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Weekly market watch  
 
As at Friday July 21, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  26706.09 316.86 21.41% 21.39% 
India  BSE 30 32028.89 8.14 20.35% 15.58% 
Japan  Nikkei  20099.75 (19.11) 5.16% 19.57% 
Singapore  STI  3314.12 26.69 14.35% 12.71% 
South Korea  KOSPI  2450.06 35.43 20.90% 21.76% 
Taiwan  WSE 10436.70 (7.21) 12.79% 15.24% 
Shanghai     COMPOSITE 3237.98 15.56 (0.33%) 6.55% 
Europe 
France  CAC  5117.66 (117.65) 5.23% 16.94% 
Germany  DAX  12240.06 (391.66) 6.61% 20.52% 
Italy  FTSE MIB  21202.16 (290.13) 10.23% 26.16% 
Russia  RTSI  1025.49 (18.41) (10.80%) 8.19% 
UK FTSE 100  7452.91 74.52 4.34% 11.24% 
Americas 
Brazil  IBOV  64684.18 (752.00) 7.40% 14.20% 
Mexico  IPC  51564.62 402.39 12.97% 8.87% 
Nasdaq  CCMP  6387.75 75.28 18.66% 25.89% 
US  S&P 500  2472.54 13.27 10.44% 14.20% 
US   DOW  21580.07 (57.67) 9.20% 16.92% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.1750 1.3100 1.0320 0.8340 
10 Year OAT 0.7520 0.8620 0.6030 0.2170 
10 Year Bund  0.5060 0.5970 0.2650 -0.0170 
10 Year Japan  0.0620 0.0750 0.0570 -0.2350 
10 Year Treasuries  2.2380 2.3333 2.1634 1.5560 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.25 3.75 3.50 
Canada  2.95 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 had a mixed week last week, with the Standard & Poor’s 500 and Nasdaq finishing at record highs while the 
Dow Jones retreated as earnings season gathered momentum, culminating in the Friday release of downbeat earnings 
from bellwether General Electric that subdued the market. The Dow dropped 0.27% over the week to close at 21,580.07, 
the S&P 500 rose 0.54% to settle at 2,472.54, while the Nasdaq put on 1.19% to finish at 6,387.75.  

– Microsoft said Thursday that adjusted fiscal fourth-quarter revenues rose 9% on year to $24.7 billion on a doubling of 
cloud computing revenue that reflects the intensity of the company’s battle with Amazon for corporate web services. 
Adjusted net income came in at $7.7 billion, 40% higher than expected and compared with $5.5 billion in the year earlier 
period – despite the drag of lossmaking LinkedIn. Investor relations head Chris Suh revealed that Microsoft’s cloud 
computing business, which comprises Azure, Office 365 and Dynamics 365, earned about $15 billion revenue in the last 
fiscal year. Shares hit a record before retreating. Earlier in the week, IBM shares slumped after the company said 
second-quarter revenue from its core strategic divisions – cloud, analytics, mobile, social and information -- rose 7% on 
year, disappointing investors after a 13% gain in the previous three months. 

– Bank of America, Citibank and Morgan Stanley have stepped away from involvement with China’s HNA Group, telling 
their investment bankers to halt working on deals involving the acquisitive Chinese conglomerate because they cannot 
be sure about its ownership structure or debt levels. The New York Times reported Wednesday that BoA had instructed 
its bankers to halt working on transactions, including the planned Singapore IPO of HNA Commercial REIT. The moves 
come amid increasing pressure from Chinese domestic regulators on local banks’ exposure to HNA, as well as its 
overseas dealmaking. 

– P&G on Monday politely rebuffed the launch of a proxy campaign by Nelson Peltz to entrust the corporate raider and 
boss of Trian Fund Management with a place on its board. P&G said Peltz’s entreaty did not offer any ideas that might 
improve its current strategy, which entails a $10-billion cost cutting program that it is confident will deliver value. Peltz 
said giving him a place on the board would help bring about necessary cultural and structural change. Analysts reacted 
with scepticism to the approach, largely agreeing with P&G’s appraisal, though the stage is now set for a public battle 
ahead of P&G next annual meeting later this year. 

