
 
 

Market Roundup 

Shares generally shrugged off the Italian referendum defeat, with the 

FTSE 100 Index up 0.2% on Monday and most European indices also 

higher.   

Tuesday saw a further 0.5% gain for the FTSE 100, helped by rising 

bank shares. Royal Bank of Scotland was up 5.7% after settling with 

shareholder groups over its 2008 rights issue, while HSBC climbed to 

a two-year high as Europe’s bank sector extended its rally following the 

Italian referendum.    

However shares in spread-betting companies plunged after the 

Financial Conduct Authority proposed limits to trading in contracts for 

difference (CFDs). Both IG Group and CMC Markets dived 38%, while 

Plus500 dropped 28%.  

The FTSE 100 soared 1.8% on Wednesday to a one-month high, 

fuelled by bank and mining shares. Rio Tinto rose 6.6% to its highest in 

nearly two years after a broker upgrade. GKN was up 4.5% following 

an upgrade, while Ladbrokes bounced 7.1% from a five-month low.  

But Shire was down 4.5% after Donald Trump threatened to cut the 

cost of prescription drugs in the US.   

Meanwhile, the US S&P 500 index hit a fresh all-time high, with the 

share benchmark up 4.7% since Trump won the presidential election.  

Share gains continued on Thursday, with the FTSE 100 up 0.4%. WPP 

climbed 4.6% after positive broker comment, while London Stock 

Exchange added 2.7%. But Capita dropped 14% to a new 10-year low 

after the company’s second profit warning. And mid-cap CMC Markets 

was down a further 9.6% after a CFD clampdown in Germany.   

The FTSE 100 was up in early trading on Friday.  

Company Focus: Drax 

Power station owner Drax announced on Tuesday that it plans to buy 

Opus Energy Group, which provides gas and electricity to small and 

medium-sized companies, for £340m in cash.  

In combination with Haven Power, Drax’s existing power supplier to 

large corporate customers, the acquisition will create Britain’s fifth-

biggest electricity supplier to the UK business market. 

The deal is subject to a European Commission approval, with the 

company expecting to complete the acquisition in early 2017. It also 

plans to buy four gas-fired power station projects for an initial £18.5m.  

The expansion comes as Drax, which runs the UK’s largest power 

station in Selby, seeks to diversify away from coal-fired generation.  

In a trading update Drax said that its markets have improved due to 

higher power and commodity prices. However, the group downgraded 

its guidance slightly, and now expects full-year EBITDA (earnings 

before interest, taxes, depreciation and amortization) to be toward the 

lower end of analyst estimates of £135m to £169m. 

 

Chart 1: Manufacturing and production output 

 
Source: ONS  Data at: 9/12/2016 

Chart 2: Halifax house price index, monthly % change 

 

Source: Datastream  Data at 9/12/2016 

Chart 3: Drax generation by fuel type

 

Source: Annual report 2014   Data at 9/12/2016
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Economic Outlook 

IHS Markit’s purchasing managers’ index (PMI) for the UK services sector increased to 55.2 from October’s 54.5, well above the 50 

level that indicates growth. 

Chris Williamson, chief business economist at IHS Markit, said: “The further upturn in the vast services sector shows that the pace of 

UK economic growth remains resiliently robust in the fourth quarter, despite ongoing uncertainty caused by Brexit.”   

Halifax reported that monthly house price growth slowed to 0.2% in November, while the annual rate of growth in the last three months 

was 6%, up from 5.2% in the three months to October.  

Halifax economist Martin Ellis said that house price inflation has been on a generally downward trend in recent months since reaching 

a peak of 10% in March. 

"Heightened affordability pressures, resulting from a sustained period of house price growth in excess of earnings rises, appear to have 

dampened housing demand, contributing to the slowdown,” he said.  

"Very low mortgage rates and an ongoing and acute shortage of properties available for sale should help support price levels although 

annual house price growth may slow over the coming months." 

UK industrial output suffered its worst monthly drop since 2012 in October, according the Office for National Statistics (ONS). Industrial 

production fell by a worse-than-expected 1.3% compared to September, with manufacturing production down 0.9%.    

The National Institute of Economic and Social Research (NIESR) estimated that UK economic growth was 0.4% in the three months 

ending in November.  

"Recent economic growth has been driven almost entirely by the UK's broad service sector, supported by robust consumer spending," 

said NIESR research fellow Rebecca Piggott. "In stark contrast, the official figures suggest that the production and construction sectors 

of the economy have declined over recent months”.  

The European Central Bank (ECB) announced that it is reducing the amount of bonds it buys every month from €80bn a month to 

€60bn but insisted this did not mark the beginning of the end of its quantitative easing (QE) programme. The ECB said it would 

continue with asset purchases at the lower rate until the end of 2017.  

The UK’s trade deficit shrank in October - though the ONS is unconvinced that the weaker pound has boosted exports. 

The value of exports increased by £2bn, helping to narrow the trade deficit for the month to £2bn. But while the gap was narrower than 

expected, it continued to increase on a quarterly basis.   

Earlier in the week, the ONS announced that a “processing error” meant that, contrary to previous data showing the third-quarter trade 

deficit narrowing to £11bn, the gap actually widened to £17bn.  

