
 

 

 

Schroders 
Weekly market watch 

Week ending Aug. 5, 2016 

Equities: 

Region / 
Country  

 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

ASIA-PACIFIC  
Hong Kong  HSI  22146.09 254.72 1.06% (9.66%) 
India  BSE 30 28078.35 26.49 7.51% (0.51%) 
Japan  Nikkei  16254.45 (314.82) (14.60%) (21.15%) 
Singapore  STI  2828.17 (40.52) (1.89%) (11.38%) 
South Korea  KOSPI  2017.94 1.75 2.89% (0.58%) 
Taiwan  WSE 9092.12 107.71 9.04% 6.44% 
EUROPE 
France  CAC  4410.55 (29.26) (4.88%) (15.13%) 
Germany  DAX  10367.21 29.71 (3.50%) (10.91%) 
Italy  FTSE MIB  16626.28 (220.62) (22.37%) (30.47%) 
Russia  RTSI    936.30 8.14 23.68% 10.95% 
U.K. FTSE 100  6793.47 69.04 8.83% 0.61% 
AMERICAS 
Brazil  IBOV  57661.14 352.93 33.01% 14.66% 
Mexico  IPC  47194.15 533.48 9.81% 5.02% 
NASDAQ  CCMP  5221.12 58.99 4.27% 1.58% 
U.S.  S&P 500  2182.87 9.27 6.80% 3.95% 
U.S.   DOW  18543.53 111.29 6.42% 5.72% 

Bonds 

  
Close 

Yield 
Previous Month ago Year ago 

10 Year Gilt  0.6730 0.6860 0.7720 1.9770 
10 Year BTAN  0.1570 0.1010 0.1380 1.0640 
10 Year Bund  -0.0680 -0.1200 -0.1790 0.7520 
10 Year Japan  -0.0880 -0.1670 -0.2460 0.3980 
10 Year Treasuries  1.5820 1.4580 1.3670 2.2680 

Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  
U.S.  3.50 3.50 3.25 
Canada  2.70 2.70 2.70 
Japan  1.48 1.48 1.48 
Britain  0.25 0.50 0.50 
ECB  0.00 0.05 0.05 
Switzerland  0.50 0.50 0.50 
Australia 2.00 2.00 2.00 
Hong Kong  5.25 5.25 5.25 

Percent change is for indication only; local currency except where stated. 
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EQUITY MARKETS 

US 

 US stocks advanced last week on the back of the better-than-expected non-farm payrolls report that 
showed the U.S. economy added 255,000 jobs last month, boosting confidence in the economic outlook 
and increasing expectations for an interest rate hike as soon as next month. Both the S&P 500 and the 
Nasdaq posted record closing highs. The S&P 500 rose 0.43% to 2,182.87, the Dow Jones Industrial 
Average gained 0.60% to 18,543.53 and the Nasdaq added 1.14% to 5,221.12.     

 Procter & Gamble on Tuesday posted fiscal fourth-quarter earnings of $1.96 billion, compared with a 
year-ago $538 million, as it boosted investment in new products and advertising and sold off some 
smaller brands. Revenue fell 3% to $16.1 billion due to unfavourable exchange rates.  

 Pfizer on Tuesday reported a 23% drop in second quarter net profit to $2.02 billion as restructuring 
charges, acquisition-related costs and production expenses took a bite out of the pharmaceutical giant’s 
bottom line. Demand for new medicines pushed its revenue up 11% to $13.15 billion.   

 Kraft Heinz said Thursday it swung to a second quarter net profit of $779 million from a year-ago loss of 
$344 million as cost cutting following last year’s mega merger of the two food makers boosted its bottom 
line. Revenue fell 4.7% to $6.79 billion due to the strong dollar and changing consumer tastes.  

 Tesla Motors said Wednesday its second quarter net loss widened to $293 million from a year-ago $184 
million – its 13th quarterly loss in a row – as it invested heavily in its upcoming Model 3 sedan and a new 
battery plant in Nevada while deliveries fell short of expectations due to production problems in the first 
half. Revenue rose 33% to $1.27 billion.  

