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Weekly market watch  
 
As at Friday July 14, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  26389.23 1408.38 19.97% 22.39% 
India  BSE 30 32020.75 660.12 20.32% 14.60% 
Japan  Nikkei  20118.86 189.77 5.26% 22.78% 
Singapore  STI  3287.43 58.42 13.43% 13.09% 
South Korea  KOSPI  2414.63 34.76 19.16% 20.20% 
Taiwan  WSE 10443.91 146.66 12.86% 17.79% 
Shanghai     COMPOSITE 3222.42 4.46 (0.81%) 5.51% 
Europe 
France  CAC  5235.31 90.15 7.65% 19.38% 
Germany  DAX  12631.72 243.04 10.02% 25.46% 
Italy  FTSE MIB  21492.29 477.19 11.74% 27.95% 
Russia  RTSI  1043.90 48.66 (9.20%) 7.26% 
UK FTSE 100  7378.39 27.47 3.30% 10.88% 
Americas 
Brazil  IBOV  65436.18 3113.78 8.65% 17.94% 
Mexico  IPC  51162.23 1103.21 12.09% 10.03% 
Nasdaq  CCMP  6312.47 159.39 17.26% 25.40% 
US  S&P 500  2459.27 34.09 9.85% 13.66% 
US   DOW  21637.74 223.40 9.49% 16.92% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3100 1.3050 0.9270 0.7940 
10 Year OAT 0.8620 0.9400 0.5830 0.1860 
10 Year Bund  0.5970 0.5730 0.2260 -0.0400 
10 Year Japan  0.0750 0.0820 0.0620 -0.2620 
10 Year Treasuries  2.3310 2.3860 2.1260 1.5360 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.25 3.75 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 notched fresh records last week as traders digested disappointing domestic inflation and retail sales data 
that suggested the Federal Reserve will think twice before initiating another interest rate rise this year, particularly given 
comments from chair Janet Yellen indicating that the U.S. will likely struggle to achieve the 3% growth target conjured by 
President Trump, and that inflation is the primary gauge of central bank policy. Analysts said the data may also prompt 
the Fed to delay unwinding its $4.5 trillion balance sheet beyond September. Major banks on Friday reported earnings 
that beat expectations. The Dow Jones Industrial Average added 1.04% over the week to close at 21,637.74, the 
Standard & Poor’s 500 rose 1.41% to settle at 2,459.2, while the Nasdaq increased 2.59% to end at 6,312.47. 

– Vanguard prepared to bid farewell to its chief executive Thursday, after William McNabb said he would step down at the 
end of the year and make way for company veteran and chief investment officer Tim Buckley. In his nine years in charge, 
McNabb has presided over Vanguard growing its assets under management to $4.4 trillion from $1.3 trillion, second only 
to BlackRock’s $5.4 trillion. Vanguard is the world’s foremost provider of low-cost funds and a specialist in passive 
management, and Buckley is expected to take the reins as the company looks to expand globally – U.S. investors 
account for 91% of the company’s assets.     

– PepsiCo said Wednesday that net revenue in the three months to June 17 rose 2% on year to $15.7 billion, edging 
ahead of expectations for $15.57 billion, as net income reached $2.1 billion, also better than expectations. The bump is 
attributable to a shift in strategy. Responding to flat sales of sugary drinks, Pepsi has upped the price of “guilt-free” 
healthier snacks, focusing on premium products like “overnight oats.” Pepsi said such items now account for 45% of its 
sales, and reflects its diversion of $5 billion of cost savings into the development of healthier food. 

– Pimco sued Wells Fargo on Wednesday over a move to withhold cash owed to investors in residential mortgage-backed 
securities. Last month the bank declined to return $90 million, or one-fifth of the money owed to investors in deals that 
took place in 2004-05, citing the need to cover its legal expenses as reasoning. The decision prompted Fitch to warn that 
it could downgrade about 100 other similar transactions that have yet to be resolved following the financial crisis. Pimco 
joins other big investors, including BlackRock, who are suing trustees over more than 2,000 such bonds. 

