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Equities 

Region / 
Country  

 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

ASIA-PACIFIC  
Hong Kong  HSI  23552.72 (412.98) 7.08% 18.11% 
India  BSE 30 28832.45 (60.52) 8.34% 17.17% 
Japan  Nikkei  19469.17 185.63 1.86% 14.79% 
Singapore  STI  3122.34 5.31 7.73% 12.01% 
South Korea  KOSPI  2078.75 (15.37) 2.58% 6.16% 
Taiwan  WSE 9648.21 (102.26) 4.27% 12.03% 
Shanghai  COMPOSITE 3218.31  (35.12) (0.93%)  12.54% 
EUROPE 
France  CAC  4995.13 149.89 2.71% 13.11% 
Germany  DAX  12027.36 223.33 4.76% 23.33% 
Italy  FTSE MIB  19664.45 1067.79 2.23% 7.17% 
Russia  RTSI  1104.73 (22.69) (3.91%) 38.34% 
UK FTSE 100  7374.26 130.56 3.24% 20.29% 
AMERICAS 
Brazil  IBOV  66785.53 123.40 10.89% 41.51% 
Mexico  IPC  47414.57 366.90 3.88% 5.97% 
Nasdaq  CCMP  5870.75 25.44 9.06% 24.71% 
US  S&P 500  2383.12 15.78 6.44% 19.55% 
US   DOW  21005.71 183.95 6.29% 23.97% 

Bonds 

  
Close 

Yield 
Previous Month ago Year ago 

10 Year Gilt  1.2120 1.0748 1.3520 1.4310 
10 Year OAT 0.9410 0.9218 1.0800 0.5370 
10 Year Bund  0.3560 0.1860 0.4120 0.1690 
10 Year Japan  0.0730 0.0680 0.0950 -0.0150 
10 Year Treasuries  2.4810 2.3170 2.4660 1.8350 

Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  
US  3.75 3.50 3.50 
Canada  2.70 2.70 2.70 
Japan  1.48 1.48 1.48 
Britain  0.25 0.25 0.50 
ECB  0.00 0.00 0.05 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.50 2.00 
Hong Kong  5.25 5.25 5.25 

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

US 

 U.S. stocks advanced last week, demonstrating resilience on firming expectations for a March interest-
rate rise following strong guidance from Federal Reserve Chairwoman Janet Yellen. Valuations rose 
across the board after a speech by President Donald Trump to Congress committed to heavy 
infrastructure spending and a “historic” corporate-tax reform aimed at helping US competitiveness. The 
Dow Jones rose 0.88% over the week to close at 21,005.71, the Standard & Poor’s 500 index added 
0.67% to finish at 2,383.12 while the Nasdaq put on 0.44% to end at 5,870.75.  

 Snap shares rose 44% on debut Thursday as market participants rejoiced in the creation of a $34-billion 
company –three times the market value of Twitter. The appetite for the stock bodes well for still privately held 
unicorns such as Uber and Spotify, as well as bankers in the equities divisions of large Wall Street banks, 
who had not had a prominent initial public offering to enjoy for months. Market participants looked past 
predictions that Snap will book losses for years to come and a rigid ownership structure that keeps power 
with its founders, not to mention slowing user growth and a list of tech peers that have had similarly dazzling 
valuations pop. 

 Caterpillar shares fell Thursday after federal agents raided its Illinois headquarters in an intensification of an 
inquiry into the company’s offshore tax practices. The raids were a continuation of work begun by a 2014 
congressional probe, which determined the company had conspired to shift cash to overseas units in order to 
whittle down its U.S. tax bill by $2.4 billion over 14 years. PwC, then PricewaterhouseCoopers, was the heavy 
construction equipment maker’s accounting company in a scheme to use fake transactions to transfer $8 
billion in profit to a Swiss subsidiary between 1999 and 2012. 

