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Weekly market watch  
 
As at Friday June 9, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  26030.29 106.24 18.34% 22.22% 
India  BSE 30 31262.06 (11.23) 17.46% 16.81% 
Japan  Nikkei  20013.26 (164.02) 4.70% 20.07% 
Singapore  STI  3254.19 14.18 12.28% 14.43% 
South Korea  KOSPI  2381.69 9.97 17.53% 17.66% 
Taiwan  WSE 10199.65 47.12 10.22% 17.03% 
Shanghai     COMPOSITE 3158.40 52.86 (2.78%) 7.90% 
Europe 
France  CAC  5299.71 (43.70) 8.97% 20.29% 
Germany  DAX  12815.72 (7.22) 11.62% 27.03% 
Italy  FTSE MIB  21122.42 194.18 9.81% 18.91% 
Russia  RTSI  1040.39 (5.05) (9.50%) 9.42% 
UK FTSE 100  7527.33 (20.30) 5.38% 20.79% 
Americas 
Brazil  IBOV  62210.56 (300.14) 3.29% 21.70% 
Mexico  IPC  49081.73 (235.65) 7.53% 7.49% 
Nasdaq  CCMP  6207.92 (97.88) 15.32% 25.19% 
US  S&P 500  2431.77 (7.30) 8.62% 14.95% 
US   DOW  21271.97 65.68 7.64% 18.27% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.0050 1.0380 1.2020 1.4110 
10 Year OAT 0.6470 0.7090 0.8670 0.4910 
10 Year Bund  0.2640 0.2740 0.4300 0.1260 
10 Year Japan  0.0510 0.0470 0.0350 -0.1000 
10 Year Treasuries  2.2030 2.1600 2.3990 1.7520 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.00 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 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.50 1.75 
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 turned in an uneven showing last week as investors swapped out technology stocks for energy and finance 
issues on the back of a Goldman Sachs research note suggesting Silicon Valley plays are overvalued following a three-
week rally. The testimony of former FBI director James Comey in front of the U.S. Senate Intelligence Committee on 
President Donald Trump’s alleged attempts to stop an FBI investigation into Russian meddling in the U.S. presidential 
campaign had little effect on share prices. The Dow Jones Industrial Average rose 0.31% over the week to reach a 
record high of 21,271.97, the Standard & Poor’s 500 fell 0.3% to end at 2,431.77, while the Nasdaq declined 1.55% to 
settle at 6,207.92. 

– Johnson & Johnson received approval from the European Union to proceed with its $30 billion takeover of Actelion 
Friday, paving the way for the drugmaker to stem the flow of lost revenue as its keystone arthritis treatment goes off 
patent. The deal would be the largest in the sector since 2015, and may open up further consolidation in big pharma, 
especially if U.S. Republicans manage to pass a law offering a discounted tax rate on the repatriation of funds worth 
more than $100 billion. European Union regulators passed the deal under the stipulation that Actelion’s insomnia 
research and commercially sensitive information be ring-fenced and spun off into a separate listed company, in which 
Johnson & Johnson can hold a maximum stake of 16%, in the process alleviating the watchdog’s antitrust concerns over 
the development of new insomnia drugs.   

– Matt Zames said Friday that he would resign from his role as JPMorgan Chase chief operating officer, throwing into 
doubt who might succeed bank chairman and chief executive Jamie Dimon, who is 61 and has led the bank since 2006. 
The suggestion is that the length of Dimon’s tenure has tested the patience of those below him seeking advancement, of 
which Zames is the latest of a string of potential company leaders to have bowed out under Dimon to seek opportunities 
elsewhere.    

– Pinterest announced Tuesday that it had lifted its valuation by 10% to $12.3 billion following a new round of funding, 
taking on an extra $150 million from existing investors, including Andreessen Horowitz and SV Angel, as well as 
Goldman Sachs and Wellington Management. The company is seeking to bolster its reserves to invest in visual search 
technology and a planned expansion outside the United States, where it counts more than 60% of its users. The 
company is competing for advertising dollars with chief rivals Google and Facebook, but has so far been reluctant to 
aggressively monetize its “buyable pins” service for fear of alienating users. 

