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NEWS

• A rush to safe haven buying and a return of risk aversion was the focus of 
investor attention last week. UK stock markets were down most of the 
week and ended almost flat. European stocks were in decline four out of 
five days and in the US, economic data, implications of ultra low interest 
rates, developments in the Greek debt situation and a blizzard in New 
York weighed on stock prices.

• Investors awaited developments in the Greek debt drama whilst trying to 
digest the implications of ultra-low interest rate policies.

• Fed Chairman Ben Bernanke had soothing comments for the markets as 
he told Congress that a weak labour market and low inflation would justify 
“exceptionally low” levels of the Fed funds rate for an “extended period”.

• GDP figures for the last three months of 2009 were revised moderately 
upwards in the US and in the UK. The Chicago Purchasing Managers
Index in February was also up more than anticipated at 62.6, the highest 
level since 2005.

• The Greek debt troubles continued to dominate, with the price of Greek 
government bonds fluctuating wildly on concerns and uncertainty over 
whether the country will be able to borrow from the capital markets next 
week. Meanwhile, Germany’s largest banks started to explore rescue 
plans to buy Greek debt backed by guarantees from Berlin.

VIEWS
• Improving economic growth, rising inflation, normalising interest rates and 

heavy issuance will likely send government bond yields higher in 2010.

• The dollar could continue to appreciate on the back of solid US data 
during the first half of 2010, but the path of least resistance for the dollar 
remains down in the longer term. Despite an attractive valuation, sterling 
will struggle against most G10 and emerging market currencies until there 
is more clarity on the UK government’s fiscal position.

• We believe the equity market rally will continue during the first half of 2010 
on the back of positive earnings growth and continued positive surprises 
in both industrial production and household consumption.

THIS WEEK
• The Bank of England (BoE) and European Central Bank (ECB) are both 

due to announce their decisions on key lending rates. Neither is expected 
to raise rates. 

• US non-farm payroll and unemployment figures for February are due on 
Friday and could give the markets some direction as investors filter 
through the key report. Non-farm payrolls will be the main focus as job 
losses continue to give investors reason to question the sustainability of 
the economy's recovery.

• In the Greek debt situation, markets will be focussing on the possibility of 
a 10-year bond issue by the Greek government. 

Source: Datastream, Henderson Global Investors, as 
at 15 February 2010, monthly series

Confidence dips as consumers see only 
gradual recovery in jobs
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MACRO
Fed Chairman Ben Bernanke had soothing comments for the 
markets this week as he told Congress that a weak labour market 
and low inflation would justify “exceptionally low” levels of the Fed 
funds rate for an “extended period”.

US GDP figures for Q4 2009 showed the economy to be 
expanding at a faster pace than previously thought. The revised 
figure of 5.9%, the biggest rise in six years (versus earlier 
estimates of 5.7%), was driven by positive contributions from 
business investment and inventories, but consumer spending 
was less than originally thought. Separately, a surprise plunge in 
house sales raised concern about the sustainability of this return 
to economic growth, whilst many economists warned that as the 
effects of government stimulus fade, the trend will not be 
sustainable. There was a similar unexpected upward revision to 
growth in the UK for the last three months of 2009 to 0.3% (from
0.1%); however, third quarter figures were revised lower.

Elsewhere, there were falls in US consumer confidence and the 
German IFO business climate index. US consumer confidence 
plunged in February, falling more than 10 points to 46.0, the 
lowest reading since April 2009. Such a low reading is more 
attributable to caution on consumer outlook than to short-term 
influences, but is still a higher reading than February 2009 (25.3). 
Most of the fall in the index was due to lower readings and 
assessments of the jobs and business conditions both now and in 
the future.

On the other hand, the unexpected fall in the German IFO 
business climate index – the first decline in eleven months – is 
more likely to have been because of worst current conditions 
such as the unusually cold winter thus suggesting a rebound in 
the next few months may be likely.

BONDS & CURRENCIES
Government bond markets had to grapple with the developments 
in the Greek saga and the implications of ultra low US interest 
rates. A rush to safe haven buying helped treasuries gain with the 
yield on the 10-year benchmark notes edging down 16bp to close 
at 3.61%.  Benchmark gilt and bund yields experienced the 
same, closing lower (prices up) by 24bp and 18bp, whilst in 
volatile trading, Greek 2-year bonds see-sawed from 5.54% to a 
peak of 6.62% before settling at 6.09% as the country’s debt 
troubles continued and German banks began discussing rescue 
plans to buy the country’s debt with a guarantee from Berlin.