 Amazon Web Services suffered a Tuesday technical failure that resulted in severe outages of service to 
many of its main website clients, as well as services offered by companies including Apple, Netflix, Expedia, 
Slack and Snapchat. The shutdown was a stark reminder of how extensively the internet relies on Amazon’s 
stability, particularly of the simple storage service that was at the center of the outage. 

 Uber boss Travis Kalanick admitted he needed assistance with his leadership Tuesday after a video of him 
arguing with one of his drivers over pricing went viral. The news followed the Monday resignation of one of 
Uber’s leading software engineers, Amit Singhal, over a Recode report that he failed to declare allegations of 
sexual assault lingering from his previous role at Google when he joined the ride-sharing company a month 
ago. The revelation recalled unconnected but equally damaging sexual harassment allegations made by a 
female former Uber engineer the previous week, even as Uber deals with a lawsuit filed by Google’s self-
driving car company Waymo, claiming the transport company had infringed its patents and pilfered its trade 
secrets. 

 Hertz Global said Monday that it swung to a net loss of $438 million in the three months to end-December, far 
higher than the $46.7 million shortfall forecast by analysts, even as revenue met expectations for $2 billion. 
Boss Kathryn Marinello, newly instated in December, said the poor performance was the result of “fleet and 
service” issues which were being taken in hand, as she attempts to guide Hertz back into the black and 
upgrade its vehicle stock. 

UK 

 London stocks tracked Wall Street higher last week, touching a record midweek on continued weakness 
in the pound that has benefited London-listed multinational stocks, as well as optimism over the U.S. 
economic outlook. The FTSE 100 gained 1.8% over the week to settle at 7,374.26. 

 Cobham will put out a GBP500 million rights issue to stabilize its balance sheet, less than a year after a 
similar fundraising, the aerospace company said Thursday. The statement accompanied revelations of 
a 2016 pretax loss of GBP847.9 million, stretching a GBP39.8 million loss the previous year, on the 
back of an expensive diversification strategy designed to reduce reliance on defense spending.  

 Sir Philip Green’s reluctant concession of GBP363 million toward the pension fund of his failed BHS retail 
business drew scowls from Westminster Tuesday on confusion as to how to label the payment. One 
parliamentarian described it as “an out of court settlement,” but whatever the name, the transfer of money is 
the first time an individual had contributed to meeting the pension liabilities of a company they once owned. 

 The Academy of Motion Picture Arts & Sciences on Wednesday banned the two PwC partners at the heart of 
a mix-up that led to the wrong movie initially being named Best Picture. PwC awoke Monday to alarm over its 
catastrophic mishandling of the Academy Awards ceremony the previous night, during which its staff had 
handed a presenter the wrong envelope, resulting in “La La Land” executives mistakenly believing they had 
won the award over the eventual recipient, “Moonlight.” The U.K. accounting watchdog then compounded the 
Monday misery by launching a probe into PwC’s handling of an audit of Redcentric, following admissions last 
year that the business technology company had “misstated accounting balances” in PwC audited accounts. 
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 Sotheby’s shares rose to their highest in nearly 24 months Monday on stronger than expected fourth-quarter 
profit of $65.5 million, up from a loss of $11.2 million in the year earlier period. The results reflect a strong 
series of contemporary auctions in New York in November, during which nearly 80% of lots were sold on 
opening night, netting sales of $237.4 million. Measures to bolster margins by reducing sales-price 
guarantees and lower costs by cutting staff, as well as broader market stability, helped lift the auctioneer’s 
margin. 

 The London Stock Exchange disclosed Sunday that it would not be able to abide by a recent European 
antitrust regulator stipulation that it sell an Italy-based fixed income trading platform by noon Monday, in the 
process plunging its planned EUR296-billion tie-up with Deutsche Borse into peril. Moreover, LSE said it did 
not want to dispose of MTS, as such a move would damage its relations with Italian regulators, and that the 
move was unexpected and disproportionate. Deutsche Borse said it would await a decision by the European 
Commission expected end-March. 