 Professional network LinkedIn, which is being bought by Microsoft for $26.2 billion, reported Thursday a 
second quarter net loss of $119 million, compared with a year-ago loss of $68 million, mainly due to a 
$101 million charge related to its tax assets. Its revenue jumped 31% to $933 million.  

UK 

 London stocks rose Friday for a second day as investors cheered the robust U.S. jobs report and the 
Bank of England’s decision to cut interest rates and expand its quantitative easing programme to 
minimise the impact of Brexit. The FTSE 100 rose 1.03% to end at 6,793.47, its highest close of 2016.   

 HSBC on Wednesday reported a 40% drop in second quarter net profit to $2.61 billion and announced a 
$2.5 billion share buyback, citing “difficult” economic conditions, sluggish lending in the U.K. and Hong 
Kong, and uncertainty following the Brexit vote. Net interest income fell 4% to $7.85 billion.  

 Royal Bank of Scotland saw its first half net loss expand to GBP2.05 billion from a year-ago loss of 
GBP179 million, after the state-rescued lender was forced to set aside GBP1.32 billion to cover litigation 
costs for past misconduct. Very low interest rates and uncertainty created by the U.K. vote to leave the 
European Union also eroded the bank’s bottom line as its undergoes a major restructuring. Revenue fell 
17% to GBP6.1 billion.  

 Rio Tinto on Wednesday announced its worst profit in 12 years after the slump in iron ore, aluminium 
and copper prices eroded the miner’s bottom line. Underlying profit for the six months to the end of June 
fell 47% to $1.56 billion, compared with a year-ago $2.92 billion, roughly in line with expectations. 
Despite the poor result Rio still paid a dividend of 45 cents per share, albeit down 58% from a year ago.  

 InterContinental Hotels Group said Tuesday its net profit for the six months to the end of June fell nearly 
46% from a year ago to $200 million while revenue dropped 8% to $838 million following the sale and 
refurbishment of hotels. Revenue per available room, however, rose 2%.  

 The first half results of British insurers Aviva and RSA appeared to be unaffected by the Brexit vote, with 
both companies posting higher operating profits and dividend payments. Aviva saw its operating profit 
rise 13% to GBP1.33 billion, while its dividend rose 10% to 7.42 pence a share. RSA posted a 20% 
jump in operating profit to GBP312 million and a 43% increase in its dividend to 5 pence.  

Europe (ex. UK) 

 European stocks rose on Friday for a third day, trimming losses over the week, on the back of the 
strong U.S. jobs report, the Bank of England’s aggressive stimulus package and some positive 
corporate earnings. The Eurofirst 300 closed at 1,344.81 for a weekly loss of 0.19%.  

 Commerzbank on Tuesday posted a 32% fall in second quarter net profit and warned its full year profits 
would be weaker than the previous year as low interest rates and economic uncertainty hurt the 
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German lender’s performance. Net income for the latest quarter fell to EUR209 million from a year-ago 
EUR307 million.   

 UniCredit said Wednesday its second quarter net profit beat expectations, coming in at EUR916 million 
compared with a year-ago income of EUR522 million, on the back of cost-cutting and investment sales. 
Revenue rose 7% to EUR6.1 billion. But shares in Italy’s top bank fell sharply on concerns over its 
capital levels and exposure to bad loans.   

 Siemens on Thursday increased its profit forecast for the year after its fiscal third quarter results beat 
expectations following a sharp jump in new orders and ongoing restructuring efforts. The German 
industrial equipment maker said its net income for the quarter ended June was almost flat at EUR1.37 
billion as new orders rose 6% to EUR21.1 billion, driving revenue 5% higher to EUR19.8 billion.  

 LafargeHolcim on Friday posted a second quarter net profit of CHF400 million, compared with a year-
ago income of CHF263 million, boosted by higher cement prices, lower energy costs and asset sales. 
The Switzerland-based building materials maker said net sales, however, fell 6.7% to CHF7.28 billion 
due to unfavourable conditions in some markets.  