– Morgan Stanley downgraded the stock of Snap on Tuesday, admitting in a note that it had been wrong about the 
company’s ability to grow its advertising revenue when it underwrote its $3.4 billion public offering just five months ago. 
Shares were down by as much as 8% after the issuance of the note, taking shares of the Snapchat owner below their 
$17 offering price. The author of the Morgan Stanley note, Brian Nowak, said Snap had failed to innovate its ad product 
portfolio rapidly enough to compete with Instagram, which had copied Snap’s “Stories” feature. 

– Elliott Management put Berkshire Hathaway Energy on guard Monday, challenging the Warren Buffett-controlled 
company’s $18 billion bid for the parent company of Texas energy utility Oncor. Elliott is the largest creditor of Oncor’s 
bankrupt parent company, Energy Future Holdings (EFH), and its opposition means Buffett will have to match the terms 
or walk away from the deal. Elliott said that it would launch an $18.5 billion counter bid that delivers the necessary value, 
proposing a debt-to-equity conversion and a fresh can injection into EFH from a third party. 

UK 

– London stocks tracked Wall Street higher, taking their lead from Fed chair Yellen’s dovish comments and finding further 
support from solid corporate earnings and deal-making activity. The FTSE 100 was up 0.37% for the week at 7,378.39. 

– The Financial Conduct Authority unveiled Thursday that it intends to bend the rules for new stock listings in order to court 
a potential $2 trillion floatation from Saudi Aramco. The regulator said that it planned to create a new premium class of 
rules that would distinguish companies owned by governments, like the Saudi oil major, from those owned by oligarchs 
or other private groups. The reform of the UK’s equity and debt markets, including the creation of such new incentives for 
the world’s largest companies, is viewed as pre-emptory action to keep Britain an attractive destination for big business 
in the wake of Brexit. The New York Times labeled the move unwise – arguing that the new premium classification’s 
stipulation that sovereigns can interact with the companies they control without shareholder approval leaves potential UK 
investors open to unprecedented risks.    

– Shell reached a deal Wednesday to sell its stake in Ireland’s Corrib gas field to a unit of Canada Pension Plan 
Investment Board for $1.23 billion in a move that supports its drive to reduce debt obligations accrued through its  
GBP35 billion purchase of BG Group last year. The sale brings Shell’s total disposals since 2016 to about $23 billion, 
part of a plan to raise $30 billion by 2018 as it seeks to ward off pressure from persistently weak oil prices and heavy 
dividend commitments. Canada’s Vermilion will take over control of the oil field, along with a further 1.5% stake in the 
asset, as part of the deal, with Statoil retaining its 36.5% holding. 

– Royal Bank of Scotland took another significant step toward restoring itself to health Wednesday by striking a  
GBP4.2 billion deal, reduced to GBP3.65 billion due to prior payments, with U.S. authorities over mis-selling toxic 
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mortgage-backed securities during the financial crisis. RBS and the Federal Housing Finance Agency reached a 
settlement that bank boss Ross McEwan said helped resolve one of its largest remaining legacy problems, though a 
penalty of up to $12 billion from the U.S. Department of Justice remains outstanding. The FHFA penalty is related to 
RBS’s underwriting of GBP25 billion worth of residential mortgage-backed securities in the United States. 

– Cyber-security company Darktrace raised $75 million in fundraising led by Insight Venture Partners on Tuesday, securing 
a valuation of $825 million for its artificial intelligence-based threat response systems. The fundraising gives the 
company, which was founded by mathematics students from Cambridge University, a leading position among UK 
startups working in the field, and follows a year in which it raised the value of its contracts by 140% to $200 million. The 
company said it was experiencing rapid growth in the United States, Latin America and the Asia-Pacific region, as 
companies explore responses to increased cyber threats following the impact of the WannaCry and Petya attacks. 