Europe (ex. UK) 

 European stocks advanced last week, led higher by Wall Street and optimism following an encouraging 
round of corporate earnings releases. The Eurofirst 300 was up 1.53% for the week at 1,481.00. 

 PSA board members backed a plan to buy General Motors’ Opel brand Friday, Financial Times 
reported, citing sources privy to a deal that will elevate PSA to second-largest carmaker in Europe. The 
transaction sees Opel join Peugeot and Citroen as a third large brand in the PSA stable, and represents 
a final retreat from Europe by GM after suffering more than 15 years of annual losses. It was not known 
whether the purchase would resolve Opel’s $7-billion pension shortfall.  

 Anheuser-Busch InBev said Thursday that its chief executive officer and most of his management team would 
not receive a bonus this year after the brewer missed 2016 performance targets and turned in net profit of 
$1.2 billion, down from $8.3 billion in 2015. The results reflect the brewer’s struggle to digest the costs of its 
GBP79 billion takeover of SABMiller, as well as higher financing costs and slower earnings in Brazil, and 
weak fourth-quarter sales in the U.S. and China. 

 Telefonica on Monday unveiled a digital assistant known as Aura that is the spearhead of an artificial 
intelligence drive it hopes will elevate its offering from “dumb-pipe” status to one that can compete with tech 
businesses in integrating advertising and content. Aura is positioned to handle basic customer service 
queries, allowing the Spanish telecoms company to reduce call center costs. Aura can interact with a variety 
of smart devices to control a range of customer interactions, not to mention functionality relating to the home 
in the mold of Amazon’s Echo. 

 Deutsche Bank responded to a series of heavy financial penalties by cutting its bonus pool by 80% Sunday, 
reflecting potential disquiet on behalf of market participants who have not received a dividend for more than 
two years, and who have seen the bank post back-to-back annual losses running into several billion euros. 
The cut comes after the bank reached a settlement with the U.S. Department of Justice over allegations it 
mis-sold mortgage-backed derivatives, not to mention payouts over its alleged involvement in leveraging 
mirror trades to launder about $10 billion out of Russia. 

Japan 

 Japanese stocks rode the Trump wave higher last week, with market participants enjoying the upside of 
a stronger dollar and the likely positive effect this will have on Japanese exporters. The Nikkei 225 
Index rose 0.96% over the week to close at 19,469.17. 

 Toshiba shares rose Thursday on comments by Hon Hai Precision Industry (known as Foxconn) boss Terry 
Gou that his company could assist “Toshiba’s operations and provide funds,” leading market participants to 
bet on a potential move by Gou to invest in Toshiba’s semiconductor chip unit. The carefully timed comment 
helped reassure market participants that Toshiba can fetch a decent price for the business – vital to its efforts 
to improve company finances.  

 SoftBank Group is on the verge of signing off on more than $3 billion of investment in U.S. office sharing 
startup WeWork, as founder Masayashi Son continues a spree of recent deal making, CNBC reported 
Monday. The report said the investment would comprise a $2 billion initial tranche followed by a secondary 
injection worth more than $1 billion, possibly even higher under the right conditions, either way furnishing 
WeWork with a valuation of more than $20 billion. The Japanese group was also reported to be close to a 
deal to merge U.S. satellite startup OneWeb, in which it invested during a $1.2-billion funding round in 
December, with deeply indebted commercial satellite operator Intelsat. The deal is expected to require a 
$1.7-billion cash injection from SoftBank, partly to pay off bondholders who enjoyed a rally in the price of their 
debt on the announcement of the news, resulting in an all-stock deal and a holding of about 40% in the newly 
merged entity for SoftBank. 

 Mitsubishi Motors President Osamu Masuko said Monday this his company was partnering Nissan Motor in 
Thailand to operate a joint logistics channel that the pair intend to take international in expectation of reaping 
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groupwide cost savings. Nissan bought about a third of Mitsubishi Motors in October, and the announcement 
is part of plan to extend cooperation on procurement and plant sharing. In Thailand, the companies have 
begun join delivery of vehicles to sales outlets in a model they plan to take international. 