 Dong Energy on Thursday posted a first half net profit of DKK6.4 billion, more than double its year-ago 
result of DKK2.78 billion, marking its first-ever financial results as a listed company. The Danish utility’s 
operating profit rose 19% from a year earlier to DKK12.4 billion as it benefits from growing demand for 
renewable energy. Dong, meanwhile, played down concerns about the potential impact of Brexit on the 
U.K. offshore wind sector, a key market for the company, noting Britain’s push into offshore wind power 
was not tied to its EU membership.  

Japan 

 Japanese stocks fell last week ahead of the U.S. jobs report and after the details of Prime Minister 
Shinzo Abe’s Y28.1 trillion stimulus package fell short of investors’ expectations. The Nikkei 225 fell 
1.90% to close at 16,254.45. 

 Toyota on Thursday posted an almost 15% drop in first quarter net profit to Y552.4 billion after the 
stronger Japanese currency eroded overseas earnings and U.S. sales fell. The auto giant also lowered 
its full year earnings estimate as it cuts costs and ramps up production of trucks and sports utility 
vehicles to meet the changing tastes of U.S. consumers.  

 ANA Holdings, the parent of All Nippon Airways, on Wednesday blamed a series of terrorist attacks in 
Europe and earthquakes in Japan as well as a strong yen for a 20.7% slump in its first quarter net profit 
to Y6.6 billion.  

 Honda on Tuesday reported a 6.1% decline in its quarterly net profit to Y174.6 billion due to an income 
tax hike, quake-related production shutdowns and a rally in the yen, which took a chunk out of its 
overseas earnings.  

Asia-Pacific (ex. Japan) 

 Mainland Chinese stocks were little changed over the week as investors moved to the sidelines in the 
absence of fresh central bank stimulus to spur economic growth. Concerns about a crackdown on 
speculative trading also kept investors cautious. The Shanghai Composite Index fell 0.08% to 2,977.  

 Hong Kong stocks rose on Friday for a second day as investors laid bets for a robust U.S. jobs report 
and further stimulus measures from China’s central bank. The Hang Seng Index rose 1.16% to 
22,146.09.  

 Taiwanese stocks jumped last week, boosted by the Bank of England’s stimulus package and positive 
lead from Wall Street. The Taiex gained 1.20% to close at 9,092.12.   

 South Korean stocks finished the week almost where they started as investors waited for direction from 
the U.S. jobs report on Friday. The KOSPI closed at 2,017.94 for a weekly rise of 0.09%. 

 Singapore stocks retreated last week as investors turned cautious ahead of the U.S. non-farm payrolls 
data.  The Straits Times Index fell 1.41% to close at 2,828.17. 

Emerging Markets 

 Brazilian stocks advanced for the eighth week in a row after miners and steelmakers got a boost from 
higher commodity prices and Olympic fever-fuelled optimism among investors. The Bovespa rose 
0.62% to close at 57,661.14.   

 Mexican stocks rose last week after the U.S. jobs report signalled the American economy was in good 
shape, which is positive news for Mexico given its heavy reliance on its northern neighbour for trade. 
The IPC rose 1.14% to 47,194.15. 
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 Indian stocks rose last week after the parliament approved the long-awaited goods and services tax bill 
that is designed to simplify the country’s unruly tax system and reduce costs for businesses.  The BSE 
30 closed at 28,078.35 for a weekly rise of 0.09%. 

 Russian stocks rose after the price of oil, the country’s main export earner, recovered from losses 
earlier in the week.  The RTSI gained 0.88% to close at 936.30.   

ALTERNATIVE ASSETS 

 Crude oil prices rebounded towards the end of the week after entering a bear market earlier in the 
week, after a better-than-expected U.S. jobs report offset concerns about a further increase in the 
number of active U.S. oil rigs that is likely to exacerbate the global supply glut. West Texas 
Intermediate, a benchmark for U.S. oils, rose 0.48% to settle at $41.80 a barrel in New York. Brent 
crude, a yardstick for most international oils, rose 1.7% to $44.27 a barrel in London.  