– Uber on Tuesday fired more than 20 staff following a report into claims of sexual harassment at the ride-hailing company 
conducted by law firm Perkins Coie in an attempt to show decisively that the company was reforming. Uber also 
announced two new hires: Bozoma Saint John from Apple as chief brand officer and Harvard Business School (HBS) 
professor Frances Frei under a remit to transform its workplace culture. Frei had been advising Uber as it stumbled 
through the harassment and branding crises. She has worked on improving gender equity at HBS and has authored a 
book on how to put customers first and improve service. 

– Apple on Monday launched an artificial reality (AR) platform bundled as part of the next iteration of iOS that will at one 
stroke give developers access to the world’s largest potential user base for such services. The “ARkit” leverages an 
improved camera, motion sensors and graphics processors with depth sensors and rendering of artificial light. The 
company showcased an improved version of Pokémon Go at its annual developers’ conference to highlight the platform’s 
potential. Apple also launched a HomePod wireless speaker integrated with Siri voice activation function that it hopes will 
compete with rivals such as Amazon Echo and Google Home. Other highlights included an iPad with a larger screen, a 
peer-to-peer payments facility for Apple Pay, and new machine learning capabilities for Siri. 

UK 

– London stocks lost ground last week, with financials weighing on a sharp fall in sterling that accompanied the general 
election rigmarole that left a Conservative and Democratic Unionist Party coalition government with a weaker hand at the 
Brexit negotiating table due to the public’s apparent rejection of Theresa May’s hard Brexit rhetoric. Multinationals on the 
main board enjoyed gains on the weaker pound, as it means their overseas earnings will be worth relatively more when 
they are converted back to sterling. The FTSE 100 fell 0.27% over the week to end at 7,527.33. 

– BT said Thursday that it would ask shareholders to approve a decision to replace PwC with KPMG as its auditing firm 
following an accounting scandal at its Italian division. The move would end a more than 30-year relationship, and comes 
after a whistleblower highlighted fraud at BT Italia that led to a write-off of more than half a billion pounds and a more 
than 20% fall in the telecom group’s stock price. KMPG pipped EY to win the contract, worth about GBP15 million a year. 
PwC was left red-faced that it took a whistleblower to spot such a massive hole in the accounts.  
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– Flybe confirmed Thursday that it fell to a full-year loss in 2016, as overly aggressive spending on expanding capacity 
coincided with a pullback in demand. The company reported a pre-tax loss of GBP19.9 million, reversing a GBP2.7 
million profit in the previous year, as revenue rose 13.4% to GBP707.4 million. A GBP4.8 million write-down on an IT 
systems upgrade deepened the loss, and the regional airline warned it could take a further charge as it expects to cancel 
existing contracts over the next year.  

– HSBC was accused afresh of conducting illegal currency trades Tuesday, this time by ECU Group, a London-based 
currency investment firm that filed an application to London’s commercial court seeking records of three large trades 
HSBC conducted on its behalf in 2006. ECU had at the time suspected HSBC of “front running” the trades given how the 
market seemed to shift to its detriment moments before the orders were executed, but HSBC assured the firm it would 
conduct an internal investigation. The inquiry found no wrongdoing, but ECU was prompted to return to the matter after 
the U.S. Department of Justice charged two of HSBC’s top forex traders with front running in July 2016, despite the bank 
again having said that an internal probe into their behavior had found no breaches of its code of conduct. 

– Polyus said Monday that it plans to sell shares in London and Moscow, two years after delisting from the London Stock 
Exchange. The Russian gold miner said it would seek to raise as much as $700 million via the sale of new and existing 
shares after it won the rights to develop Russia’s largest gold deposit in January. Chief executive Pavel Grachev said he 
expects the company to become the world’s fourth-largest gold miner by output in 2019, up from the eight largest last 
year. Polyus will likely return to London by trading global depositary shares, two years after it delisted in response to calls 
from Moscow for Russian companies to return home amid a deterioration in diplomatic relations related to the conflict in 
Ukraine. 