The ONS’ Hannah Finselbach said: “Following the EU referendum the UK trade deficit widened in the third quarter of 2016 and then in 

October it narrowed again. There remains only limited evidence so far that the depreciation of sterling has led to a marked increase in 

UK exports.” 

Britain’s builders saw a surprise slowdown in October, with the sector shrinking by 0.6% on the back of declines in new business. The 

ONS said there was a drop in infrastructure orders, while the repair and maintenance sector stagnated.   

 

Company announcements that caught our attention this week 

Date Company Comment 

    7/12/2016         Carillion Carillion published a trading update showing it continues to perform in line with 
expectations - though there has been a slowdown in orders following the Brexit vote. The 
construction and support services group said that the total value of orders and probable 
orders won in the second half will be lower than the first half’s £2.5bn. Management 
blamed the slowdown on low oil prices in the Middle East and a reassessment of spending 
priorities by UK government departments following the EU referendum. It also reaffirmed a 
commitment to reduce the group’s debt in the medium term. 

    8/12/2016     Glencore Glencore announced its participation in a consortium to buy a €10.2bn (£8.68bn) stake in 
Rosneft, the Russian oil and gas company. The FTSE 100 miner expects the deal to be 
finalised by mid-December. Glencore will contribute a relatively modest €300m of equity, 
with the rest funded by bank financing and the Qatari sovereign wealth fund. As part of the 
agreement, Glencore will benefit from access to the Russian company’s oil output. Rosneft 
will supply 220,000 barrels a day to Glencore’s oil trading arm. This is consistent with 
Glencore’s long-term strategy of buying parts of upstream assets in order to get access to 
marketing rights. Glencore believes that there will be opportunities for further cooperation 
in areas including infrastructure, logistics and global trading. 



 
Brewin Dolphin Research 

Key Company Diary Dates 

 

Wed 14 Dec             Dixons Carphone                                     Half-year results 

Wed 14 Dec              Micro Focus                                                   Half-year results 

Thu 15 Dec               Centrica                                                        Trading update 

Thu 15 Dec             PZ Cussons                                                   Trading update 

Fri 16 Dec                 Berendsen                                                      Trading update 

 
Economic highlights over the next week 
 

Tue 13 Dec – Inflation – UK Consumer Prices Index (CPI) inflation confounded expectations by slipping to 0.9% in October, from 1% 

in September. This was below the 1.1% predicted by economists, though inflation is still expected to shoot up over the next 12 months. 

 

Wed 14 Dec – US interest rates – The Federal Reserve looks set to raise rates for the first time this year. The target range for the 

federal funds rate has been held at 0.25% to 0.5% since the Fed lifted rates by a quarter point from near-zero levels last December. 

 

Thu 15 Dec – UK interest rates – The Bank of England is not expected to follow the US Federal Reserve’s lead by raising rates, 

despite indications that inflation is picking up and the UK economy is performing more strongly than expected. The Bank cut the base 

rate to a record low of 0.25% in August, following the EU referendum result.  

 

Index Movements*  

Index Value %Change 

FTSE 100 6,931.55 2.65 

FTSE 250 17,681.99 1.06 

AIM 813.19 -0.02 

Dow Jones 19,614.81 2.20 

S&P 500 2,246.19 2.52 

Hang Seng 22,861.84 -0.07 

Nikkei 225 18,765.47 1.36 

 

Currency Movements* 

Currency Pair Value %Change 

£:$ 1.26 -0.53% 

£:€ 1.18 -0.53% 

£:¥ 143.43 -0.67% 

 

Best & Worst performing sectors (rel. to FTSE 350)*                    Best & Worst performing stocks*  

 

Sector %Change  Company %Change 

Banks 4.9%  Royal Bank of Scotland 10.3% 

Basic Resources 3.2%  Aviva 9.3% 

Insurance 1.7%  Barclays 9.1% 

Technology -1.9%  Rolls-Royce Holdings -3.5% 

Financial Services -2.0%  Shire -4.9% 

Healthcare -3.2%  Capita -9.3% 

 

*Weekly movements up until close of business Thursday 

Important Notes: 
Main source of information: Company Report and Accounts, Bloomberg 
The value of investments can fall and you may get back less than you invested. Past performance is not a guide to future performance and performance is shown 

before charges, which would reduce the illustrated performance. No investment is suitable in all cases and if you have any doubts as to an investment's 

suitability then you should contact us. We or a connected person may have positions in or options on the securities mentioned herein or may buy, sell or offer to 

make a purchase or sale of such securities from time to time. In addition we reserve the right to act as principal or agent with regard to the sale or purchase of 

any security mentioned in this document. For further information, please refer to our conflicts policy. If you invest in currencies other than your own, fluctuations 

in currency value will mean that the value of your investment will move independently of the underlying asset. The opinions expressed in this document are not 

necessarily the views held throughout Brewin Dolphin Ltd. The information contained in this document is believed to be reliable and accurate, but without further 

investigation cannot be warranted as to accuracy or completeness. 
 

Brewin Dolphin Ltd, a member of the London Stock Exchange, authorised and regulated by the Financial Conduct Authority. Registered office: 12 Smithfield Street London EC1A 9BD. Registered in 

England and Wales no 215876. 

https://www.brewin.co.uk/conflicts