 Gold prices tumbled on Friday, ending lower over the week, after the surprisingly strong U.S. jobs report 
increased the chances of the Federal Reserve tightening interest rates sooner rather than later. The 
December contract for bullion fell 0.97% to settle at $1,344.40 per troy ounce in New York.  

FIXED INCOME 

US 

 The yield on benchmark 10-year Treasuries rose to 1.5820% on Friday, compared with the previous 
week’s close of 1.4580%, after the better-than-expected jobs report boosted demand for riskier 
investments at the expense of bonds.  

 U.S. non-farm payrolls jumped 255,000 in July, well above the 188,000 expected, with both May and 
June job gains revised up by a net 18,000, the Labor Department reported Friday. The data made clear 
that May's weaker-than-expected increase was an aberration and that the labor market strengthened in 
the first two summer months. The data boosted expectations that the Federal Reserve could raise 
interest rates as soon as their September meeting. Despite the still-weak showing in May, job gains 
averaged 190,000 in the last three months, up modestly from the 188,000 average for the February-
April period. The July data were strong across the board, with average weekly hours up 0.1 hour to 34.5 
hours and average hourly earnings up 8 cents, or 0.3%, to $25.69 per hour. Average hourly earnings 
were up 2.6% over the last year. The unemployment rate held steady at 4.9%, with the number of 
unemployed people essentially unchanged at 7.8 million. Both measures have shown little change since 
August last year, the Labor Department said. The labor participation rate edged up to 62.8% in July 
from 62.7% in June, rising back to April's rate but still below the 63.0% rate in March this year. 

 The U.S. trade deficit was larger than expected in June, as a rise in imports more than offset a modest 
increase in exports, the Commerce Department reported Friday. The rise in imports was widespread, 
suggesting the continued economic recovery in the U.S. is increasing demand. On the other side, the 
stronger U.S. dollar exchange rate may be limiting the rise in exports. The deficit in trade of goods and 
services stood at $44.5 billion in June, a $3.6 billion increase from the $41.0 billion shortfall in May. 
Analysts had expected a $43.1 billion deficit. A rise in exports of $0.6 billion in June was overwhelmed 
by a $4.2 billion jump in imports. The imports deficit of $183.2 billion in June was the largest since 
October 2016 and the overall deficit in goods trade, at $66.0 billion, was the largest since March 2015.  

 Construction spending fell by 0.6% in June, much weaker than the 0.4% gain expected, data released 
by the Commerce Department on Monday showed. May construction was revised up to a 0.1% decline 
from the previously reported 0.8% drop, while April spending was revised down to a 2.9% drop from the 
previously reported 2.0% decline. Private residential spending was flat in the month. New home building 
was down 0.6%, with single-family building down 0.4% and multi-family building falling 1.5%. Offsetting 
the decline in new home building, residential construction excluding new homes, which captures home 
remodeling, rose 1.2% in June after a 1.0% gain in May. Nonresidential private construction fell 1.3%, 
with manufacturing construction down 4.5%, power construction down 0.7%, and commercial 
construction down 1.6%. Public construction fell 0.6% in June. State and local government spending, 
the much larger portion of public construction, was down 0.5% after a 2.0% decline in May. Federal 
government construction fell 2.3% in June after a 7.8% surge in May. 

 Personal income rose 0.2% in June, a smaller gain than the 0.3% rise expected, while the 0.1% 
increase in the core price index kept the year-on-year rates for inflation growth at the same 1.6% rate as 
in the previous month, data released by the Commerce Department on Tuesday showed. At the same 
time, nominal personal consumption expenditures rose 0.4%, a stronger pace than the 0.3% rise 
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expected, led by nondurables and services spending. Personal income rose 0.2% in the month, slower 
than the 0.3% rise expected. There were gains reported in almost every major income category except 
an $11.2 billion, or 0.5%, decline in return on assets income. Wages and salaries rose 0.3% in the 
month following a 0.2% rise in May. Disposable personal income rose 0.2% in the month, but was up 
only 0.1% after adjustment for price changes. The saving rate fell to 5.3% in June from 5.5% in May. 