– The Financial Reporting Council said Monday that it had closed an investigation into PwC auditing of Tesco without 
calling for censure, three years after the supermarket chain’s admission that it had overstated its first-half profit by 
GBP208 million. The council said there was no real prospect that a tribunal would find PwC guilty of misconduct, and that 
it could not contend that the auditor had failed to ask the right questions or act appropriately on information they were 
given. 

Europe (ex. UK) 

– European stocks tracked London lower, with investors cautious ahead of a key European Central Bank meeting and the 
UK election, though valuations recovered slightly after both events, with the prospect of a softer Brexit encouraging 
investors. Disappointing corporate news, including a fire-sale of Banco Popular, and a selloff of Roche Holding following 
a disappointing drug trial, also weighed. The Eurofirst 300 was off 0.5% for the week at 1,534.39. 

– Rosneft on Tuesday stepped up its attempt to claim damages against Sistema over charges that the latter deliberately 
stripped a Rosneft unit, Bashneft, of assets during the five-year period it owned the company. A court in central Russia 
approved the request for an increase in the damages claimed to $3 billion from $1.9 billion, and allowed a co-shareholder 
in Bashneft to join the case as co-plaintiff. The battle brings into conflict two of Russia’s most powerful corporates and 
their owners, with Sistema claiming its actions were transparent and legal, and that the action undermines basic 
shareholder rights and corporate governance in Russia, a view the market appears to agree with given that the Moscow 
Stock Exchange is down about 9% since the launch of the case. 

– Banco Santander agreed to buy domestic peer Banco Popular for EUR1 Wednesday after European Union authorities 
announced the Madrid-based lender was likely to fail. Santander said it planned to raise EUR7 billion of fresh capital to 
rebuild Popular’s balance sheet, which is burdened with EUR37 billion of nonperforming real estate loans. The lender 
had lost half its market value in the first four trading days of June as investors bet that it would not be able to plug its 
funding shortfall. The European Single Resolution Board, which was formed in 2015 to protect taxpayers and depositors 
from the fallout of failing banks, said that the decision showed that it was performing its intended role. 

– Delivery Hero said Tuesday that it was planning to raise EUR450 million from an initial public offering this year, in the first 
listing of a Rocket Internet-backed company since 2014, when the German tech investor itself went public. Rocket has a 
33% stake in the German food delivery service, while Naspers, the South African tech group, has a 10% stake it 
purchased last month for EUR387 million. The floatation is seen as good news for Rocket, which has been facing 
questions about how it values its portfolio companies amid a spate of losses. 

– Blackstone said Monday that it had agreed to buy Sponda, a Finnish real estate company, for about EUR1.8 billion in 
cash. Sponda shareholders received a 20.7% premium on the stock’s Friday closing price after the company’s board 
unanimously agreed to recommend Blackstone’s EUR5.19 per share cash offer, which gave Sponda an enterprise value 
of EUR3.8 billion. Blackstone said the acquisition would help its already strong position in Nordic real estate, which 
include some EUR4-billion in assets. 
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Japan 

– Tokyo stocks lost ground last week, reacting to a firming of the yen versus the dollar that will make the country’s exports 
more expensive, though the benchmark index still managed to close above the 20,000-mark that observers suggest is 
indicative of a resurgent Japanese economy. The Nikkei 225 Index dropped 0.81% over the week to close at 20,013.26. 

– Toshiba shares rose strongly Tuesday as investors acknowledged reports that Broadcom was at the head of the pack to 
buy its Nand flash memory unit. The Asahi newspaper reported that Toshiba had begun final talks with the U.S. 
chipmaker, which is backed by the Silver Lake private equity firm. Broadcom will compete with a rival bid from Foxconn, 
backed by Amazon and Apple, of up to Y3 trillion. 

– Sony said Monday that sales of its PlayStation 4 games console had reached almost 60 million units since it was 
launched at the start of 2014, and enjoyed strong momentum in April despite the launch of the rival Nintendo Switch and 
the forthcoming release of a new and more powerful Xbox console from Microsoft. The Switch has proved popular 
enough since its March release to ensure stocks disappear from the shelves as fast as they can be produced, but strong 
sales across all the console platforms indicate consumers are returning to standalone units after an upsurge in mobile 
gaming. 