– Netflix reported Monday that it now has more users living outside the U.S. than in its domestic market, sending shares up 
11%. Netflix’s audience reached 104 million in the second quarter, up from 83 million a year ago, with revenue up 32% 
on year to $2.79 billion, and net income at $66 million, up 60%. Co-founder and CEO Reed Hastings said he expects 
Netflix will escape the kind of legal and regulatory pressure that Facebook and Google have uncounted in Europe as the 
streaming video service continues to expand in the region, citing Netflix’s commitment to investing in local produced 
content. However, The Information noted that Netflix also said it expects to burn up to $2.5 billion in cash in 2017, and 
doesn’t expect to generate any actual returns for “many years” – indicating the service may struggle to prove its business 
model in an environment of rising borrowing costs. 

– BlackRock said Monday that second-quarter earnings rose 9%, with net investor money inflow reaching $94 billion in the 
period, primarily in additions to the company's iShares-brand of exchange traded funds. BlackRock now oversees $5.7 
trillion in assets, some $1.5 trillion of which are in ETFs, and the strong performance of the iShares division is justification 
for boss Laurence D. Fink’s March decision to repurpose a number of weak-performing mutual funds. Fink said clients  
were now seeking outcomes over products, and cautioned against over-confidence in equities amid high price-to-
earnings ratios, and uncertainty over the Trump administration’s ability to push through reform and infrastructure 
programs. 

– Blue Apron shares tumbled to new lows Monday after The Sunday Times reported that Amazon had registered a 
trademark for a rival meal-kit delivery service. Blue Apron shares dropped more than 11% on the news that Amazon had 
applied with the U.S. Patent and Trademark Office to market prepared food kits composed of various foodstuffs that 
arrive ready for cooking. Investors’ trades also reflected concern over the firepower Amazon’s planned $13.7-billion 
acquisition of Whole Foods Market might give the company in the market. Shares remained under pressure through the 
week. 

UK 

– London stocks moved higher last week, taking their lead from encouraging earnings results and dealmaking activity, 
even as a stronger pound offset gains for miners from improving commodities prices. The FTSE 100 added 1.01% over 
the week to end at 7,452.91. 

– A private equity consortium of CVC Capital Partners and Blackstone launched a GBP3 billion takeover approach for 
Paysafe Friday, proposing 509 pence per share in cash for the UK-listed online payments provider, equivalent to 14 
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times EBITA earnings, or a 13% premium on the stock’s al-time high valuation. Top shareholder Old Mutual Global 
Investors recommended the bid to Paysafe’s board, but the company said it could not rule out rival offers. The move 
came at the end of a week in which Permira purchased a 10% stake in Swedish online payment company Klarna, and 
Ingenico Group paid EUR1.5 billion for Sweden’s Bambora. with all of the deals indicative of a growing consensus that 
such companies are set to reap the rewards of an increasingly cashless society.  

– The head of Vodafone hit back at claims by Reliance Jio suggesting that the British multinational and other telecoms 
rivals in India had netted more than $15 billion as a result of inflated prices and weak regulation. Reliance Jio said 
Vodafone and other competitors, including Idea Cellular, had unfairly benefitted from the government’s failure to follow 
through on a promise to cut termination rates in 2011. Vodafone boss Vittorio Colao said that the $15 billion figure was a 
“fiction” that failed to account for the remuneration due to established telecoms companies for rolling out coverage to 
rural areas. Jio’s aggressive price cutting upon its market entrance has caused turmoil and prompted Vodafone to merge 
with Idea in a bid to stem falling profits, though revenue from its Indian operations continued to drop in the second 
quarter, falling 13.9%. Overall, Vodafone said first-quarter service revenue rose 2.2% on year to GBP11.5 billion amid 
growth across all its country markets aside from the UK and India.  