In currency markets, the euro was little changed in the week at 
$1.37, while sterling fell to a new nine-month low against the 
dollar at $1.52 and a four-month trough as measured against a 
basket of its main trading partners. The currency’s decline was 
triggered by growing fears over the health of the economy, 
election uncertainty and implications for taxes and public sector 
employment. The Japanese yen had a good week rising 2.9% 
against the dollar as investor pessimism renewed safe haven 
demand for the low yielding currency. Similarly, safe haven 
demand also buoyed the dollar versus the euro and the Swiss 
franc.

COMMODITIES
Lacklustre recovery in energy demand in the US and Europe has 
kept crude oil prices in a range of $70-80 a barrel since October, 
despite consumption rising in emerging markets - Brent crude 
closed down 0.4% at $76.9 a barrel. Gold prices drifted lower to
close at $1,106 a troy ounce (-1.2%) – as the market feared an 
increase in India’s gold import duties is likely to have adverse 
effects. Sugar prices plunged 11% in the week as countries, 
including Egypt and Pakistan, delayed buying the commodity; 
they are awaiting the arrival of the latest Brazilian sugar cane
crop in late March hoping for a cut in prices. 

Bond Indices 19 Feb 26 Feb % cge

FTA Government Stocks 2263 2295 1.4

FTA Index-Linked 2414 2468 2.3

JP Morgan Global Govt Bond Index 550 568 3.4

10-year Bond Yield (%) 19 Feb 26 Feb Dec 2010*

UK 4.27 4.03 ��

US 3.78 3.61 ��

Eurozone 3.28 3.10 �

Japan 1.33 1.30 �

Other 19 Feb 26 Feb June 2010**

Interest Rates (%)

UK 0.50 0.50 0.50

US 0.25 0.25 0.25

Eurozone 1.00 1.00 1.00

Japan 0.10 0.10 0.10

Currencies & 
Commodities

19 Feb 26 Feb Dec 2010**

£/€ 0.88 0.90 �

$/£ 1.54 1.52 �

$/€ 1.35 1.37 �

¥/$ 92.0 88.9 �

Oil (Brent crude $/barrel)

Gold ($/Troy oz)

77.1

1119

76.9

1106

�

�

GDP Growth % 2009 2010* 2011*

US -2.5 2.9 3.1

Japan -5.4 1.3 1.5

Eurozone -3.9 1.3 1.6

UK -4.7 1.5 2.2

G7 -3.6 2.0 2.2

Asia ex Japan 5.2 7.8 7.4

World -2.2 3.0 N/A

Inflation % 2009 2010* 2011*

US -0.3 2.2 1.9

Japan -1.3 -1.0 -0.3

Eurozone 0.3 1.2 1.5

UK 2.1 2.4 1.7

G7 0.0 1.4 1.5

Asia ex Japan 1.8 3.6 3.7

World 1.4 2.6 N/A

ECONOMIC DATA

Source: Datastream, Henderson Global Investors, as at 15 January 2010, monthly series

�� Strong upward trend

� upward trend

� Little change

� downward trend

�� Strong downward trend

Source: Datastream, Henderson Global Investors,
as at 26 February 2010
* Consensus economics, as at 11 January 2010
** Henderson Interest Rate Team forecast

Durable goods contract in January but growing 
versus 12 months ago
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UK EQUITIES: the FTSE100 index was little changed over the 
week at 5355 (down 0.1%); it had endured several days of 
declines as well-received results from the Royal Bank of 
Scotland and the builders merchant Wolseley were offset by 
declines in both the retail sector and mining and oil stocks, 
which were affected by a stronger dollar hitting commodity 
prices. The index ended the month with a gain of 3.2%.

Banking stocks were buoyed by the expectations of earnings 
results due this week and next. Although the announcement of 
2009 results by the Royal Bank of Scotland boosted 
confidence, Lloyds Banking Group’s announcement of an 
unexpected rise in bad debts for Q4 2009 disappointed. The 
former’s share price rose 9.1% over the week and the latter 
rose just 3.9% having rallied 18% in the previous nine days.  
HSBC’s results are due this week.

In mining, Xstrata and Anglo American lost 5.3% and 2.8% 
respectively, as safe-haven demand for the dollar eroded 
commodity prices. In the retail sector, Debenham’s shares were 
down on concerns over the inclement weather disrupting sales 
(-5.6%). Marks and Spencer’s also came under pressure as a 
research house suggested a radical rethink of strategy was 
needed to get the company back on track (-3.6%).

Blue chip risers included insurers Old Mutual (+4.5%) despite a 
weaker-than-expected forecast from its South African banking 
subsidiary, and Aviva (+3.0%) ahead of its results this 
Thursday. Serco the support services group also beat 
expectations helping its stock jump 5.6%.

Mid and small caps: in mid-caps, Colt Telecom fell marginally 
when it warned on the pace and timing of recovery, but 
Rightmove gained 4.1% on announcing results with a lower-
than-expected tax charge. In the small-cap sector, Liberia-
focused producer of sustainable palm – Equatorial Palm Oil –
made its debut on the AIM market offering its stock at 17.50p, 
the price of which dropped to 15.25p after selling by legacy 
shareholders.  