– Toyota said last weekend that it sold the final part of its stake in Tesla toward the end of 2016, reflecting the end of the 
pair’s alliance and the intensification of competition in the new energy vehicle space. Toyota plans to sell its own purely 
electric vehicle, and thus cashed in the 2.34 million shares, worth about $481 million in March 2016, that it held in its 
Silicon Valley rival. The two companies had engaged in a partnership in 2010 aimed at learning from each other’s 
cultures, but Toyota’s conservative approach never managed to adapt to the start-up dynamism of Elon Musk’s 
company. 

Asia-Pacific (ex. Japan) 

– Mainland Chinese stocks notched their best week since November, as the securities regulator cut back on initial public 
offering approvals, easing liquidity dears, and expectations grew that index publisher MSCI will add Chinese A shares to 
its benchmark index on June 20. China also reported stronger-than-expected exports for May on Thursday, further 
boosting sentiment. The Shanghai Composite Index rose 1.71% over the week to finish at 3,158.75. 

– Hong Kong stocks tracked mainland issues higher, taking their read from the robust trade data as investors picked up 
large-cap stocks. The Hang Seng Index put on 0.41% over the week to close at 26,030.29. 

– Taiwan stocks reached 17-year highs last week, holding early week gains despite the pullback in U.S. tech equities on 
upbeat expectations for electronics orders. The Taiex index was up 0.46% for the week at 10,199.65. 

– South Korea stocks also rose last week, with the benchmark index hitting a record on foreign buying interest, which 
sparked a rally in brokerages. The Kospi added 0.42% over the week to end at 2,381.69. 

– Singapore stocks regional markets higher last week, with UK-linked Singapore stocks proving resilient despite the fall in 
sterling amid the general election result, and investors focusing on strength in the domestic real estate market. The 
Straits Times Index gained 0.44% over the week to reach 3,254.19. 

Emerging Markets 

– Brazilian stocks fell last week as the market hedged its bets on whether the acquittal of president Michel Temer by an 
electoral court on charges of illegal campaign financing will be the last they will see of the country’s leader in the courts. 
Four out of seven judges gave Temer a pass on charges that he and former president Dilma Rouseff accepted illegal 
contributions during their 2014 campaign, though he still must clear his name of influence peddling and corruption. The 
Bovispa was down 0.48% for the week at 62,210.56. 

– Mexican stocks also retreated last week, as the peso closed out the week at a 10-month high that threatened to erode 
exporters’ advantage, and amid analysts urging caution over whether there will be a successful renegotiation of NAFTA 
terms with the U.S. The IPC lost 0.48% for the week, closing at 49,081.73. 

– Indian stocks stayed flat last week in the absence of catalysts, though a Reuters poll pointed to expectations that inflation 
cooled to a record low in May and will likely pressure the central bank to cut interest rates, even as Nomura forecast that 
second-quarter GDP will improve on the first quarter’s 6.1% as the immediate impact of the Goods and Services Tax 
settles down. The BSE 30 slipped 0.04% over the week to close at 31,262.06. 

– Russian stocks fell last week amid declining crude oil prices that suggest a bleak outlook for the country’s all-important 
energy complex. A spotlight on the Trump administration’s Russian connections and former FBI director James Comey’s 
contention that Trump tried to pressure him into dropping his probe on Russian ties, also prompted investor caution. The 
RSTI fell 0.48% over the week to end at 1,040.39. 
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Alternative Assets 

– Crude oil prices fell for a third straight week last week, reflecting an unexpected rise in U.S. supply as the U.S. Energy 
Information Administration reported a spike in weekly crude stocks– the first in nine weeks. The number of active U.S. 
rigs also continued to rise – marking five months of continuous weekly expansion. Benchmark U.S. crude fell 3.8% over 
the week to close at $45.83 a barrel in New York. Brent crude, used to price international oils, declined 3.6% over the 
week to finish at $48.15 a barrel in London. 