– Reckitt Benckiser said Wednesday that it had agreed to sell its food business to McCormick & Company for $4.2 billion in 
a deal that saw the U.S. condiments giant beat out rival domestic bidders including Pinnacle Foods. The deal passes 
ownership of several household name brands, notably French’s Mustard, Frank’s RedHot sauce, and the Cattlemen 
range of sauces, and will allow Reckitt to pay down debt and focus on turning around its newly acquired infant formula 
maker, Mead Johnson. Analysts said RB had secured something of a coup in the final sale price, which likely rose to 7.4 
time its 2016 sales as a result of competitive bidding. 

– Citigroup on Wednesday let it be known that it will open a second European trading hub in Frankfurt, pushing the 
floodgates further ajar in what politicians in Westminster fear may become a torrent of jobs leaving London because of 
Brexit. The move expands Citi’s existing presence in the German city, and involves only a handful of job transfers, but is 
indicative of the uncertainty over whether the UK will be able to negotiate the retention of the “passporting" provision 
under which banks can operate across the European Union via a single license held in a member country. On Thursday, 
Deutsche Bank added its weight to those creaking gates, publishing a video of chief executive John Cryan announcing 
that the bank will book the vast majority of its assets in Frankfurt. 

– EasyJet boss Carolyn McCall said Monday that she will step down at the end of the year to take up a new post as chief 
executive of ITV, the largest commercial broadcaster in the UK. ITV said Monday that it would pay McCall back for 
forfeiture of her existing remuneration package at easyJet, estimated to be worth no more than GBP2.5 million. Dame 
Carolyn will take over an ITV suffering from falling advertising revenues, predicted to be down 8-9% in the first half of this 
year, amid uncertainty around Brexit and competition from streaming content providers. The company also faces a 
number of other burning questions, including how to manage its transition to digital, whether to continue investing in 
producing its own content, and by extension acquiring smaller studios, as well as whether will become a takeover target 
for U.S. media companies seeking to take advantage of sterling weakness. 

Europe (ex. UK) 

– European stocks lost ground last week, weighed by a stronger euro on the back of European Central Bank President 
Mario Draghi’s comments that tapering will be discussed in the autumn, and uninspiring corporate earnings that triggered 
the German DAX to experience its worst trading day of the year Friday. The Eurofirst 300 lost 1.84% over the week to 
close at 1,492.38. 

– Ton Büchner, CEO of Akzo Nobel, resigned Wednesday, citing ill health just weeks after successfully fending off a 
EUR27 billion takeover approach from U.S. rival PPG Industries. In Büchner, Akzo Nobel loses the man responsible for 
streamlining operations over his five years in charge, notably presiding over the decision to divest its speciality chemicals 
group and focus on its core paint and coatings business to appease activist pressure from Elliott Advisors and to resist 
the PPG approach. Thierry Vanlancker, formerly head of said specialty chemicals operations, will take over with 
immediate effect. 

– Chinese company Suning’s 2016 payment of EUR270 million for a 70% stake in the Inter Milan football club came under 
scrutiny Tuesday, after a researcher at the Chinese Academy of Social Sciences suggested the appliance and 
electronics retailer had bought the stake to launder money. Pointing out that the Italian club had been losing cash for five 
years and thus represented a poor investment, Yin Zongli’s suggestion of foul play sent Suning shares tumbling. Chines 
regulators are adopting an increasingly tough stance on capital outflows, and on Monday ordered state banks to suspend 
funding for Wanda Group, one of China’s most active companies when it comes to overseas acquisitions. 

– BNP Paribas was slapped with a new fine for its involvement in foreign exchange fixing Monday, as the Federal Reserve 
combined with New York state bank regulators to bring the French bank’s total bill for related misdemeanors to almost 
$600 million. The Fed said BNP traders conspired over chat messaging clients to coordinate trades with peers at other 
banks, in the process disclosing confidential client information and their own positions. The central bank fined BNP $246 
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million for its failure to spot and prevent the collusion, an amount the lender will comfortably cover with the EUR1.6 billion 
in legal provisions it set aside last year. 