Petra Diamonds reported a first half profit as it ramped up 
production in a recovering rough diamond market. The stock 
rose 7.3% after selling a 507-carat diamond for $35.3m, about 
$10m more than had been expected. PureCircle, the global 
leader in the production of high purity stevia products,
announced the launch of Natural Sweet Ventures LLC (‘Natural 
Sweet’), a joint venture with between Imperial, one of the 
largest marketers of refined sugar in North America. 
PureCircle’s share price rose 5.0% on the week. And finally, 
Desire Petroleum fell 7.9% as the explorer began drilling in the
Falklands despite politically sensitive issues with Argentina. 

OVERSEAS EQUITIES
European markets: the DJ Euro Stoxx index fell 2.1% over the 
week, dragged down by fears over the downgrade of Greece’s 
credit. The unexpected drop in the German IFO business index 
and US consumer confidence further depressed the markets. In 
the banking sector, Commerzbank lost 6.2% on poor results, 
merger rumours hit the Austrian lender Raiffeisen International 
(-17.0%) and four top Greek banks were downgraded by Fitch, 
sending their shares down. 

Pharmaceuticals, car makers and food producer stocks also 
drove the index lower: pharma company Merck fell 11.6% on 
poor fourth quarter earnings and car makers Daimler, Pirelli and
BMW all fell on speculation that the recovery in the sector was 
far from stable.

MARKET DATA

Equities 19 Feb 26 Feb % cge

UK - FTSE All-Share 2742 2737 -0.2

UK - FTSE 100 5358 5355 -0.1

UK - FTSE 250 9431 9344 -0.9

UK - FTSE Small Cap 2796 2791 -0.2

Eurozone - DJ Euro Stoxx 262 257 -2.1

US - S&P 500 1109 1104 -0.4

US - Nasdaq 2244 2238 -0.3

Japan - Topix 889 894 0.6

Hong Kong - Hang Seng 19894 20609 3.6

MSCI Emerging Markets (US$) 933 935 0.3

Consensus EPS Growth %
2009*
(yoy)

2010* 
(yoy)

2011* 
(yoy)

US 3.2 29.6 20.8

Japan N/A 88.1 25.5

Eurozone -27.5 33.7 23.1

UK -33.3 31.2 24.7

Asia ex Japan 4.1 24.2 16.8

MSCI Emerging Markets US$ 3.4 29.6 19.7

Price-to-forward earnings ratio

Source: Datastream, Henderson Global Investors, as at 31 January 2010

Source: Datastream, Henderson Global Investors, as at 31 January 2010
* Consensus forecast

Source: Datastream, Henderson Global Investors, as at 26 February 2010
Prices are rebased to 100

Source: Datastream, as at 26 February 2010

6

8
10

12

14
16
18

20
22
24

26
28
30

02 03 04 05 06 07 08 09

10

15

20

25

30

35

40

45

50
US (S&P 500)
DJEuroStoxx
UK FTSE Allshare
M SCIAsia Pacif ic-ex-Japan
M SCI emerging
Japan TOPIX (RHS)

10

MARKET DATA

Lloyds’ results disappoint
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Markets returns source Datastream price index for equities, total return for bonds, local market terms. This document has been produced based on Henderson Global Investors' research and analysis and represents our house view. 
The information is made available to clients only incidentally. Unless otherwise indicated, the source for all data is Henderson Global Investors. Any reference to individual companies is purely for the purpose of illustration and should 
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from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. Tax assumptions may change if the law changes, and the value of tax relief will depend upon 
individual circumstances.
Issued in the UK by Henderson Global Investors.  Henderson Global Investors is the name under which Henderson Global Investors Limited (reg. no. 906355), Henderson Fund Management plc (reg. no. 2607112), Henderson 
Investment Funds Limited (reg. no. 2678531), Henderson Investment Management Limited (reg. no. 1795354), Henderson Alternative Investment Advisor Limited (reg. no. 962757) and Henderson Equity Partners Limited (reg. no. 
2606646) (each incorporated and registered in England and Wales with registered office at 201 Bishopsgate, London EC2M 3AE  and authorised and regulated by the Financial Services Authority) provide investment products and 
services.  Telephone calls may be recorded and monitored.

Source: Datastream, Henderson Global Investors, as at 26 February 2010
Prices rebased to 100

US markets: various concerns sent indices ended lower over 
the week with the S&P 500 down 0.4% at 1,104 while the Dow 
Jones Industrial Average Index shed 0.7% at 10,325. Markets 
had to grapple with the implications of a rise in the discount rate 
(announced the previous week), worrying economic data, such 
as lower consumer confidence and higher initial jobless claims, 
and developments in the Greek debt saga. Additionally, 
blizzards in New York at the end of the week resulted in low 
trading volumes amid limited news flow.