 The value of new factory orders fell by 1.5% in June, a slightly smaller drop than the 1.6% decline 
expected, with nondurables orders up 1.0% and durables orders revised up slightly to a 3.9% decline, 
data released by the Commerce Department on Thursday showed. Total factory orders excluding 
transportation rose 0.4% in June, while durable goods orders excluding transportation were also down 
0.4% in the month, an upward revision from the 0.5% drop in the advance estimate. Transportation 
orders fell 10.5% in June based on Thursday's data, unrevised from the advance estimate. Nondefense 
aircraft orders plunged 58.8% in June, while defense aircraft orders were down 6.7%. Motor vehicles 
orders rose 3.2% in June and orders for ships and boats rose 5.7%. Petroleum and coal products 
shipments rose 3.9% in June following a 3.6% gain in the previous month, leading the increase in 
nondurables orders in the month.  

UK 

 The yield on 10-year Gilts slipped to 0.6730% on Friday, compared with the previous week’s close of 
0.6860%, as investors responded to the Bank of England’s stimulus package that included an interest 
rate cut and expansion of its bond-buying programme.  

 The Bank of England Monetary Policy Committee voted unanimously to cut Bank Rate by 25 basis 
points and to launch a new Term Funding Scheme designed to protect bank margins and ensure the 
pass-on of the rate cut in full. The MPC also backed buying an extra GBP60 billion in gilts and GBP10 
billion in corporate bonds, raising its asset purchases by GBP70 billion to GBP445 billion. There was 
dissent over both the gilt and corporate bond buying, with MPC member Kristin Forbes opposing both 
and Ian McCafferty and Martin Weale opposing only the new gilt purchases. The stimulus package is 
designed to make sure businesses and households benefit from the cut in Bank Rate while supporting 
business funding through the bond purchases. "This package contained a number of mutually 
reinforcing elements, all of which had scope for further action," the minutes released Thursday said. The 
majority on the MPC signaled another rate cut was likely, taking Bank Rate down closer to the effective 
zero lower bound, which the committee believes is a touch above zero. "If the incoming data proved 
broadly consistent with the August Inflation Report forecast, a majority of members expected to support 
a further cut in Bank Rate to its effective lower bound at one of the MPC's forthcoming meetings during 
the course of the year," the minutes said. The MPC did not put a number on the precise level of the 
effective zero lower bound, the level at which a Bank Rate cut would not add to aggregate demand, but 
around 0.1% looks a good guess.  

 The U.K. service sector contracted in July at the fastest pace since March 2009, with output and new 
orders hitting their lowest levels since early 2009, a survey released Wednesday showed. The 
Chartered Institute of Purchasing Supply Business Activity Index fell to 47.4 in July from 52.3 in June, 
well below the 50 contraction-expansion dividing line. The 4.9-point fall on the month was the largest in 
the series' history, which dates back to 1996. The plunge follows the June 23 decision by the U.K. 
electorate to back leaving the European Union. Service sector business sentiment was the weakest 
since February 2009, albeit still in positive territory.  

 The U.K. economy will grow by just 1% in 2017 with inflation rising to 3.1% in the fourth quarter of next 
year, the National Institute of Economic and Social Research forecast Wednesday. Back in May, NIESR 
forecast that, assuming a vote to remain in the EU, the U.K. economy would grow by 2.0% in 2016, 
before picking up pace and growing at 2.7% in 2017. The U.K. electorate, however, put a spoke in the 
wheels. "There is an even chance of a technical recession (two consecutive quarters of negative growth) 
in the next 18 months," Simon Kirby, head of Macroeconomic Modelling and Forecasting at NIESR, said. 
The post-Brexit vote plunge in sterling has pushed up the likely path of inflation. NIESR predicted in 
May that the inflation rate would average 0.3% in 2016 and 0.9% in 2017. In its August forecasts, 
NIESR predict that in the fourth quarter of this year CPI will rise to 0.8% on the same period a year ago, 
before accelerating to 3.1% by the end of next year. NIESR had forecast back in May that the Bank of 
England would start raising interest rates in November. Its revised forecast is for the 0.5% Bank Rate to 
be cut 25 basis points this month and by a further 15 basis points in November, taking it down to just 
0.10%. 