Asia-Pacific (ex. Japan) 

 Mainland China stocks fell last week as market participants reacted to volatility on Wall Street and sold 
mining and other commodity-linked stocks on the back of a decline in raw materials prices, taking an 
opportunity to lock in gains after successive weeks of gains. Investors were cautious ahead of next 
week’s National People’s Congress, which is expected to deliver painful market changes. Mainland 
China stocks Shanghai Composite Index fell 1.08% over the week to finish at 3,219.19. 

 Hong Kong stocks declined last week, weighed down by heavy selling of interest-rate sensitive stocks, 
particularly property. The Hang Seng Index lost 1.72% over the week to end at 23,552.72. 

 Taiwan stocks fell last week, with market participants exiting based on protectionist sentiment 
surrounding U.S. President Trump and the potential negative implications for trading economies, not to 
mention data showing that growth in factory activity dropped to a four-month low in February. The Taiex 
dropped 1.05% over the week to finish at 9,648.21. 

 South Korea stocks declined last week with main players hit by fears of potential boycotting from China 
consumers angry at the Seoul government’s refusal to bow to pressure over its missile defense 
partnership with the U.S. The Kospi declined 0.73% over the week to end at 2,078.75. 

 Singapore stocks rose overcoming selling pressure related to falling commodity prices to focus on the 
positive outlook for the U.S. economy. The Straits Times Index was up 0.17% for the week at 3,122.34. 

Emerging Markets 

 Brazil stocks rose as market participants welcomed central bank minutes showing that policymakers 
could accelerate interest rate cuts. The Bovispa was 0.19% higher for the week at 66,785.53.  

 Mexico stocks gained ground last week, largely fueled by bets that the U.S. will not impose significant 
trade barriers, and optimism that Trump’s domestic economic policy will open opportunities for 
companies south of the border. The IPC climbed 0.78% over the week to settle at 47,414.57. 

 Indian stocks declined last week, with financial issues leading the selling, as market participants reacted 
to fears surrounding the likely effect of higher U.S. interest rates. The BSE 30 was down 0.21% for the 
week at 28,832.45. 

 Russian stocks fell last week, put under pressure by falling crude oil prices and data suggesting that 
Russia is not abiding by agreed Organization of Petroleum Exporting Countries production cuts. The 
RSTI fell 2.01% over the week to end at 1,104.73.  

ALTERNATIVE ASSETS 

 Crude oil prices lost ground last week on a rise in U.S. production and the number of active drilling 
wells, as well as a stronger dollar. Debate swung to and fro through the week as to the effect or lack 
thereof of compliance with the OPEC agreement to enforce production cuts. Benchmark U.S. crude lost 
1.2% over the week to close at $53.33 a barrel in New York. Brent crude, used to price international 
oils, fell 0.7% over the week to close at $55.90 a barrel in London 

 Gold prices declined last week on the back of heavy selling Friday that was triggered by an 
announcement from Federal Reserve Chairwoman Janet Yellen that the central bank would likely raise 
interest rates at its policy meeting later this month. Gold for April delivery declined about 2.5% for the 
week to settle at $1,226.50, as market participants scaled back bets following four consecutive weeks of 
gains, largely on expectations that higher interest rates will lead to a stronger dollar and consequently 
make the precious metal relatively more expensive to hold. 