– Former Carillion boss Richard Howson stepped down Monday after the outsourcing group issued a profit warning and 
strategic review that prompted a 39% drop in its share price. Carillion said first-half operating profits would be lower than 
expected due to difficult market conditions, tracking rivals Mitie and Capita, which have also suffered from dwindling 
contracts in the wake of the UK’s vote to leave the European Union. Carillion Chairman Philip Green said the company 
would miss its debt-reduction target and would therefore take measures to slash debt, as late payments and a failure to 
replace contracts had led to reduced working capital. 

Europe (ex. UK) 

– European stocks had their best week in two months last week, rallying on the back of the Yellen comments and lifted 
higher by a rally in oil stocks and luxury brands. The Eurofirst 300 added 1.74% over the week to end at 1,520.41. 

– EasyJet said Friday that it plans to set up a new airline based in Vienna as a Brexit workaround, allowing the company to 
continue to operate European flights even if the UK and European Union fail to agree to a deal that keeps the single 
aviation market intact. The move will give EasyJet businesses registered in the UK, Austria and Switzerland, facilitating 
intra-European and EU-UK routes, though the airline will still contravene EU ownership rules after Brexit as more than 
half its shareholders will be non-European. Analysts said airlines have bylaws in place that can force non-EU 
shareholders to part with their shares and that EasyJet may leverage the facility once Brexit comes into full effect.  

– Google won a rare European legal victory Wednesday after judges in Paris ruled against accusations that the company 
had dodged French tax laws, and hence would not have to pay back taxes of EUR1.12 billion. A tribunal ruled that 
Google’s Irish unit, through which it routes sales from France, was not subject to corporate and value-added tax in 
France between 2005-2010, the period in question. The decision is a setback for the French tax administration, which 
had its sights set on exceeding the GBP130 million tax settlement that the UK secured from Google in February last 
year. 

– Bertelsmann secured dominance of global book publishing on Tuesday via the purchase of a 22% stake in Penguin 
Random House from Pearson for just over $1 billion. The purchase saw the German media conglomerate increase its 
stake in PRH to 75%, with Pearson retaining 25%. For Pearson, the sale represents the continued switch away from 
publishing toward digital education that has already seen the sale of Financial Times and the Economist Group, though 
the retention of the 25% stake was described as a “good deal all around.” Bertelsmann now has improved governance 
rights at PRH, including the ability to appoint its chairman, while Pearson said once the deal is completed PRH would 
undergo a recapitalization and pay dividends worth GBP300 million back to shareholders. Pearson stock slumped 
sharply on news of the deal, reflecting investor unease at the sale of a stake that represents $60 million of attributable 
earnings and a jewel in the global publishing crown. 

– Audi launched the world’s most advanced self-driving car on Tuesday, courting controversy over the introduction of a 
system that allows the driver to kick back and watch TV while the car safely handles itself at speeds of up to 60km per 
hour. The A8 saloon represents the incremental autonomy approach to the technology favored by Audi and rivals Nissan 
and Mercedes, and contrasts with systems under design by Ford and Jaguar Land Rover that aim for the car to handle 
itself in all situations. The car, which will hand control back to the driver in the event of an emergency, relies on 
forthcoming changes to the law that will allow drivers to take their hands off the wheel while driving. 

Japan 

– Tokyo stocks advanced last week, again taking their lead from the advances on Wall Street, although trade was more 
cautious ahead of a three-day weekend in Japan and a closely watched quarterly gross domestic product print from 
China due on Monday. Automakers provided drive as the yen stayed soft. The Nikkei 225 Index put on 0.95% over the 
week to end at 20,118.86. 

– Toshiba reconvened negotiations with Western Digital, Foxconn and other suitors interested in obtaining its memory chip 
business Wednesday, picking up the pieces in the wake of cracks appearing in the cohesiveness of the preferred bidders 
– a consortium led by Innovation Network Corporation of Japan and Bain Capital. Returning to the table with Western 
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Digital is indicative of Toshiba’s desperation to get its hands on the $18 billion it hopes the deal will raise in order to clear 
its $5.3 billion shareholder equity deficit before the end of this financial year, and hence avoid delisting in Tokyo. The 
talks include the possibility of INCJ pairing up with the U.S. chipmaker to conclude a deal. 