– UniCredit on Monday closed out a deal, initially tabled in December to sell EUR17.7-billion of bad loans to Pimco and 
Fortress. The deal further shored up confidence in Italy and Europe’s banking sector following European Union approval 
for Rome to rescue Banca Monte dei Paschi di Siena and split two failing Venetian banks into good and bad assets, 
before subsidizing Intesa Sanpaolo to take control of their good halves. The UniCredit loans were sold at an average 
price of 20 cents, and the transaction follows the lender successfully completing capital raising of EUR13 billion in 
February, as well as confirmation of its intention to issue asset-backed securities next month. The moves leave plans by 
other mid-sized Italian banks to raise capital to cover the sale of their own NPLs in the balance. Italy’s banking sector 
retains about EUR200 billion in gross nonperforming loans, and EUR80 billion net debt. 

Japan 

– Tokyo stocks turned lower last week, weighed by renewed concerns over U.S. President Donald Trump’s ability to push 
through economic stimulus measures that would boost demand for Japanese exports. Growing uncertainty surrounding 
the investigation into ties between the Trump campaign team and Russia during the presidential election helped the yen 
strengthen against the dollar, pressuring exporters further. The Nikkei 225 Index was off 0.09% for the week at 
20,099.75. 

– SoftBank announced the first deals of its $93 billion Vision Fund Wednesday, pledging almost half a billion dollars’ 
investment across three U.S. companies operating in robotics, farming and autonomous vehicles. SoftBank said it would 
directly lead a $159 million fundraising in Nauto, a Silicon Valley-based startup that makes devices that prevent 
distracted driving, and which are aimed at fleet managers seeking to remotely monitor drivers and improve their safety. 
The Vision Fund, a combination of equity and debt backers that includes the state investment fund of Saudi Arabia, 
Apple, Foxconn and Sharp, amongst others, will invest $200 million in Plenty, a company aspiring to use internet-of-
things and big data technology to create hyper-yield indoor farms that consumer 99% less water than average to produce 
organic food. Brain, a company aiming to set the standard in operating systems for autonomous machines used in 
warehouses, will receive $114 million from the fund. 

– Toshiba shares rose sharply Tuesday, as trade resumed following Monday’s national holiday and priced in events late 
Friday that included a statement by U.S. hedge fund Greenlight Capital that it had pledged to buy a stake in the 
Japanese company, and said it expected Toshiba’s share price to rise to as much as Y400 per share, up from the current 
level of about Y250, following the resolution of its issues related to the offloading of its memory chip business. Investors 
also reacted positively to the failure of Western Digital to obtain an immediate injunction on Toshiba’s attempts to sell the 
Nand unit. The U.S. judge presiding postponed the injunction decision and suggested Toshiba should give its joint 
venture partner two-week’s notice before closing its proposed $18-billion sale of the memory business. 

– SoftBank and WeWork, the New York-based co-working office space rental company, unveiled a new Japan-based joint 
venture Tuesday, a 50-50 enterprise backed by hundreds of millions of dollars from both parties, and led by WeWork’s 
former head of global operations, Chris Hill. The JV announcement comes a week after WeWork received a fresh 
injection of $760 million of new fundraising, giving it a valuation of about $20 billion. For SoftBank, the deal is in line with 
its much-vaunted Vision Fund, a $93-billion initiative seeking to invest in global tech companies. The Japanese company 
invested $300 million in WeWork this year, and had been slated to commit as much as $3 billion, though it is unclear 
what impact the new JV might have on those plans. 

Asia-Pacific (ex. Japan) 

– Mainland Chinese stocks advanced last week, lifted by expectations for a robust first-half earnings season, as well as 
ongoing state sector restructuring which is viewed as positive long-term for key industries such as mining and metals. 
The Shanghai Composite Index rose 0.48% over the week to settle at 3,237.98. 