FIXED INCOME 

US 

 The yield on benchmark 10-year Treasurys rose to 2.481% last week, up from 2.317% at the previous 
week’s finish, tracking comments from Fed Chairwoman Yellen and others that if indicators including 
employment and inflation continue on trend then an interest-rate rise would be “appropriate” at its March 
14-March 15 meeting.  
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 Upbeat February ISM manufacturing data, showing the highest headline reading since August 2014, 
can be added to the list of reasons for why the Federal Reserve should raise rates in March, analysts 
said Wednesday. The Institute for Supply Management’s headline PMI index rose to 57.7 in February 
from 56.0 in January. This was "the sixth straight month of growth in the manufacturing sector," ISM 
said. The new orders and production indexes rose to 65.1 and 62.9 respectively in February, from 60.4 
and 61.4 in January. But, the prices paid index fell to 68.0 last month from 69.0 in January. And the 
employment index fell to 54.2 in February from 56.1 in January. Overall however, the continued strength 
in ISM manufacturing was promising. "As recently as August the ISM was in slightly contractionary 
territory at 49.4, and October pre-election it was at 52.0," Ted Wieseman, economist at Morgan Stanley, 
said. 

 Construction spending fell 1.0% in January, a surprise decline that was entirely owing to a sharp drop in 
public spending to the lowest in three years, data released by the Commerce Department Wednesday 
morning showed. Analysts had expected construction spending to rise 0.7% after a small decline in 
December. With the latest data, December construction was revised up to 0.1% from a 0.2% decline in 
the previous estimate, while November spending was revised up to a 1.5% gain from the 0.9% increase 
previously reported. Private residential construction spending rose 0.5% in the month following an 
upward revised 0.7% gain in December, as new home building was up 1.3% based on an MNI 
calculation. Single-family building rose 1.1%, while multifamily building was up 2.2%. Private residential 
construction, at $476.4 billion, is the highest since August 2007. 

 Consumer confidence rose to a 15-year high in February, according to preliminary Conference Board 
data, released Tuesday. While the headline and various subcomponents reflected optimism about the 
state of the U.S. economy, not every age group was upbeat about the country's prospects, analysts said. 
The headline index rose to 114.8 in February from 111.6 in January and compared with MNI's median 
estimate of 112.0. The February reading was the highest since July 2001, when the index was 116.3. 
The present situation index rose to 133.4 in February from 130.0 in January and the consumer 
expectations index rose to 102.4 in February from 99.3 in January. Analysts homed in on positive 
consumer views about the U.S. job market, which may bode well for next week's U.S. nonfarm payroll 
release. "Consumers' outlook for the labor market was also moderately more upbeat; The proportion 
expecting more jobs in the months ahead increased from 19.7% to 20.4%, while those anticipating 
fewer jobs declined from 14.4% to 13.6%," The Conference Board said. 

 Fourth quarter gross domestic product growth was unrevised at a 1.9% annual rate of growth in the 
second estimate, below the 2.1% gain expected as an upward adjustment to PCE growth and no 
revisions to the net export gap was offset by downward revisions to the other components, data 
released Tuesday by the Bureau of Economic Analysis showed. Nonresidential fixed investment was 
revised down to a 1.3% growth pace from the 2.4% increase in the advance estimate, while residential 
fixed investment was revised down to a 9.6% rate from the 10.2% growth rate in the advance estimate. 
Inventories were up $46.2 billion in the second estimate, a smaller increase than the $48.7 billion rise in 
the advance estimate. Government spending was revised down to 0.4% growth from the 1.2% gain in 
the advance estimate. 

UK 

 The yield on 10-year Gilts rose to 1.212% last week, up from 1.0748% at the previous week’s close, as 
market participants continued to let go of the benchmark British debt on signs of rising inflation, which 
undermines its value, and expectations that the Bank of England will not move to raise interest rates 
given the fragility of the U.K. economy.  

 U.K. service sector growth slowed for the second consecutive month in February and, although 
remaining in expansion mode, the purchasing managers index drifted further away from the 17-month 
peak witnessed at the end of 2016. Friday’s Markit/CIPS Services purchasing managers index fell to 
53.3 in February, a five-month low, down from January's outturn of 54.5 and lower than the MNI median 
of 54.4. The index now lies broadly in line with the series average of 53.2, having sat above this for the 
past few months. While business confidence remains high, February's slowing was driven by a drop in 
the pace of new business growth and reduced household consumption. 