– Gold prices fell last week for the first time in a month, primarily as a result of a strengthening dollar and resistance to 
taking the yellow metal over the $1,300 per ounce mark. Traders overlooked political uncertainty related to both the UK 
election result and the impact of Comey’s testimony in front of a U.S. Senate Intelligence Committee. Gold for August 
delivery fell 0.7% over the week to settle at $1,271.40 per troy ounce. 

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 2.203% last week, up from 2.16% at the previous week’s finish, as 
buying pressure eased following the passing of former FBI director Comey’s testimony without immediate consequence. 

– Fired FBI Director James Comey did not change his story under Senate Intelligence Committee public questioning 
Thursday – that Russia was trying to influence how the U.S. voted for president and that the president was trying to get 
him to stop the probe of his fired national security adviser. Comey said he was "stunned" to hear President Donald 
Trump say he hoped Michael Flynn would escape FBI scrutiny. He refrained from going further and said he would leave 
to the special counsel any judgement that he was witnessing an impeachable offense. "I don't think it's for me to say 
whether the conversation I had with the president was an effort to obstruct," Comey said. The special counsel will "try 
and understand what the intention was there." Comey then answered more questions behind doors closed to reporters, 
presumably going beyond his answers that had been relayed by intense live TV coverage that extended beyond cable 
channels to rare commercial network coverage without commercials. Comey emphasized several times that the Russian 
government tried to "change the way we think, we vote, we act." That "hostile act," he said, is "a big deal." At the same 
time, there is no evidence, he said, that any votes that were cast were changed. Whether opinions were swayed before 
voting remains an open question. 

– U.S. chief executive officers are increasing their plans for capital investment, slightly moderating their plans for hiring and 
are anxious to see the Trump administration and Congress accomplish tax reform and do more to cut regulations, the 
Business Roundtable said Tuesday. In its update of its members' six-month economic outlook, the Roundtable said its 
latest index of CEO sentiment reached 93.9, a three-year high and far above the historical average of 80. Expectations 
for capital investment increased 4.4 points in the survey from the previous quarter but plans for hiring backed down 3.3 
points. The underlying survey was taken through May 24 among 148 CEOs. JPMorgan chief Jamie Dimon, speaking as 
this year's Roundtable chairman on a conference call with reporters, said, "Sixty percent of the responding CEOs said 
that delaying tax reform means their company will delay capital spending and 56% percent say their company will delay 
hiring plans. 

– The value of new factory orders fell by 0.2% in April, exactly as expected, as nondurable goods orders rose 0.4% to 
offset a downward revised 0.8% decline in durable goods orders, data released by the Commerce Department Monday 
morning showed. Food products shipments rose 1.1% and petroleum and coal products shipments rose by 0.5% in April, 
leading the increase in nondurables orders. Nondurables shipments are equivalent to orders in this report. Total factory 
orders excluding transportation rose 0.1% in April, while durable goods orders excluding transportation were down 0.5%, 
revised down slightly from the 0.4% decline in the advance estimate. 

– First-quarter nonfarm productivity was revised modestly higher to a flat reading from a 0.6% decline previously reported, 
while unit labor costs were revised down to a 2.2%% pace of growth from the 3.0% rise in the preliminary estimate, data 
released by the Bureau of Labor Statistics on Monday showed. In addition, fourth quarter unit labor cost growth was 
revised sharply lower to a 4.6% rate of decline from the 1.3% gain previously reported due to inclusion of QCEW data. 
Productivity was unrevised at a 1.8% rate of growth in the fourth quarter. First-quarter output growth was revised up to a 
1.7% pace from the 1.0% preliminary estimate, while hours worked growth was revised only modestly to a 1.7% pace 
from the 1.6% rate in the preliminary estimate. 