– Hong Kong stocks also moved higher, buoyed by the positive sentiment surrounding the outlook for China’s economy 
and abundant foreign inflows, as real estate issues provided support on the back of an announcement that Wanda Group 
had changed its asset disposal plan to the benefit of Guangzhou R&F and Sunac China. The Hang Seng Index put on 
1.2% over the week to reach 26,706.09.  

– Taiwan stocks inched lower last week, weighed by caution surrounding the outlook for the heavyweight electronics sector 
amid ongoing U.S. corporate earnings releases. The Taiex dropped 0.07% over the week to end at 10,436.70. 

– South Korea stocks hit an all-time closing high Friday, lifted by aggressive foreign buying and encouraging trade data 
from Japan. The Kospi advanced 1.47% over the week to end at 2,450.06. 

– Singapore stocks also advanced last week, with robust earnings from the likes of Keppel Corp. providing a catalyst for 
buyers. The Straits Times Index was up 0.81% for the week at 3,314.12. 
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Emerging Markets 

– Brazilian stocks declined last week as falling prices of crude oil and an increase in fuel taxes weighed on index 
heavyweight Petroleo Brasileiro SA. The Bovispa was off 1.15% for the week at 64,684.18. 

– Mexico stocks rose last week, driven higher by optimism surrounding Monday’s release of U.S. NAFTA renegotiation 
objectives that suggest a re-draft that poses limited risks to its southerly trading neighbor. The IPC added 0.79% over the 
week to finish at 51,564.62. 

– Indian stocks came in flat last week, with investors forced to adopt a cautious approach amid a slew of disappointing 
corporate earnings, and tobacco companies sank after the government determined that it would counter an unexpected 
windfall for the industry as a result of the Goods and Services Tax by raising taxes on cigarettes to safeguard public 
health. The BSE 30 inched up 0.03% for the week to settle at 32,028.89.  

– Russian stocks fell last week, coming under increasing pressure amid falling energy prices and the ongoing U.S. 
government probe into the country’s dealings with President Trump’s campaign team. The RSTI fell 1.76% over the week 
to close at 1,025.49. 

Alternative Assets 

– Crude oil prices fell last week, ending at their lowest level in about a week Friday after Petro-Logistics said it expects 
output among the Organization of the Petroleum Exporting Countries to rise by 145,000 barrels a day this month to more 
than 33 million barrels. Benchmark U.S. crude lost 1.7% over the week to close at $45.77 a barrel in New York. Brent 
crude, the standard for international oil prices, shed 1.7% over the week to end at $48.06 a barrel in London. 

– Gold futures achieved their highest finish in almost a month last week, as investors jumped on U.S. dollar weakness 
triggered by the increasing strain apparent within the White House. President Trump’s press secretary Sean Spicer quit 
Friday amid divisions over Trump’s choice of communications director. August gold added 2.2% over the week to finish 
at $1,254.90 per troy ounce.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell to 2.238% last week, down from 2.333% at the previous week’s finish for 
the largest weekly fall in almost three months, keeping step with falling European government debt yields as traders bet 
that a firmer euro might cause the ECB to reconsider the timing of unwinding its quantitative easing program as a result 
of pressure on the region’s exporters.  

– Initial claims for U.S. state unemployment benefits fell by 15,000 to 233,000 in the July 15 employment survey week, 
following a small upward revision to the claims level in the previous week, data released by the Labor Department 
Thursday showed. The current week's claims level saw a 9,000 drop from the 242,000 level in the July 17 employment 
survey week, a positive for July payrolls. Claims data have decreased this week, reverting back to recent lows seen in 
May. The claims data remains well below their year ago level, indicating that the pace of layoffs remains low. 

– Fear of a crash in bond markets was the top "tail risk" for global investors in July, according to Bank of America Merrill 
Lynch's monthly fund manager survey, released Wednesday. Bond jitters jumped to the No. 1 slot for the first time since 
last November, when rising yields were also of great concern. A net 28% of fund managers polled in July feared rising 
world yields, versus a net 27% who voiced concern about a Fed/ECB policy mistake and a net 15% who fretted "Chinese 
credit tightening.” This compared to last month, when a net 31% feared "Chinese credit tightening," a net 18% feared a 
"crash in global bond markets" and a net 14% feared a delay in U.S. corporate tax reforms. "Long Nasdaq" remained the 
"most crowded trade" for the third straight month. 