– Japan Tobacco confirmed Wednesday that it was discussing an $890 million acquisition of Mighty Corporation, a 
Philippines cigarette maker accused of evading millions of dollars in taxes. Mighty has offered to pay the Philippines 
government PHP25 billion of the nearly PHP40 billion it has been charged with avoiding, and intends to fund the 
settlement via the sale of assets to JT International Philippines, Japan Tobacco’s local unit, according to a Philippines 
Department of Finance statement. Japan Tobacco is the world’s third-largest tobacco company and is known to be 
seeking further merger and acquisition opportunities, including of the UK’s Imperial Brands. 

– Container shipping lines Nippon Yusen KK, Mitsui OSK Lines and Kawasaki Kisen Kaisha formally launched Ocean 
Network Express (ONE) on Monday, stating that ONE will have initial capital of $200 million and will begin operations out 
of its Singapore headquarters in April with 240 ships. The company’s capacity is equal to about 7% of the global market, 
less than half the size of dominant players AP Moller-Maersk and Mediterranean Shipping Company of Switzerland, and 
also substantially smaller than the newly enlarged Cosco Shipping, which on July 9 said it would purchase Hong Kong’s 
Orient Overseas (International) Ltd. for $6.3 billion to create the third-largest player in the industry. ONE’s holding 
company will be based in Japan, most staff are likely to retain their jobs, and leadership will be undertaken by Jeremy 
Nixon, Nippon Yusen’s head of global container shipping and a former Maersk employee. The activity demonstrates the 
necessity of scale amid persistent overcapacity that saw South Korea’s Hanjin Shipping go bankrupt earlier this year. 

Asia-Pacific (ex. Japan) 

– Mainland Chinese stocks enjoyed a fourth consecutive weekly gain, with blue chips pushing the benchmark index higher 
as investors zeroed in on safe havens and dumped start-up issues amid a tightening regulatory environment. The 
Shanghai Composite Index climbed 0.14% over the week to reach 3,222.31. 

– Hong Kong stocks soared last week, rising to a two-year high as China posted better-than-expected June trade data 
showing exports up 11.3% and improved risk appetite in the wake of the dovish monetary policy sentiment in the United 
States. The Hang Seng Index gained 4.14% over the week to close at 26,389.23. 

– Taiwan stocks advanced last week, boosted as appetite for tech issues rebounded following a retreat two weeks ago. 
The Taiex index was up 1.42% for the week at 10,443.91.  

– Seoul stocks rose to record highs last week, taking their lead from Wall Street and the global risk-on sentiment, as the 
Bank of Korea decided to keep interest rates on hold at record lows for a 13th straight month. South Korea's Kospi 
increased 1.46% over the week to finish at 2,414.63. 

– Singapore stocks enjoyed highs not seen in two years last week, rallying on the back of data showing the city state 
narrowly avoided recession by growing 0.4% on quarter in the second three months, and as energy issues attracted 
buyers. The Straits Times Index advanced 1.81% over the week to close at 3,287.43. 

Emerging Markets 

– Brazil stocks rose last week amid rapacious appetite for emerging market stocks, catalyzed by a labor bill passed a 
Senate vote by a wider margin than expected – indicating support for embattled president Michel Temer’s reform plan 
among lawmakers. The Bovispa added 5% over the week to close at 65,436.18. 

– Mexico stocks moved higher last week, as investors signaled approval of comments from U.S. Treasury Secretary Steve 
Mnuchin that the Trump administration was focusing on the renegotiation of NAFTA amid expectations for a favorable 
result. The IPC put on 2.2% over the week to settle at 51,162.23.  