– U.S. business economists forecast a bounce back in economic growth in the second quarter, asserting the weak first-
quarter economic growth is transitory, despite expectations on economic outlook being revised down marginally, the 
survey conducted by the National Association of Business Economics showed Monday. The panelists in the NABE 
Outlook Survey Report forecast the GDP to grow to 3.1% in the second quarter of 2017 and about 2.5% in the second 
half of the year. However, the median forecast calls for the average annual GDP to be 2.2% for 2017, and 2.4% for 2018, 
down 0.1 percentage point compared to the March 2017 estimates. The business economists seem to be mirroring the 
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Federal Reserve's sentiment toward an impending rebound from weak economic growth, shown by the lower than 
expected GDP estimates. However, economic expectations are slightly lower than what was seen in March. 

UK 

– The yield on 10-year Gilts fell to 1.005% last week, down from 1.038% at the previous week’s finish, as investors sought 
safety amid uncertainty surrounding the British election result, the level of sterling and the outlook for Brexit negotiations, 
which begin in earnest next week.  

– The UK Conservative Party suffered a surprise reversal in national elections Thursday, losing their overall majority and 
just about holding on to power with the support of Northern Ireland's Democratic Unionist Party. The Conservatives 
ended the election with 318 seats, down 12 on their previous total and seven short of an overall majority. The Labour 
Party ended with 262 seats, up from 232. Labour Shadow Chancellor John McDonnell said his party would make "no 
deals, no coalitions" with other parties while Labour leader Jeremy Corbyn said they were ready to serve the people. The 
Conservatives, however, as the largest party get the first shot at forming a government. "What the country needs is 
certainty that only the Conservative party can provide as the largest party. We'll continue to work with friends/allies in 
DUP," Prime Minister Theresa May said. 

– Industrial production rose modestly in April, Friday data showed. Construction output declined, pointing to a sluggish start 
to the second quarter after a marked decline in economic output over the opening three months of the year. Total 
production rose by 0.2% in April and decreased by 0.8% over the same month of 2016, below the MNI median forecast 
of a 1.0% monthly gain and a 0.2% annual fall. Electricity and gas production jumped by 2.9% in April, accounting for 
0.27 percentage points of total growth. Manufacturing output also rose 0.2% in April, leaving the sector unchanged over 
April of 2016, falling short of the MNI median forecast a 1.0% monthly gain and a 0.7% annual increase. 

– The UK trade gap narrowed in April, courtesy of a fall in imports, while the deficit over the first quarter was revised lower, 
and could exert less of a drag on later estimates of gross domestic product. The total trade gap narrowed to GBP2.050 
billion in the fourth month of the year, from a revised GBP3.896 billion in March, compared to the MNI median forecast of 
a GBP3.0 billion shortfall. Over the first quarter, the deficit was revised to GBP9.275 billion, compared to the GBP10.540 
billion reported last month. That means that net trade could exert less of a drag on gross domestic product in revisions of 
first quarter output. The widening deficit subtracted 1.4 percentage points from total growth of 0.2% in the opening 
months of the year. Over the month of April, total exports fell by 0.1% to GBP49.816 billion, while imports declined 3.5% 
to GBP51.866 billion. The deficit in goods narrowed to GBP10.383 in April, from a revised GBP12.048 billion gap in 
March, compared to the MNI median forecast of GBP11.9 billion. 

– The UK's Institute of Directors said Tuesday that 20% of their business members are considering moving some 
operations out of the country due to Brexit, their head of Europe and trade policy said Tuesday. Allie Renison, speaking 
for the IoD, the UK's largest organisation for business leaders, told MNI that about 14% of members were actively looking 
at relocating parts of their business to elsewhere in the European Union, with a further 6% to 7% considering a possible 
move further afield. "I think there was a lot of businesses who were already anticipating before her [Theresa May's Brexit] 
speech that we'd be leaving the single market. The new element was the no deal is better than a bad deal, and I think 
now people are planning for that but hesitating about when they have to push that trigger point," Renison said, adding 
that members wanted to know whether or not there would be a deal by April 2019 at the latest. 