 U.K. house prices fell in July on a monthly basis, data released Friday showed, although remained 
unchanged on a rolling three-month annualised basis from the June levels. The Halifax House Price 
Index fell 1.0% on the month, to stand up 8.4% in the three months through June on the same period a 
year ago. The quarterly growth rate jumped, rising just 1.6%, above the 1.1% recorded in June. In June, 
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prices rose 1.2% on the month, rising 8.4% on a rolling three-month annualised basis. Commenting on 
the data, Martin Ellis, Halifax housing economist, said the underlying house price growth might be 
easing, with the annual growth at an 11-month low, although current rates remain robust. "July's 
monthly decline largely offsets June's increase. The month-on-month changes, however, can be erratic 
and falls often occur within an upward trend. Overall, it remains too early to determine if there has been 
any impact on the housing market as a result of June's EU referendum result," Ellis added. 

 The July Manufacturing PMI released by Markit on Monday came in even weaker than the flash 
estimate, dropping to 48.2 compared to the 49.1 reading in the flash version and posting the lowest 
reading since February 2013. This was sharply down from the 52.4 recorded in June. The July reading 
was only the second one since early 2013 showing the manufacturing PMI below the 50 contraction-
expansion dividing line. The Brexit vote hit sterling hard but the support to exports from the weaker 
currency was more than offset by elevated uncertainty.  

Europe  (ex. UK) 

 The yield on benchmark 10-year Bunds rose to -0.0680% on Friday, compared with the previous week’s 
close of -0.1200%, as the positive U.S. jobs report and Bank of England’s renewed efforts to stimulate 
growth injected a dose of optimism into financial markets.  

 Eurozone growth accelerated moderately in July, outpacing preliminary estimates, a key survey 
released Wednesday showed. The Markit Eurozone Composite Output Index stood at 53.2, up from 
53.1 in June and outperforming the flash July reading of 52.9. The final services PMI rose to 52.9 
against a flash reading of 52.7 and up 52.8 in June. Overall growth across the Eurozone was mixed and 
driven higher largely by the accelerated growth in Germany. Employment rose at the fastest rate for 
almost five-and-a-half years “as companies boosted capacity in line with the overall upturn in the 
economy,” Markit said. Germany's flash composite index stood at 54.4 in July, up from June's 53.7. 
France also saw the composite higher, standing at 50.1 in July, up from June's 49.6. 

 German factory orders fell 0.4% in June from May when they rose 0.1%, government data showed 
Friday. While orders from within Germany rose 0.7%, orders from other countries inside the Eurozone 
dropped 8.5%. Overall foreign orders were down 1.2%.  

 European Central Bank Governing Council member Jens Weidmann offered the clearest indication yet 
that he will fight to maintain the principle of buying bonds according to the size of euro area members' 
domestic economy, raising the chances that the Bank will pick other alternatives first if it needs to widen 
the pool of QE-eligible assets. The Bundesbank president's comments follow remarks by ECB 
Executive Board member Benoit Coeure, who told the Yale School of Management recently that asset 
purchases are not the only tool at the Governing Council's disposal. "There are possibilities for 
adjustment," Weidmann said with reference to the Bank's QE programme in an interview with German 
weekly Die Zeit released Thursday. "But in my view we have to be very careful with the design." In 
particular, Weidmann stressed that the purchase of sovereign debt according to member states' weight 
in the Bank's capital key, which roughly reflects the size of the respective national economy, must not 
be dropped. This decision was taken for good reasons, among them to ensure the singleness of 
monetary policy, he explained. The ECB is widely expected to run into a scarcity of QE-eligible assets 
even if it opts for tapering rather than a full-blown extension of the QE programme after March 2017.  