– India stocks powered higher last week, enjoying appetite for automakers and software shares ahead of expectations for 
strong quarterly earnings results. The BSE 30 gained 2.1% over the week to end at 32,020.75. 

– Russian stocks rose last week, shrugging off the continued controversy surrounding dodgy campaign dealings with U.S. 
President Trump’s immediate family to focus on an improved outlook for crude oil prices. The RSTI climbed 4.89% over 
the week to finish at 1,043.90. 

Alternative Assets 

– Crude oil prices rose last week, touching their highest level in nearly two weeks on the back of reports of supply 
problems in Nigeria and an improved forecast for demand. Royal Dutch Shell said Thursday that one of its Nigerian 
pipelines had shut down for unspecified reasons, drawing speculation of sabotage by militants. Elsewhere, the 
International Energy Agency raised its second-quarter demand estimate, and said it expects global supply to fall by 
70,000 barrels a day. Benchmark U.S. crude rose 5.2% over the week to settle at $46.54 per barrel on the New York 
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Mercantile Exchange. Brent crude, used to price international oils, gained 49 cents and was up 4.7% for the week at 
$48.91 per barrel in London. 

– Gold prices reached their highest mark of the month last week, achieving their first increase since June as U.S. inflation 
and retail sales both missed expectations, triggering a rethink among traders on the likely timing of Federal Reserve 
interest rate rises. Gold for August delivery rose 1.5% over the week to settle at $1,227.50 per troy ounce. 

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell to 2.331% last week, down from 2.386% at the previous week’s finish, as 
weak U.S. inflation and retail sales data cast doubt on the Federal Reserve’s plans to hike interest rates again this year. 

– U.S. inflation hopes were dashed Friday, when tepid June CPI data showed scant sign of rising prices. Add to the 
mix a disappointing retail sales release, showing a fall of 0.2% in June versus an expected gain of 0.2%, and it was 
not a stretch for some to wonder about the prospects of a third Fed rate hike for 2017. Headline CPI was flat in 
June, with core up 0.1%, versus MNI medians of flat for headline and 0.2% for core. For the full 12 months, the 
consumer inflation rate was up 1.6%, with the core rate up the same amount, still far from the Federal Reserve's 
2.0% target. 

– House Speaker Paul Ryan said Thursday that he is open to wide-ranging budget talks this summer and autumn to deal 
with spending and the debt limit. At a briefing, Ryan said the House is making steady progress on the 12 annual 
spending bills for the 2018 fiscal year, even though there is no overall budget in place or even an agreement on the level 
of discretionary spending for FY 2018. "We'll find a solution," Ryan said. Ryan praised House Budget Chair Diane Black 
for making progress on a House GOP budget. Black is expected to unveil a budget that claims to balance the federal 
budget within a decade and is likely to assume robust economic growth and to call for hundreds of billions of dollars in 
unspecified savings. Black's plan is likely to set full-year 2018 discretionary spending at $621 billion for defense 
programs and $511 billion for domestic programs. 

– Fed Chair Janet Yellen's comments the past week, expressing uncertainty about when inflation might kick in more 
meaningfully, made the Friday release of June CPI data a key driver for financial markets. In comments as part of 
testimony before the House Financial Services Committee on Wednesday, Yellen noted uncertainty "about when – and 
how much – inflation will respond to tightening resource utilization.” She pointed out that inflation recently had been held 
down by "a few unusual reductions in certain categories of prices," which were identified in the policy report as cellphone 
service costs and prescription drugs. In a Q&A Thursday with the Senate Banking Committee, Yellen was asked again 
about the topic and stressed that the Fed is "watching inflation very carefully in light of low readings.” "I think it's 
premature to conclude that the underlying inflation trend is falling well short of 2%. I haven't reached such a conclusion," 
she said. "On the one hand, we are seeing low inflation numbers for several months," she said. "On the other hand, we 
have quite a tight labor market and it continues to strengthen and experience suggests that ultimately, although with a 
lag, we're not seeing very substantial upward pressure on wages but we may begin to see pressures on wages and 
prices as slack in the economy diminishes," Yellen added. 