– Consumer spending returned to trend in May, depicting declining activity after a surge in sales over Easter, further 
highlighting the prospect of reduced consumer purchasing power, a survey published Tuesday showed. The British 
Retail Consortium Retail Sales Monitor reported May like-for-like sales values fell 0.4% on the year and total sales up 
0.2%, retreating from the six-year highs registered in April. In returning to its underlying trend, May's data confirms the 
notion that consumer spending appetites remain fragile amid eroding real earnings and that April's strong showing was a 
one-off attributed solely to this year's late Easter. Despite the fall in overall sales, food sales in the three-months through 
May were up 4.3% on a total basis, which according to the BRC Retail Sales Monitor was the strongest three-month 
average since February 2012 (excluding Easter distortions). May's outturn was enough to pull the 12-month average up 
to 2.2%, the highest since January 2014. 

– UK service sector activity abated in May, growing at its slowest pace since February as new business growth retreated 
from the highs recorded in April, a survey published Monday showed. The May Services PMI from IHS Markit fell to 53.8 
from 55.8 in April, a three-month low and below the MNI median of 55.1. The deceleration in service sector output follows 
robust performances in both the counterpart manufacturing and construction surveys. Last Thursday's May release of the 
manufacturing PMI only marginally fell from April's three year high, moderating just 0.6 point to 56.7, while the 
construction PMI rose 2.9 points to a 17-month high of 56.0. After reaching the highest level achieved this year in April, 
firms reported new business falling back to weaker levels. According to IHS Markit, firms put this down to squeezed 
household budgets as well as "delayed decision-making among clients ahead of the General Election this week.” 
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Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to 0.264% last week, down from 0.274% at the previous week’s finish, 
reflecting uncertainty over the UK election result but also growing clarity that the outlook for the Eurozone economy and 
Germany in particular is upbeat, and that the European Central Bank may finally be able to take its hand off the steering 
wheel, and in the mid-term even turn its attention to raising interest rates if inflationary pressure emerges.  

– The UK and the European Union face an "urgent task" to move ahead with Brexit negotiations, EU Council President 
Donald Tusk said in a letter Friday. Congratulating UK Prime Minister Theresa May on her reappointment, Tusk urged 
her to "conduct the negotiations on the UK's withdrawal from the European Union in the best possible spirit,” adding that 
the Article 50 timeframe "leaves us with no time to lose.” Tusk earlier tweeted a warning to the UK to pick up the pace, 
saying: "Do your best to avoid a ‘no deal’ as result of ‘no negotiations.’” 

– First-quarter European Monetary Union GDP growth was upwardly revised from 0.5% quarter-on-quarter to 0.6% on 
Thursday, for the fastest pace since 2015. Investments contributed significantly, 1.3% on quarter, following an upwardly 
revised 3.4% in the final three months of 2016. Consumption rose by 0.3% and government spending by 0.4%. Net 
exports declined 0.1%. Meanwhile, April German industrial production rose 0.8% on month, up from 0.1% on month in 
March. 

– President Mario Draghi and his ECB colleagues took their first "baby steps" to normalize their ultra-low-rate monetary 
policy on Thursday but, reflecting a still cautious outlook, left the door open to more policy action if conditions take a turn 
for the worse. With the Eurozone economy growing at its fastest pace since 2015, ECB policymakers meeting in Tallinn, 
Estonia, dropped the option of cutting rates again from their forward guidance, while shifting their assessment of 
Eurozone growth risks to "broadly balanced.” But policymakers said they still stood ready to boost either the size or 
duration of QE bond buying "if the outlook becomes less favorable" and inflation showed signs of derailing from its target 
path back to near 2%. "The tail risks on the future path of inflation have disappeared," Draghi said, justifying the 
removing of the interest rate easing bias. The QE easing bias remains because "the economic expansion has yet to 
translate into stronger inflation dynamics," he added. New ECB staff forecasts outlining a slower inflation rebound 
underpinned Draghi's caution. Because of expected weaker energy prices, the central bank now sees headline inflation 
averaging 1.3% in 2018 and 1.6% in 2019, down from previous forecasts of 1.6% and 1.7%. 