– Senior U.S. and Chinese officials could not agree on steps to reduce the large bilateral trade imbalance at their 
Comprehensive Economic Dialogue (CED) meeting in Washington Wednesday, a Trump administration official told the 
Reuters News Agency Wednesday evening. Disagreements covered most areas discussed in the talks, including trade in 
specific goods, investment and market access, Reuters reported, citing the unidentified U.S. official. The high-level trade 
talks ended Wednesday with only very limited official comment. There was no communique from the meeting and both 
sides cancelled previously scheduled press conferences, with no explanation. 

– The pace of housing starts rose by 8.3% to a 1.215 million seasonally adjusted annual rate in June, well above 
expectations for a rebound to a 1.150 million pace, data reported by the Commerce Department Wednesday morning 
showed. There were upward revisions to the pace of starts in May to 1.122 million, meanwhile there were downward 
revisions to April, causing it to fall to a rate of 1.154 million starts. Housing starts of single-family homes rose by 6.3% in 
June after a 2.9% drop in the previous month. Starts of multi-family homes rose 13.3%, based on an MNI calculation. 
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– Sales, profit margins, hiring and capital spending are predominantly growing across the board, an indication of a rebound 
in business conditions for firms, a report out Monday showed. Half of those surveyed by the National Association for 
Business Economics report sales gained at their firms, up 45% from April. Not only did the respondents record sales 
rising, but the percentage of respondents reporting decreases in sales fell to 17% from 20%. The NABE Business 
Conditions Survey indicates that firms are optimistic regarding sales in the coming three months as the NRI bounced 
back to 47 in July, up from 44 in April. The NRI is a diffusion index that is calculated by taking the difference between the 
percent of firms that see the indicators in the Business Conditions Survey rising and the percent that see them falling. 

UK 

– The yield on 10-year Gilts fell to 1.175% last week, retreating from 1.31% at the previous week’s close, after anemic 
inflation figures doused expectations for a near-term interest rate rise.  

– Consumer price inflation eased in June for the first time since last October, retreating from the near-four-year high 
touched in May, as fuel prices fell substantially last month, data released Tuesday showed. The consumer price index 
increased by an annual rate of 2.6% in June, falling well short of the MNI median forecast of 2.9%, and below the 2.9% 
rise recorded in May. Consumer transport prices rose by just 0.1% between May and June, well below the 1.1% jump 
recorded a year earlier, bringing the annual rate of inflation down to 3.7%, from 4.7% in May. That subtracted 0.16 
percentage points from the annual change in headline CPI. 

– Retail activity recovered in June, courtesy of a healthy rise in sales at non-food stores, exerting a positive influence on 
gross domestic product in the second quarter, according to data released Thursday.  Sales volumes rose by 0.6% 
between May and June, falling just short of the median MNI median forecast of 0.7% rise. On an annual basis, retail 
sales increased by 2.9%, exceeding the MNI median forecast for a 2.7% improvement. Over the second quarter, retail 
activity expanded by 1.5%, which will add 0.09 percentage point to gross domestic product, according to a National 
Statistics official, after subtracting 0.08 percentage point in the opening three months of the year. Retail sales account for 
5.6% of GDP. 

– UK public borrowing soared in June, courtesy of large increase in government outlays, including a jump in debt interest 
payments on inflation-linked government bonds, data released Friday showed. Excluding public sector banks, borrowing 
increased to GBP6.854 billion in the third month of the financial year, from GBP4.805 billion in June of 2016, well above 
the MNI median forecast of GBP4.9 billion. That left net debt, excluding the Bank of England, at 80.9% of gross domestic 
product in June, down from 81.5% a year earlier. Debt interest payments rose by GBP1.2 billion in June, according to a 
National Statistics official, with interest outlays on index-linked gilts lagged by three months. That's the biggest increase 
for the month of June since 2011. Government outlays were also inflated by an increase of GBP700 million in payments 
to the European Union, and a GBP1.3 billion jump in purchases of goods and services for government departments, the 
official added. 

