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performance is no guide to future performance. Investors should refer to the 
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details and risks involved. The price of investment products may move ups or 
downs. Losses may be incurred as well as profits made because of buying and 
selling investment products. 
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Economic key points: 

 
 The Fed officially 

unveiled it plans on 

trimming its balance 

sheet, which may have 

little impact on Asian 

equity market.  

 

 Hong Kong stock 

market may under 

pressure in July or 

August 

 

 Emerging Market 

deserves an investment 

in 2017 amid rosy 

futures 
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Fed Balance Sheet Shrinking Impact is Limited, Positive On EM Market 

 

The Fed Officially Unveiled Its Plans On Unwinding Its Balance Sheet 
 

The Fed announced to raise the interest rate by 25 bps to 1%-1.25%, supported by signs 
of confidence in U.S economy. It was the third times increases and the moves followed the U.S 
jobs gains, the improvement of labor utilization, unchanged labor force participation rate and 
unemployment rate down to its lowest level in 16 years. As the job market has strengthened, the 
committee suggested that more U.S interest rate hikes are likely in the future. The Fed also 
unveiled the detailed plans for reducing its balance sheet of USD 4.5 trillion likely starting in 
September or the end of the year. The Fed will gradually reduce its securities holdings by 
decreasing its reinvestments of principal payments of treasury securities and MBS. The initial per 
month is USD 10 billion with the increases for every 3-month intervals and the cap per month is 
USD 50 billion. 
 
The Slow Pace of The Fed Balance Sheet Shrinking May Have Little Impact on Asian 
Equity Market 
 

The Fed quintupled the size of balance sheet since 2009 QE. The slow pace of trimming 
takes at least 4-6 years to reduce half of its balance sheet. The Fed previously mentioned that 
balance sheet trimming of USD 500 billion is equivalent of interest rate hike twice. As the Fed 
trimming is likely offset by ongoing QE of BOJ and ECB, it may have the impact on the market at 
the mid of 2018. What’s more, as the Fed balance sheet trimming also had delayed effect on 
equity market for 1 year based on the previously QE conditions, we have positive outlook for HK 
and China equity market in the long term. 

 
MSCI add China A shares in emerging-markets index, Hong Kong stock market may short 
term under pressure 
 

A shares will next year be included in MSCI’s flagship emerging markets index, obliging 
the estimated $1.6tn of investment funds that track the index to buy the stocks. Those stocks 
would account for just 0.73 percent of the overall MSCI emerging market index at first. But that 
share could grow if China continues to reform its financial markets.  

 
On the other hand, prices of multiple penny stocks under hefty selling nosedived on June 

27, 2017. There was a rumor in the market that the exchange may delist thinly- traded stocks 
which were traded below $1 with inactive transaction to delist to revitalize innovations of small 
enterprises in Hong Kong. However, the exchange denied such rumor and clarified the rumor 
was completely groundless. The aftermath of these news, Hong Kong stock may short term 
under pressure. In Technical analysis, Hang Sang Index’s RSI was divergence. Therefore, Hang 
Sang Index may have adjustment in July or August. The target of adjustment is dropping to 
24,500 to 23,500 point. 

 
Emerging market performance shinning in first half of this year amid sound foundations  
 

      Overall, emerging markets beaten developed nations for the1st half of 2017. MSCI 
Emerging Market Index was up 17.3% YTD while MSCI World Index rose 10.0% YTD, with   
the former outperformed the latter by 7.30%.  
 

The win of emerging market over the world performance was contributed mainly by three 
reasons: improving EM market fundamentals, the more dovish tone toward rate hike by FED 
than before and the resilience to Trump’s protectionist rhetoric. Within EM markets, the so-called 
BRIC (Brazil, Russia, India and China) are gaining much spotlight for EM market investors as 
they bet that a pickup in the global economy will fuel demand for the countries’ commodity 
exports, driving an expansion of middle-class consumption and thus help them shore up fiscal 
accounts. 

 
Capital inflow into BRIC markets undoubtedly showed the situation. Non-resident portfolio 

flows into BRIC nations rose to $166.5 billion on May 2017, up from $28.3 billion in outflows 12 
months prior. EM market real GDP growth YoY in 2017 accounted for 4.78% where that for 
developed market was 1.74%. Growth rebound of EM economies provided support to the 
performance of the financial assets. For the second half of 2017, EM market surely deserves an 
investment. 
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Global Market Performance 

Index 

(USD) 

Closed at 

26/06/2017 

MTD 

Change 

(%) 

YTD Change 

(%) 

Current 

PE ratio 

Estimated PE 

ratio 

Dividend 

Yield 

DJIA 21,409.55 1.91 8.33 18.83 17.70 2.32 

S&P 500 2,439.07 1.13 8.94 21.65 18.77 1.96 

Nasdaq 6,247.15 0.78 16.05 33.48 23.81 1.13 

FTSE 100 9,474.56 (2.26) 7.45 32.34 15.11 4.03 

DAX 14,288.01 0.79 17.99 20.43 14.00 2.64 

CAC 5,924.89 (0.21) 15.53 19.53 15.56 3.23 

Nikkei 225 180.44 1.62 10.11 19.34 17.65 1.70 

HSI 3,317.29 0.74 16.91 13.92 12.53 3.28 

SHCOMP 466.66 2.07 4.34 17.08 14.04 1.78 

ASX 4,368.92 1.98 5.85 20.25 16.34 4.11 

TWI 346.85 4.04 21.42 16.38 14.89 3.57 

KOSPI 2.11 0.61 25.57 17.26 10.32 1.49 

SET 29.36 1.38 9.11 14.66 14.83 3.24 

SENSEX 482.95 0.04 23.30 23.09 18.95 1.11 

Russia RTS 992.84 (5.74) (13.84) 6.92 6.14 5.59 

Mexico IPC 2,748.39 5.09 24.31 21.14 18.00 2.43 

Bovespa 18,760.74 (2.75) 1.24 16.77 11.47 3.18 

Median  0.79 10.11 19.34 15.11 2.64 

 

Market Data 
Commodities (USD) 

 

 

 

 

 

Chart of the Month: MSCI World Index 

 

10-day MA 1925.21 

20-day MA 1924.13 

100-day MA 1871.65 

250-day MA 1786.55 

Comment:  
The MSCI World Index maintains its upward 
trends amid China A share inclusion into MSCI 
and the global economic recovery. 