However, the banking sector generally fared well: Morgan 
Stanley rose 2.8% and Bank of America gained 4.9%.  JP 
Morgan Chase jumped 4.9% having struck a deal with Lehman 
Brothers to settle some of the bank’s claims in the Lehman 
bankruptcy case. But the announcement that the Fed would 
look into Goldman Sachs’ role in creating currency default 
swaps for Greece hampered its shares, rising only 0.1%. Retail 
shares were in the news mid-week following the release of 
positive fourth quarter earnings, Home Depot and Macy’s rose 
(3.5% and 3.3% respectively) and Target and Sears also made 
small gains, after showing improved profitability, however upon 
the announcement, the former two surged 1.4% and 1.1% 
whereas the latter two fell 1.2% and 1.9% respectively.

Asian markets: Asian stocks had a good start to the week on 
speculation and optimism that a quick bailout solution will be 
found for Greece. But stocks went into decline as confidence 
was dented by the surprise dips in US consumer confidence 
and the German IFO business index fueling fears about the 
strength of the global economic recovery. Adding to investor 
agitation in Asia, China implemented fresh measures to clamp 
down on excessive lending.

Asian markets found their feet by Friday - Japan’s Nikkei 225 
Stock Average rose on stronger-than-expected domestic output, 
but ended the week fairly flat at +0.02%. Toyota Motor Corp 
(+0.9%) began to recovery following the company’s testimony to 
US lawmakers, as some investors began to see the stock as 
undervalued having lost a fifth of its value over the last month on 
its recall crisis. Bargain hunters helped Hong Kong stocks go up, 
the top riser China Unicom gaining 9.1% to a month-high of 
HK$9.29 after Deutsche Bank upgraded the stock to a ‘buy’. 
Anticipation of strong corporate earnings in the coming weeks 
further helped sentiment. The benchmark Hang Seng index rose 
3.6% over the week, with HSBC Holdings its most actively 
traded stock gaining 5.9% ahead of earnings news this week.

Share movements in major US retail shares post 
earnings releases

Week ahead Consensus

Monday 1 
March 

INTERIMS: Allergy Therapeutics, Petmin, Tongaat-Hulett 
FINALS: Access Intelligence, Amlin, ANT, Arena Leisure, British Polythene, 
Hiscox, HSBC Holdings, KazMunaiGaz GDR (Reg S), Kingspan Group, Landkom
International, Pearson, SDL International, WSP Group 
ECONOMICS: Eurozone PMI manufacturing (Feb, final)
Eurozone Unemployment rate (Jan)
UK:  PMI manufacturing (Feb)
US: ISM Manufacturing

No revision expected
Edges up slightly
Strong, but down from an exceptional January

Tuesday 2 
March

INTERIMS: AI Claims Solutions 
FINALS : Admiral Group, Corin Group, Cryptologic Ld, Fresnillo, Futura Medical, 
Goldenport, Hydro International, Informa, IP Group, Jardine Lloyd Thompson 
Group, Keller Group, Meggitt, Pace, Paddy Power, Persimmon, Telit
Communications, Vitec Group
ECONOMICS: Eurozone CPI (Feb, yoy, est)
US: Fed's Beige Book
US: Total Vehicle Sales (Feb) Lifted by rising fleet sales and improving credit conditions

Wednesday 
3 March

INTERIMS: Sportingbet
FINALS: Arriva, Dialight, FBD Holdings, Hydrogen Group, International Personal 
Finance, Just Car Clinics Group, Lavendon Group, LSL Property Services, 
Macfarlane Group, Restaurant Group, RPS Group, Stadium Group, Standard 
Chartered, Taylor Wimpey, Unite Group, Yamana Gold Inc
ECONOMICS: UK PMI services (Feb) 
US: ISM Services
Eurozone: Retail sales (Jan, mom)

Bounce back after poor Jan
Service sector sluggish
Confidence indicators suggest small increase

Thursday 4 
March

FINALS: Aggreko, Aviva, Balfour Beatty, Fiberweb, GalIFOrm, Hardy Oil & Gas, 
Hutchison China Meditech, PartyGaming, Portmeirion, Psion, Robert Walters, 
Spirax-Sarco Engineering, Spirent Communications, Total Produce 
ECONOMICS: UK and Eurozone central bank rates decision

No change

Friday 5 
March

FINALS: Hardy Underwriting Bermuda, Michael Page International, WPP Group
ECONOMICS: US: Non-Farm Payrolls 
US: Unemployment Rate 
US: Consumer Credit
Germany: Factory orders (Jan, mom

Recent bad weather likely to have had negative effect
Unchanged
Reduction in credit demands
Smaller rise than previous month
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