– Britain needs to come to the next set of Article 50 negotiations more prepared, European Commission Chief Negotiator 
Michel Barnier said Thursday. After wrapping up the second round of talks on the UK leaving the bloc, both Barnier and 
his UK counterpart David Davis appeared jovial at a joint press conference in Brussels. But behind the polite veneer, 
Barnier insisted that Britain come back to the table in August with a far more comprehensive assessment of what its 
financial obligations to the EU consist of. The financial settlement has been a major stumbling block in negotiations, with 
the UK's tone oscillating between abrasive and conciliatory. Foreign Minister Boris Johnson's suggestion that the bloc 
could "go whistle" over an excessive divorce bill was at odds with a ministerial statement last week recognising that 
Britain has obligations to the EU that "need to be resolved”. 

– The published record of a Bank of England-led roundtable Monday highlighted the central bank's continuing 
dissatisfaction with the use of scandal-hit Libor as the benchmark rate for financial transaction and the central bank's 
commitment to replacing it with SONIA - the overnight rate. The BOE has championed reform of Libor, an interbank rate, 
but BOE Governor Mark Carney said that the fact Libor rates were based not on actual interbank transactions but on 
market participants' judgements was a fatal flaw. Instead, the BOE is pushing hard to ensure that SONIA, a near risk-free 
rate, becomes the standard for financial contracts, but roundtable participants agreed that SONIA based contracts need 
greater liquidity. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds slipped to 0.506% last week, retreating from 0.597% at the previous week’s end, 
as the euro’s strengthening to a two-year high Thursday pressured European equities, pushing investors to abandon 
exporters in favor of safe-haven government debt.  

– Greece will receive a EUR1.6 billion 'Stand-By Arrangement' (SBA) from the International Monetary Fund if European 
partners agree to more debt relief, according to deal approved by the IMF executive board Friday. By agreeing 'in 
principle' to the sum, the IMF can take its place as part of the program to shore up funds for Greece while calling for 
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further assessment from the European side about the country's debt sustainability. The board's approval follows 
Eurogroup agreement in June to release the latest disbursement on the condition of IMF involvement. The Fund has 
insisted that any involvement on its part would require the euro area side to look again at debt relief for Greece. 

– The third-quarter Survey of Professional Forecasters by the European Central Bank showed lower inflation expectations 
but higher growth estimates. Average third-quarter inflation expectations among forecasters surveyed were 1.5% for 
2017, 1.4% for 2018 and 1.6% for 2019. That represents a downward revision of 0.1 percentage point for all three years 
compared with the second quarter. Longer-term expectations were unchanged at 1.8%, according to Friday’s report. 

– After triggering a "mini taper tantrum" three weeks ago, European Central Bank President Mario Draghi played it safe on 
Thursday, resolutely pushing all questions about a stimulus exit off until the autumn. Draghi batted away all attempts to 
clarify the ECB's upcoming plans to taper its EUR2.3 trillion bond buying program, saying the Governing Council had not 
even decided when to have that discussion. "We haven't discussed what we're going to do in view of September or even 
less so what we're going to do after September," Draghi told a post-meeting press conference. "It was a unanimous 
conclusion - don't set dates.” Draghi's new-found caution came following markets taking fright after he raised the 
possibility of "adjusting the parameters" of policy tools in his Sintra, Portugal speech on June 27. Since the speech, the 
euro has climbed by around 4% against the dollar and German 10-year bond yields have doubled to around 0.55%. 