 Growth in the U.K. construction sector accelerated in February, a survey published Thursday showed, 
with inflationary pressures continuing to build on the back of weaker sterling. The Markit/CIPS U.K. 
Construction Purchasing Managers Index rose to 52.5 in February from 52.2 in January, in line with the 
MNI Median forecast, the sixth consecutive monthly expansion. In a similar vein to the February 
manufacturing report published Wednesday, the construction PMI showed elevated price pressures, 
with the input cost inflation growing at the second highest rate since August 2008 – the very early days 
of the Great Financial Crisis. "February data revealed that input cost inflation remained at levels last 
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seen in the summer of 2008. Suppliers' efforts to pass on rising energy costs and international 
commodity prices have been amplified by the weak sterling exchange rate," the survey said. 

 U.K. manufacturing remained buoyant in February, although growth was below that seen in January, a 
survey published Wednesday showed. The Markit/CIPS Manufacturing Purchasing Managers Index fell 
1.2 points to 54.6 in February, down from January's revised 55.7 and below December's two-and-a-half 
year high of 56.1. This is now the seventh consecutive month the PMI has been above the neutral mark 
of 50.0. New orders moderated on the month but remained above the long-run survey average. Orders 
from overseas were up in February, rising for the ninth straight month, reportedly as result of a pickup in 
sales across the globe. Input-cost inflation remained elevated, but eased from January's record high, 
the survey said. Factory gate prices remained close to January levels. "U.K. manufacturers have 
reported a bumper start to 2017, but are seeing prices rise at an unprecedented rate. Factory output 
growth accelerated to a 32-month high in January, as solid domestic demand continued to drive 
production volumes higher." said Rob Dobson, senior economist at IHS Markit. 

 U.K. house price inflation rose in February, with the pace of annual inflation accelerating from January's 
rate, data released Wednesday by Nationwide showed. House prices rose 0.6% on month in February, 
with the year-on-year rate picking up to 4.5% from 4.3% in January. Mortgage approvals rose in 
January, according to data released by the British Bankers' Association last week, helping underpin the 
market in the early part of 2017. However, there were warnings that some dark clouds are gathering on 
the horizon. "The outlook is uncertain, but we, along with most other forecasters, expect the U.K. 
economy to slow through 2017 as heightened uncertainty weighs on business investment and hiring. 
Consumer spending, a main engine of growth in recent quarters, is likely to be effected by rising 
inflation in the months ahead as a result of the weaker pound," Robert Gardner, Nationwide's chief 
economist, said. 

 U.K. consumer confidence deteriorated in February, with consumers more concerned about their 
personal finances although less pessimistic about the overall economic outlook, a survey published 
Tuesday showed. The GfK February Consumer Confidence Index edged down to -6 from -5 in January, 
driven by downward revisions to both measures of household finances. The index measuring 
consumers' personal financial situation over the next 12 months fell 4 points to +3, returning to the level 
set in December and 5 points below the level set a year ago. The survey lends some support to the 
view that consumers may be beginning to reign in consumption, curbing their appetite for durable 
goods. The Major Purchase Index decreased five points to +5 in February, seven points lower than a 
year ago. 

Europe  (ex. UK) 

 The yield on benchmark 10-year bunds rose to 0.356% last week, up from 0.186% at the previous 
week’s finish, with market participants focused on evidence of rising inflation apparent in Germany and 
elsewhere across the region.  

 Euro area headline inflation accelerated in February to a near four-year high, while stubbornly low core 
readings were unchanged on January's levels, according to preliminary data released by Eurostat 
Thursday. The headline reading of 2.0% on the year exceeded market expectations centering on 1.9%, 
and was more than three times the November outcome of 0.6%. The headline number has now 
surpassed the European Central Bank's official inflation target and was last at this in January 2013. 
Excluding energy and unprocessed food, inflation came in at 0.9% on the year, the same as in January, 
but before then, a reading unequalled since the 1.0% seen last March. 