– Eurozone output growth accelerated to a near six-year high in May, a survey released Monday showed, with both input 
and output cost pressures also gathering pace. Growth was in line with the preliminary report published recently. The 
May Markit Composite Purchasing Managers' Index stood at 56.8, unchanged from April and the 56.8 May flash reading. 
According to the survey, growth was again seen across all of the 'big four' nations, with employment growth showing the 
biggest monthly pick up in a decade. Output and input cost inflation remained elevated, just below 2017's multi-year 
highs although there was some easing in the month. 

Japan 

– The yield on 10-year JGBs rose to 0.051% last week, up from 0.047% at the previous week’s finish, as the market 
reacted to a Bloomberg report that the Bank of Japan may be considering an exit from its massive monetary stimulus 
program, as the bank seeks to open opportunities for other market participants to purchase government debt.  

– The Economy Watchers sentiment index for Japan's current economic climate posted the second straight month-on-
month rise Thursday, up 0.5 point at 48.6 in May on a seasonally adjusted basis after rising 0.7 point in April, backed by 
solid demand for industrial goods, tourism, mobile communications and construction. Concerns about rising energy costs 
have eased, although projected labor shortages are feared to dampen growth. "Concerns about costs for firms using 
fuels have eased as the prices for gasoline and other fuels have stabilized. Strong demand from both the private and 
public sectors has continued since the start of the year in both the manufacturing and non-manufacturing sectors," 
Cabinet Office director of regional economies Masahiko Tsutsumi told reporters. The Economy Watcher outlook index 
showed sentiment over the next two to three months also continued to rise in May, up 0.8 point at 49.6, the second 
straight gain after a 0.7 point rise in April. 

– Revised GDP for the January-March quarter of 2017 released by the Cabinet Office Thursday showed Japan’s modest 
economic recovery in the first quarter of 2017 was unexpectedly revised down from the initial estimate as the effect of an 
upwardly revised increase in business investment was offset by a sharp downward revision to private-sector crude oil 
inventories. "Economic growth is still solid despite the downward revision," a Cabinet Office official said. Real first-quarter 
GDP was revised down to 0.3% on quarter, or an annualized 1.0%, from the preliminary estimate of 0.5% on quarter, or 
an annualized 2.2%. 

– The Bank of Japan said Wednesday that its supply-side Consumption Activity Index rebounded a real 1.3% on a 
seasonally adjusted basis in April for the first month-on-month rise in two months after falling a revised 0.5% in March. In 
April, the index rose 1.1% on the January-March quarter, when it rose 0.8% from the previous three months, the first rise 
in two quarters after being flat in October-December and rising 0.5% in July-September. The BOJ's consumption 
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indicator reflects a wide range of sales and supply-side statistics on goods and services and helps capture the short-term 
consumption trend, and it has a close correlation to final gross domestic product figures. 

Source: Market News International 

The information is based on management forecasts and reflects prevailing conditions and our views as of this date, all of which are accordingly subject to 
change. In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and completeness of all information 
available from public sources or which was provided to us by or on behalf of the potential investor or which was otherwise reviewed by us. No responsibility can 
be accepted for errors of fact or opinion.  
Past performance and any forecasts are not necessarily a guide to future or likely performance. You should remember that the value of investments can go 
down as well as up and is not guaranteed. Exchange rate changes may cause the value of the overseas investments to rise or fall. 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of investment products.  
Potential investors should be aware that such investments involve market risk and should be regarded as long-term investments. 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 
The investments mentioned in this document may not be suitable to all investors. The information contained in this document is provided for reference only and 
does not constitute any investment advice. Investors are advised to seek independent advice before making any investment decision. Past performance is not 
indicative of future performance. Investment involves risk and investors may not get back the amount originally invested. Please read the relevant offering 
document carefully, in particular fund features and the risks involved in investing in the fund. 
Schroder Investment Management (Hong Kong) Limited is regulated by the SFC. Non-Hong Kong residents are responsible for observing all applicable laws and 
regulations of their relevant jurisdictions before proceeding to access the information contained herein. The document has not been reviewed by the SFC and 
may contain information of non-SFC authorized funds. Issued by Schroder Investment Management (Hong Kong) Limited. 
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