– Business inflation ended up on the barely positive side in June as food prices – boosted in part by pre-July 4 demand for 
meats – counterbalanced a drop in gas prices. In another report, initial jobless benefit claims fell 3,000 to 247,000, the 
Labor Department reported Thursday. The Producer Price Index report from the Bureau of Labor Statistics, up 0.1% in 
June, reflected some one-time factors on the plus side that overcame the dip in energy prices, including pre-holiday 
demand for meats, a category up 5.5%. "There was a higher demand for a variety of meats prior to the July 4 holiday," 
BLS senior analyst Scott Sager told Market News International during the data "lockup" prior to publication. 

– Federal Reserve Chair Janet Yellen covered little new ground Wednesday in testimony prepared for the House 
Financial Services Committee, sticking to messages from the policymaking Federal Open Market Committee over 
the past few weeks, including the June meeting, about future rate hikes and planned balance sheet reductions. On 
increases to the fed funds rate, which Yellen described as the FOMC's "primary means" for adjusting monetary 
policy, she pointed out that "because the neutral rate is currently quite low by historical standards, the federal funds 
rate would not have to rise all that much further to get to a neutral policy stance.” But, Yellen continued, "because 
we also anticipate that the factors that are currently holding down the neutral rate will diminish somewhat over 
time, additional gradual rate hikes are likely to be appropriate over the next few years to sustain the economic 
expansion and return inflation to our 2% goals.” 
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UK 

– The yield on 10-year Gilts rose to 1.31% last week, up from 1.305% at the previous week’s close and the highest level 
since February, as traders looked ahead to inflation data next week and the possibility of an interest rate rise from the 
Bank of England.  

– Band of England Monetary Policy Committee member Ian McCafferty's call for the committee to look into early unwinding 
of quantitative easing would, if implemented, risk pushing up the cost of borrowing at a time the British government is 
already struggling to balance the books. McCafferty said in a Times interview published Thursday that, with the U.S. 
Federal Reserve looking to start unwinding its QE purchases, "it would be remiss of us not to at least think about it.” 
Meanwhile on the same day on the other side of town, the UK's Office for Budget Responsibility cited early unwinding of 
the Bank of England's asset purchases as a fiscal risk. The Monetary Policy Committee’s current approach is to hold the 
stock of gilts it bought through the Asset Purchase Facility steady until the official bank rate, currently at just 0.25%, "is 
raised to a level at which it can be cut materially,” which it puts at around 2%. 

– Britain’s public finances are in a more fragile state than before the global financial crisis hit in 2007-08, and the country 
faces a raft of medium- to long-term fiscal challenges, a report by the Office for Budget Responsibility published 
Thursday said. The electorate's "austerity fatigue" and the Brexit process only add to the challenges policymakers face, 
the report says. The OBR, which produces the fiscal arithmetic underpinning the budget process, highlighted the threat to 
the public finances of the UK continuing to suffer from low productivity growth, the likelihood of another recession coming 
along sooner or later and of another financial crisis. It noted that government policy has been to offer the electorate 
giveaways to be paid for by longer-term takeaways, but added that the latter have tended not to materialize. 
Policymakers are faced with the problem of an aging native population with increased pressures on healthcare and social 
care and the government needs to tackle these slowly building pressures, the OBR said. The deficit is running at 2% to 
3% of GDP, in line with its pre-financial crisis level, while debt-to-GDP at 85% is more than double its pre-crisis level. 

– UK service sector firms saw their domestic sales and orders balances dip in the second quarter compared with the first 
quarter, while growth of manufacturers’ domestic sales flat-lined, a survey by the British Chambers of Commerce found. 
Export sales rose a touch in both the services and manufacturing sectors, with sterling weakness supportive of export 
expansion, but the flipside was that consumer-facing service firms reported weaker domestic growth as rising inflation hit 
demand. The survey, published Thursday, pointed to subdued growth overall. In the services sector, the balance of firms 
reporting higher domestic sales in the second quarter fell to a net 19% from 22% in the first quarter and to a net 15% 
from 19% for domestic orders. The balance reporting higher export sales rose to 13% from 10%, and for export orders it 
rose to 9% from 5%. 