 Price as at 26/05/2017 

Crude Oil  43.38 

Gold 100oz 1,246.30 

Source: Bloomberg 
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Date Time Country Event Event Time Survey Prior 

7/3/2017 Japan Nikkei Japan PMI Mfg Jun F -- 52 

7/3/2017 Japan Vehicle Sales YoY Jun -- 6.10% 

7/3/2017 Japan Consumer Confidence Index Jun -- 43.6 

7/4/2017 Europe PPI MoM May -- 0.00% 

7/5/2017 Europe Markit Eurozone Services PMI Jun F -- 54.7 

7/6/2017 US FOMC Meeting Minutes Jun-14 -- -- 

7/6/2017 Australia Trade Balance May -- A$555m 

7/6/2017 US ADP Employment Change Jun -- 253k 

7/7/2017 Australia Foreign Reserves Jun -- A$88.5b 

7/7/2017 UK Manufacturing Production MoM May -- 0.20% 

7/7/2017 US Change in Nonfarm Payrolls Jun 173k 138k 

7/7/2017 US Change in Private Payrolls Jun 180k 147k 

7/7/2017 US Unemployment Rate Jun 4.30% 4.30% 

7/10/2017 Japan BoP Current Account Balance May -- ¥1951.9b 

7/11/2017 Australia Home Loans MoM May -- -1.90% 

7/11/2017 US Wholesale Trade Sales MoM May -- -0.40% 

7/12/2017 Europe Industrial Production SA MoM May -- 0.50% 

07/13/2017  US PPI Ex Food and Energy MoM Jun -- 0.30% 

07/14/2017  Japan Industrial Production YoY May F -- -- 

07/17/2017  China Retail Sales YoY Jun -- 10.70% 

07/18/2017  Australia New Motor Vehicle Sales YoY Jun -- 4.90% 

07/19/2017  Europe Construction Output MoM May -- 0.30% 

07/20/2017 Japan Trade Balance Jun -- -¥203.4b 

07/20/2017  UK Retail Sales Ex Auto Fuel MoM Jun -- -1.60% 

07/20/2017  Europe Consumer Confidence Jul A -- -- 

07/24/2017  Japan Nikkei Japan PMI Mfg Jul P -- -- 

07/24/2017  Europe Markit Eurozone Manufacturing PMI Jul P -- -- 

07/24/2017  Europe Markit Eurozone Services PMI Jul P -- -- 

07/25/2017 US S&P CoreLogic CS 20-City MoM SA May -- -- 

07/25/2017 US S&P CoreLogic CS 20-City YoY NSA May -- -- 

07/26/2017  UK GDP YoY 2Q A -- -- 

07/27/2017  US Durable Goods Orders Jun P -- -- 

News Stories Highlights 

Headlines 
Roughly $17 billion or more could now flow into Chinese stocks, MSCI exec says  
MSCI said it will add Chinese A shares to its benchmark emerging markets index beginning next year. About $17 billion should initially 
flow into mainland China's stock market once some of those stocks are added to the key MSCI Emerging Markets Index 
The Fed’s plan to shrink its giant balance sheet dodges the market’s biggest question 
The Federal Reserve’s detailed plan for reducing its balance sheet likely starting later this year, presented alongside this week’s 
interest rate hike, was a bit of obfuscation via transparency. 
U.S. Durable Goods Orders Fall 1.1% in May 
Demand for long-lasting factory goods declined in May for the second straight month, driven by a pullback in airplane orders as the 
U.S. manufacturing sector continues to find its footing. 
Slower Eurozone Wage Growth Is Setback for ECB 
Eurozone wages rose more slowly in the first quarter, giving the European Central Bank more reason for caution about removing 
stimulus measures. Eurozone wages increased at a slower pace in the first three months of this year, despite a pickup in economic 
growth that has seen unemployment rates fall to eight-year lows. 

http://www.reuters.com/article/us-usa-trade-nafta-idUSKBN17S2DG?il=0
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US 10 years treasury yield pulled 

back amid weak U.S inflation.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

FIGURE 1 

US 10 years treasury yield 
 

Despite the consolidation of 

HSCEI, we remain positive on its 

undemanding valuation.. 

FIGURE 2 

Hang Seng China Enterprises Index  

 

S&P 500 continued to trade higher 

on the economy recovery and 

expectation of the upcoming fiscal 

easing. 

FIGURE 3 

S&P 500 Index 

 

Disclaimer 

The information shown in this article is neither a recommendation, an offer, nor a solicitation for any investment product or service. Investment involves risk. 
You should carefully consider whether any investment product or service mentioned herein is appropriate for you in view of your personal circumstances. Past 
performance is no guide to future performance. Investors should refer to the individual product explanatory memorandum or offering document for further 
details and risks involved. The price of investment products may move ups or downs. Losses may be incurred as well as profits made because of buying and 
selling investment products. 


