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Weekly Market View (publication Fri 4/12/15) 

 Equities, corporate credit outperform after the Fed 
kicks off a rate hiking cycle 

 Yellen signaled a rate hike on December 16th is likely 

 History suggests equities and corporate bonds do well after the 
Fed starts a rate hiking cycle 

 Current set of preferred asset classes fits well into this 
picture – Euro area equities, US HY bonds, in particular 

Source: Bloomberg, Standard Chartered 

* German DAX used as proxy for MSCI Europe for ‘94 cycle 

Preferred Asset Classes / 

Strategies 

Diversified income assets 

Global high-quality equities 

Euro area equities (currency- 

hedged) 

Japan equities (currency- 

hedged) 

Chinese & Indian Equities 

Global banks 

US High Yield bonds 

Emerging Market Investment 

Grade Sovereign Bonds 

(USD-denominated) 

Senior Loans 

Selling equity volatility to 

generate income 

Key asset class returns 3-12 months after a Fed rate hike (cumulative, average of last 3 cycles*) 
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Equities 

 Euro area, Japan equities not technically constrained  

 US Banks may be a key beneficiary of higher US interest rates 

 Shorter-term, S&P facing resistance near year-highs, but Euro area 

and Japan not as constrained 

 Shanghai Composite may face further volatility on securities 

company investigations 
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Bonds 

US High Yield Bonds excessively pessimistic 

 Fitch ratings says overall US default rate <3% despite 

energy/materials sector stress 

 We believe c.8% yields attractive level to raise exposure 

 Direction of short-term US yields now depends on Fed 

messaging on pace of future rate hikes 
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Market-implied path of Fed rate hikes vs. Sep Fed FOMC median rate projections 
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FX 

 Sell into EUR, AUD gains 

 EUR jump driven by correction of ECB expectations. However, this is unlikely to last 

(US-Euro 2yr yield gap remains wide at about 1.25%) 

 AUD diverging from iron ore prices following RBA no-change and request to “chill out”. 

This is unlikely to last 
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Key events this week 
 

Data/Event Date 

US US Non-farm payrolls 4 Dec 

CH Trade balance 8 Dec 

EC GDP Q3 8 Dec 

US NFIB small business optimism 8 Dec 

CH CPI and PPI 9 Dec 

SK BoK policy rate 10 Dec 

UK BoE policy rate 10 Dec 

IN Industrial production 11 Dec 

US Retail sales 11 Dec 

US Univ. of Mich. Consumer sentiment 11 Dec 

This reflects the views of the Wealth Management Group 



6 

This document is not research material and it has not been prepared in accordance with legal requirements designed to promote the independence of investment research and 
is not subject to any prohibition on dealing ahead of the dissemination of investment research. This document does not necessarily represent the views of every function within 
Standard Chartered Bank, (“SCB”) particularly those of the Global Research function. 

Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18. The Principal Office of the Company is situated in 
England at 1 Basinghall Avenue, London, EC2V 5DD Standard Chartered Bank is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct 
Authority and Prudential Regulation Authority. 

United Kingdom: Standard Chartered Bank (trading as Standard Chartered Private Bank) is an authorised financial services provider (licence number 45747) in terms of the 
South African Financial Advisory and Intermediary Services Act, 2002 

In Dubai International Financial Centre (“DIFC”), the attached material is circulated by Standard Chartered Bank DIFC on behalf of the product and/or Issuer. Standard 
Chartered Bank DIFC is regulated by the Dubai Financial Services Authority (DFSA) and is authorised to provide financial products and services to persons who meet the 
qualifying criteria of a Professional Client under the DFSA rules. The protection and compensation rights that may generally be available to retail customers in the DIFC or other 
jurisdictions will not be afforded to Professional Clients in the DIFC. 

Banking activities may be carried out internationally by different Standard Chartered Bank branches, subsidiaries and affiliates (collectively “SCB”) according to local regulatory 
requirements. With respect to any jurisdiction in which there is a SCB entity, this document is distributed in such jurisdiction by, and is attributable to, such local SCB entity. 
Recipients in any jurisdiction should contact the local SCB entity in relation to any matters arising from, or in connection with, this document. Not all products and services are 
provided by all SCB entities. 

This document is being distributed for general information only and it does not constitute an offer, recommendation or solicitation to enter into any transaction or adopt any 
hedging, trading or investment strategy, in relation to any securities or other financial instruments. This document is for general evaluation only, it does not take into account the 
specific investment objectives, financial situation or particular needs of any particular person or class of persons and it has not been prepared for any particular person or class 
of persons. 

Opinions, projections and estimates are solely those of SCB at the date of this document and subject to change without notice. Past performance is not indicative of future 
results and no representation or warranty is made regarding future performance. Any forecast contained herein as to likely future movements in rates or prices or likely future 
events or occurrences constitutes an opinion only and is not indicative of actual future movements in rates or prices or actual future events or occurrences (as the case may be). 

This document has not and will not be registered as a prospectus in any jurisdiction and it is not authorised by any regulatory authority under any regulations. 

SCB makes no representation or warranty of any kind, express, implied or statutory regarding, but not limited to, the accuracy of this document or the completeness of any 
information contained or referred to in this document. This document is distributed on the express understanding that, whilst the information in it is believed to be reliable, it has 
not been independently verified by us. SCB accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or 
consequential loss or damage) from your use of this document, howsoever arising, and including any loss, damage or expense arising from, but not limited to, any defect, error, 
imperfection, fault, mistake or inaccuracy with this document, its contents or associated services, or due to any unavailability of the document or any part thereof or any 
contents. 

SCB, and/or a connected company, may at any time, to the extent permitted by applicable law and/or regulation, be long or short any securities, currencies or financial 
instruments referred to on this document or have a material interest in any such securities or related investment, or may be the only market maker in relation to such 
investments, or provide, or have provided advice, investment banking or other services, to issuers of such investments. Accordingly, SCB, its affiliates and/or subsidiaries may 
have a conflict of interest that could affect the objectivity of this document. This document must not be forwarded or otherwise made available to any other person without the 
express written consent of SCB. 

Copyright: Standard Chartered Bank 2015. Copyright in all materials, text, articles and information contained herein is the property of, and may only be reproduced with 
permission of an authorised signatory of, Standard Chartered Bank. Copyright in materials created by third parties and the rights under copyright of such parties are hereby 
acknowledged. Copyright in all other materials not belonging to third parties and copyright in these materials as a compilation vests and shall remain at all times copyright of 
Standard Chartered Bank and should not be reproduced or used except for business purposes on behalf of Standard Chartered Bank or save with the express prior written 
consent of an authorised signatory of Standard Chartered Bank. All rights reserved. © Standard Chartered Bank 2015. 

  

THIS IS NOT A RESEARCH REPORT AND HAS NOT BEEN PRODUCED BY A RESEARCH UNIT. 

Disclosure Appendix 