– UK regular earnings declined in inflation-adjusted terms in the three months to May for the third consecutive period, even 
as unemployment fell further, touching its lowest level in over four decades, Thursday data showed. Joblessness, as 
measured by the Labour Force Survey, slipped to 4.5% between March and May, in line with the MNI median forecast, 
down from 4.6% in the three months to April, the lowest level of unemployment since the three months to June of 1975. 
The outturn fell short of the 4.6% jobless rate forecast of BOE staff for the three months to May, as published in the May 
quarterly Inflation Report. But the steady fall in joblessness has failed to translate into higher earnings, with real wages 
declining in the three months to May over the same period of 2016, after dipping into negative territory earlier this year. 
Total weekly earnings increased by an annual pace of 1.8% in the three months to May, matching the MNI median 
forecast, down from a 2.1% gain in the previous three months. But with inflation rising to an annual rate of 2.9% in May, 
real wages, including bonuses, actually declined by 0.7% in the three months to May, the biggest fall since the three 
months to August of 2014. 

– Consumer spending edged higher in June, although higher food prices were a major driver of growth, further highlighting 
the prospect of reduced consumer purchasing power, a survey published Tuesday showed. The British Retail 
Consortium Retail Sales Monitor reported that June like-for-like sales, in value terms, rose 1.2% on the year, with total 
sales up 2.0%. Non-food sales in the three-months through June were up 1.2% on a total basis, which according to the 
BRC Retail Sales Monitor was the strongest three-month average since December. Food sales rose 3.6% over the three 
months to June on a like-for-like basis and increased 4.7% on a total basis. "The arrival of summer provided a welcome 
pick-up to sales growth in June, particularly to non-food categories, which saw a reversal in fortunes after a prolonged 
period of sluggish growth. Leisure pursuits and activities spurred consumer spending on summer clothing, beauty 
products and outdoor toys, which were also boosted by gift purchases over Eid," said Helen Dickinson, the chief 
executive of the British Retail Consortium. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to 0.597% last week, up from 0.573% at the previous week’s finish, driven 
by a Thursday report in The Wall Street Journal that triggered expectations for the European Central Bank to begin 
unwinding its asset buying program from September.  
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– The Bank of Italy has raised its previous growth forecasts following a brighter economic outlook, but warned that 
downside risks persist in assuring a sustained recovery. In its third quarterly Economic Bulletin of the year, the central 
bank said "Italy's GDP should increase by 1.4% this year, 1.3% next year and 1.2% in 2019," reflecting expansionary 
monetary conditions. Compared with last January's projections, growth has been revised significantly upward from 0.9% 
this year and 1.1% in both 2018 and 2019. The upward revision is due to the acceleration of economic activity since the 
start of the year, the pick-up in overseas demand, along with the energy commodity markets, the bank said. Investment 
ex-construction will grow faster than GDP thanks mainly to favorable financial conditions and tax incentives. But 
downside risks persist in Italy and Europe, warned the report, mainly due to the high level of uncertainty over economic 
policies at the global level, which could have negative repercussions on investor assessments. 

– Euro area industrial production bounced in May despite a downward revision to April, surpassing analysts' expectations, 
data released by Eurostat on Wednesday showed. The higher than expected growth in industrial production could 
provide a fillip to the euro and support the recovery of economies in the Eurozone. Industrial production rose 1.3% on the 
month in May in the euro area (EA-19) following a rise of 0.3% in April (revised down from 0.5% previously). May marked 
the highest growth since November 2016 when industrial production grew by 1.6% m/m and provides a boost to Q2 
production. In the European Union (EU-28), production rose 1.2% on the month in May from 0.1% from April (revised 
down from 0.2% previously). On an annual basis, production bounced to 4.0% in May compared with a year ago, after a 
downward revision to 1.2% in April from 1.4% previously. 