 Germany’s annual inflation rate picked up to 2.2% in February, outstripping expectations to accelerate 
at its fastest rate since the summer of the 2012 eurozone debt crisis, and up from 1.9% in January, data 
from Destatis showed Wednesday. Higher energy prices were the primary driver, up 7.2% on year, with 
food (4.4%) and household rents (1.6%) lifting consumer prices. The strong showing is likely to provide 
ammo for hawks critical of the ECB’s easy monetary policy stance, particularly alongside February data 
from Spain showing inflation at 3.1%. 

 Eurozone manufacturing output growth hit a near six-year high in February, a survey released 
Wednesday showed, with both input and output cost pressures gathering pace. The February Markit 
Manufacturing Purchasing Managers' Index was 55.4, up from January's 55.2, the survey showed, just 
below the preliminary estimate of a rise to 55.5. According to the survey, growth was again seen across 
all of the 'big four' nations, although the Netherlands topped the growth chart. Input cost inflation rose to 
a near six-year high in February, reflecting a combination of higher fuel and oil prices alongside 
increased import costs as result of the weaker euro exchange rate. "There were also signs that rising 
demand for raw materials (purchasing activity rose at the second steepest pace in almost six years) led 
to sellers' markets developing for a number of inputs. This was highlighted by supplier lead times 
lengthening to the joint-greatest extent since mid-2011," the survey added. 
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 France’s fourth-quarter gross domestic product rose 0.4% on quarter, building on a 0.2% expansion in 
the third three months, helped by higher consumption and investment spending, the second estimate 
from Insee showed Tuesday. Household consumption grew 0.6% while government spending rose 
0.4%, the statistics office said. 

Japan 

 The yield on 10-year JGBs climbed to 0.073% last week, up from 0.068% at the previous week’s finish, 
as the government continued its measured intervention in the debt markets to stabilize the yield at near-
zero and inflation ticked higher in January.  

 Japan's consumer price index from the Ministry of Internal Affairs and Communications released Friday 
showed national average core CPI (excluding fresh food but including energy prices) rose 0.1% on year 
in January, posting the first rise in 13 months on higher gasoline and heating oil prices, as well as a 
smaller drop in household durable goods. It was firmer than the median economist forecast for being 
unchanged. In total CPI, gasoline prices rose 11.2% on year in January, the second straight rise after 
rising 1.6% in December, which was the first increase in about two years. While utility costs continued to 
drop on year, fuel prices are expected to lead a gradual rise in consumer prices as they filter through to 
a wide range of economic activity. 

 The Bank of Japan should consider raising its interest rate targets flexibly if the board believes growth 
and inflation are improving but should follow market moves to price in higher borrowing costs ahead, 
BOJ board member Takehiro Sato said Wednesday. He repeated his view that the yield curve should 
be steeper to achieve a sustainable economic recovery with price stability toward the bank's 2% inflation 
target. On how the BOJ should manage its yield curve control policy, Sato said, "If the policy board 
assesses that economic activity and prices are changing for the better and that market conditions are 
changing in response to or in anticipation of the improvement, it is appropriate to flexibly adjust the 
interest rate level in the guideline so that the guideline would reflect market movements.” 

 Japan's preliminary retail sales from the Ministry of Economy, Trade and Industry released Tuesday 
rose 1.0% on year in January, marking the third consecutive rise after a gain of 0.7% in December and 
1.7% in November. The government left its assessment unchanged from the previous month, saying 
retail sales are "showing signs of a pickup.” Motor-vehicle demand remained strong on new models but 
relatively mild weather dampened demand for winter clothing. Department store sales were hit by heavy 
snowfalls in some region. Fuel sales posted the second consecutive rise, reflecting a pickup in crude oil 
prices. 

Source: Market News International 
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