6% after beating expectations for both profit and 
sales. 

Raw-materials producers rallied 4.2%, led by Dow Chemical 
(+15%); the company’s acquisition of Rohm & Haas Co. in 
April allowed it to gain specialty materials used in electronics
and paints, and to eliminate overlapping functions to reduce 
costs in the merged company. Newmont Mining, the biggest 
US gold producer, added 4% as gold climbed to record levels. 
Elsewhere, MBIA, the world’s largest bond insurer, fell 18%, 
the steepest retreat in the S&P 500, after posting a worse-
than- expected loss of $3.50 a share, as results were affected 
by “continued weakness in the US housing market and the 
economy”. 

Asian markets: Asian stocks reversed losses of the previous 
week, with the MSCI Asia Pacific Index moving up 1.0%. This 
was despite a fall in shares on Friday on the back of declines 
in commodity prices. 

Earlier in the week, there was positive economic news in 
Japan when core machinery orders – an important leading 
indicator of capex in Japan – rose 10.5% month-on-month in 
September, considerably better than market consensus 
(4.1%). Machinery-related stocks, Sumitomo Heavy Industries 
(+0.5%) and Sumitomo Mitsui Financial (+2.5%) rose on the 
news. 

Source: Datastream, as at 13 November 2009

The magic of Disney

Yet the news failed to stir the overall market, with the Nikkei 
finishing the week flat at -0.2%. The market has fallen 11% 
since the new government was elected on 30 August. 
Investors seem to lack confidence that the new 
government can revive growth as demand has slumped and 
the strong yen is hitting exports. 

Elsewhere, other Asian markets were more mixed; in Hong 
Kong, takeover speculation and good results from HSBC 
Holdings (+8.9%), spearheaded a 3.3% rise in the Hang Seng 
index. China Construction Bank was said to be trying to buy a 
large stake in broker Taifook Securities in order to increase its 
exposure to the retail market. 

In China, the Shanghai Composite index managed to rise 
0.8%, boosted by an upbeat outlook for the economy and 
company earnings. Press sources quoted Fan Jianping, chief 
economist with the State Information Centre, as saying that 
China's economic recovery was exceeding expectations and 
that full-year growth would be about 8.3%. 

Week ahead Consensus

Monday 16 
November

QUARTERLY RESULTS : Atlas Estates
INTERIMS: ASOS, Cranswick, Majestic Wine, Robert 
Wiseman, Workspace Group 
ECONOMICS: Eurozone: Core CPI (Oct, yoy)
US: Fed Chairman Bernanke on the economic outlook
US: Business inventories (Sep) Businesses continue to trim inventories

Tuesday 17 
November

INTERIMS : Big Yellow Group, British Land Co, Burberry 
Group, Imaginatik, Intelek, Oxford Instruments, VT 
Group 
ECONOMICS: UK: CPI (Oct, yoy)
UK: RPI (Oct, yoy)

Stronger petrol outweighs weaker core
Less house price deflation

Wednesday 18 
November

QUARTERLY RESULTS: MirLand Development 
Corporation, New World Resources 
INTERIMS: Experian Group, Land Securities Group,
Mothercare, UK Mail Group 
ECONOMICS: UK: Bank of England minutes
Japan BOJ rates decision
US Consumer price index (Oct, mom)

No change expected
Index expected to rise due to higher food and energy prices

Thursday 19 
November

INTERIMS: FFastFill, London & Stamford Property, 
National Grid, Plastics Capital, SABMiller, Scapa Group, 
Young & Co's Brewery 'A' 
ECONOMICS: UK Retail sales (Oct, mom and yoy) 
US: Initial jobless claims (14 - Nov)

Firmer growth expected
Continue to moderate

Friday 20 
November

INTERIMS : Fuller Smith and Turner 
ECONOMICS: Hong Kong CPI (Oct, yoy) Inflation pressure remains modest
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