– Bank of Italy Governor Ignazio Visco said Wednesday that the country's outlook had improved but warned that to attain 
sustainable growth, reforms should be pursued. Talking at the ABI banking lobby assembly in Rome, Visco stressed that 
the ECB's monetary policy must continue to remain very accommodative even in the long run in order to meet required 
inflation targets. "In order for the recovery to continue improving, it is crucial that the global (economic) cycle improves, 
that international market volatility does not increase and that monetary and credit conditions in the euro zone remain 
highly accommodative," he said. Despite Italy's economic improvements, however, more is needed: "Reforms must be 
pursued in order to ensure a sustainable recovery that drives Italy out of its worst-ever crisis," argued Visco. 

– The European Central Bank is not "beggaring its neighbors" through an easy monetary policy and a weak euro exchange 
rate, ECB Executive Board member Benoit Coeure said Tuesday. Speaking in Frankfurt, Coeure said "monetary policy 
easing by the ECB has added to global demand and thereby stabilized the global economy, in particular after the euro 
area had been a major drag on global growth for many years.” Coeure's comments come amid heightened trade frictions 
between the United States and Europe after Trump administration officials earlier this year accused Germany of using a 
"grossly undervalued" euro to obtain an unfair trade advantage. But Coeure said that since the ECB introduced its credit-
easing package in mid-2014, net exports "have hardly contributed to GDP growth," as the Eurozone recovery has been 
driven almost entirely by domestic demand. 

Japan 

– The yield on 10-year JGBs fell to 0.075% last week, retreating from 0.082% at the prior week’s finish, amid lower 
Treasury yields and strong demand for government debt at auction.  

– The Bank of Japan on June 5 began applying negative interest rates on some deposits held by foreign central banks and 
international organizations at the central bank, a BOJ official said Wednesday. Until the end of May, the BOJ had set the 
annual interest rate on such deposits at zero percent, but decided on June 5 to set the rate based on actual short-term 
interest rates in the money market. As a result of the decision, the BOJ applied a negative interest rate on some deposits 
held by the foreign central banks and international organizations at the BOJ. The BOJ didn't disclose the names of the 
foreign central banks and international organizations affected by the decision. The latest BOJ earnings report showed 
that the BOJ held about Y13 trillion in deposits. 

– The monthly corporate goods price index (CGPI) with a 2015 base year was released by the Bank of Japan on 
Wednesday. The key index of domestic producer prices rose 2.1% on year in June, the sixth straight month of year-on-
year increases, after rising at the same pace in May. The June result was in line with the MNI survey median forecast for 
a gain of 2.1%, and remained the largest gain since 2.6% in November 2014. The increase was led by a recent pickup in 
global energy and commodity prices, although petroleum and coal prices fell on the month. Despite the recent pickup in 
producer prices, consumer inflation remains weak, as firms remain cautious about raising retail prices amid concern that 
higher prices would lower sales. However, the recent pickup in private consumption may prompt some companies to 
gradually raise prices. 

– All nine Bank of Japan branch managers reported that a virtuous cycle from income to spending is strengthening, thanks 
to resilience of private consumption and continued tightness in labor market conditions, the Bank of Japan's regional 
quarterly economic report said on Monday. Five out of nine regions upgraded their economic assessments from three 
months ago, and the remaining four left their assessments unchanged from the previous meeting in April. "Six regions 
(Hokuriku, Kanto-Koshinetsu, Tokai, Kinki, Chugoku, and Kyushu-Okinawa) reported that their economy had been 
expanding moderately, or had been turning toward a moderate expansion, and three regions (Hokkaido, Tohoku, and 
Shikoku) noted that the economy had continued to recover moderately," the BOJ said. 
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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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