 The European Central Bank said Tuesday that the recovery in construction activity across the euro area 
is set to continue in coming quarters, albeit at a slower pace. "The recovery in the housing market is 
linked primarily to higher demand, which is expected to remain strong," the ECB said in a special report 
of its monthly Economic Bulletin. There are a cocktail of factors boosting demand, the report said. 
These include real disposable income growth and job security, favourable lending rates and conditions, 
tax incentives in several countries, and low returns on alternative forms of investments. "These factors 
are expected to continue supporting demand for housing and construction activity in the forthcoming 
quarters," the report said. Nevertheless, the ECB said the latest short-term indicators, including the 
PMIs, point to "some correction" in the strong construction activity growth seen in the previous two 
quarters. 

Japan 

 The yield on 10-year Japanese government bonds rose to -0.0880% on Friday, compared with the 
previous week’s close of -0.1670%, as investors digested the details of the government’s Y28.1 trillion 
stimulus package.  

 Japan’s government on Tuesday put together an economic stimulus package totaling Y28.1 trillion, 
which includes Y7.5 trillion in real fiscal spending over the next few years, in order to overcome years of 
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deflation and raise the economy's near-zero growth potential. The Cabinet Office estimates the 
budgetary measures in the package totaling Y7.5 trillion will push up the real gross domestic product by 
1.3 percentage points in primary stimulative effects in a period for the rest of fiscal 2016 and the whole 
of fiscal 2017 ending in March 2018. This will prompt the government to revise up its growth forecast in 
December when it drafts the fiscal 2017 budget, a Cabinet Office official said. "The package includes 
fiscal investments and loans to be used for investing in the future to build a foundation for growth in the 
medium to long term, which are expected to promote private-sector investment," the government said, 
referring to expected secondary stimulative effects. The package will be backed by a Y4 trillion 
supplementary budget for the current fiscal year and the annual budget for fiscal 2017. It is the largest 
since a Y56.8 trillion package in April 2009 and a Y37 trillion package in December 2008 in the 
aftermath of the Lehman Brothers collapse, according to media reports. In addition to the Y7.5 trillion in 
fiscal programmes by both the central and regional governments, the Ministry of Finance's Fiscal 
Investment and Loan Programme will set aside Y6 trillion, making the total fiscal measures Y13.5 trillion.  

 The total monthly average cash earnings per regular employee rose 1.3% on year to Y430,797 in June 
for the first rise in three months, led by summer bonuses, official data showed Friday. But it was also in 
reaction to the 2.5% plunge in wages a year before which was distorted by irregular summer bonus 
payment patterns. The increase in June this year was the highest since the 1.5% rise in March and 
followed the fall of 0.1% in May. In real terms, average wages rose 1.8% on year in June, above the 
nominal 1.3% gain due to a continued fall in consumer prices. Base wages, the key to a recovery in 
cash earnings, edged up 0.1% from a year earlier, also for the first rise in three months after falling 
0.2% in the previous month. Overtime pay slipped 0.1% on year in June for the first drop in five months 
as overtime working hours continued to shrink. Bonuses and other special pay rose 3.3% for the second 
straight rise after increasing 1.5% in May. 

 The Bank of Japan's supply-side consumption indicator released Friday showed a slowdown in the 
April-June quarter as major earthquakes hit tourism in Japan's southwestern region and higher life 
insurance premiums hurt financial industry sales, both in April. The Bank of Japan said its Consumption 
Activity Index rose a real 0.2% on a seasonally adjusted basis to 102.9 in June (100 in the 2010 base 
year) for the second straight rise. The slight increase followed a rise of 0.3% in May and a fall of 0.7% in 
April. As a result, the index fell 0.3% on quarter in April-June after rising 0.2% in January-March and 
falling 0.4% in October-December last year. By contrast, the government's demand-side spending data 
released late last month indicated private consumption, which accounts for about 60% of total domestic 
output, was solid in the second quarter. 

Source: Market News International 
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