– Italy's Banking Association said Tuesday that the volume of net bad loans on lenders' balance sheets dropped to 
EUR76.5 billion in May, down from EUR77.2 billion a month earlier, confirming the downward trend of recent months. It is 
among the lowest levels in the last two years, as banks continue to boost their financial solidity. May net bad loans are 
significantly below the EUR86.8 billion seen in December, the ABI said in its July outlook report. The ratio of net bad 
loans as a proportion of total lending stood at 4.38% in May. At the end of 2016 the ratio was 4.89%, the highest since 
2015. Before the outbreak of the crisis in 2007, the ratio stood at 0.86%. 

– Economic reforms proposed by the new French President Emmanuel Macron could "go a long way" to addressing the 
country's long-standing economic woes, the International Monetary Fund said Monday. In an Article IV report on the 
French economy, the IMF said that Macron's strong political mandate combined with more robust economic growth make 
now the right time for France to tackle its reform agenda. "With a strong political mandate and economic conditions 
improving -- growth is on track to reach 1.5% this year and further accelerate next year -- there is now a unique window 
of opportunity for such a bold and comprehensive economic reform package," the IMF said. 

Japan 

– The yield on 10-year JGBs declined to 0.062% last week from 0.075% at the prior week’s finish, as the Japanese central 
bank trimmed its inflation forecasts and delayed again the timing for meeting its 2% inflation goal while standing pat on 
current monetary policy.  

– The Bank of Japan board on Thursday decided to leave its monetary policy unchanged in a seven-to-two vote, retaining 
the yield curve control target it adopted in September last year, while pushing back its estimate for achieving its 2% 
inflation target by a year until "around fiscal 2019.” With the BOJ engaged in a prolonged battle to raise inflation to its 2% 
target, it was widely expected that the BOJ would make no change to the policy target or to the pace of asset purchases. 
In its quarterly Outlook Report, the BOJ board continued to revise up slightly its economic growth forecast for the next 
two years on firmer global demand but revised down its projection for inflation through fiscal 2019 as the pace of 
increases in wages and retail prices remains slow. The BOJ board's median forecasts for average core CPI are 1.1% 
(down from 1.4% in April) for fiscal 2017, 1.5% (vs. 1.7% in April) for fiscal 2018 and 1.8% (vs. 1.9% in April) in fiscal 
2019 excluding the direct impact of the sales tax hike planned in October 2019. The board's median growth forecast was 
revised up to 1.8% from 1.6% projected in April for the current fiscal year and revised up to 1.4% from 1.3% for fiscal 
2018. The GDP forecast for fiscal 2019 was left low at growth of 0.7% on the assumption that the government will raise 
the sales tax further to 10% from the existing 8% as planned. 

– Japanese exports rose 9.7% on year in June versus an MNI median economist forecast for 9%, posting the seventh 
straight year-on-year increase after growth of 14.9% in May, on a gradual pickup in global trade, data released Thursday 
showed. The increase was led by higher shipments of chip-making equipment, automobiles and steel. Imports gained at 
a faster pace of 15.5% on year, against a forecast for 14.4%, marking the sixth straight year-on-year rise after a gain of 
17.8% in May, led by increases in purchases of coal, liquefied natural gas and computers including cell phones. The 
June trade balance came to a surplus of Y439.9 billion, which was narrower than the MNI median forecast for a Y488.0 
billion surplus. It was the first black ink in two months after a deficit of Y204.2 billion in May and compared with a surplus 
of Y686.5 billion in June 2016. 

– Bank of Japan Governor Haruhiko Kuroda said Thursday he remains optimistic that the bank's current stimulative 
monetary policy stance should lead the economy toward a balanced 2% rise in inflation by influencing the public's price 
outlook. The governor stuck to the BOJ's conviction that the "momentum" toward 2% inflation is maintained, counting on 
the stimulative effect of a further expansion in the positive output gap as the economy continues to recover moderately. 
He also stressed that the BOJ's latest policy framework of keeping both short- and long-term borrowing costs at very low 
levels has a "built-in" mechanism of stimulating the economy and enhancing the cumulative effect of monetary easing. 
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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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