
 

 

 Weekly market watch 1 

 

 

Weekly market watch  
 
As at Friday July 28, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  26979.39 273.30 22.65% 21.67% 
India  BSE 30 32309.88 280.99 21.40% 14.54% 
Japan  Nikkei  19959.84 (139.91) 4.42% 21.14% 
Singapore  STI  3330.75 16.63 14.92% 14.12% 
South Korea  KOSPI  2400.99 (49.07) 18.48% 18.80% 
Taiwan  WSE 10423.05 (13.65) 12.64% 14.83% 
Shanghai     COMPOSITE 3253.24 15.26 0.14% 8.65% 
Europe 
France  CAC  5131.39 13.73 5.51% 16.08% 
Germany  DAX  12162.70 (77.36) 5.94% 18.37% 
Italy  FTSE MIB  21430.36 228.20 11.42% 29.70% 
Russia  RTSI  1013.57 (11.92) (11.84%) 9.79% 
UK FTSE 100  7368.37 (84.54) 3.16% 9.63% 
Americas 
Brazil  IBOV  65497.13 812.95 8.75% 15.58% 
Mexico  IPC  51213.60 (351.02) 12.20% 9.35% 
Nasdaq  CCMP  6374.68 (13.07) 18.42% 23.66% 
US  S&P 500  2472.10 (0.44) 10.42% 13.92% 
US   DOW  21830.31 250.24 10.46% 18.28% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.2180 1.1750 1.1540 0.7130 
10 Year OAT 0.8060 0.7520 0.7170 0.1310 
10 Year Bund  0.5420 0.5060 0.3680 -0.0900 
10 Year Japan  0.0710 0.0620 0.0640 -0.2740 
10 Year Treasuries  2.2900 2.2380 2.2279 1.5044 

 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. markets were mixed for the week, with the Dow Jones Industrial Average up 1.16% to close at 21,830.31, the S&P 
500 down 0.02% to close at 2,472.10 and the Nasdaq Composite Index down 0.2% to close at 6,374.68. Strong 
corporate earnings from the likes of Boeing, Caterpillar, Chevron and Verizon boosted the Dow, but weakness in the tech 
sector dragged down the S&P 500 and Nasdaq. Political uncertainty reigned in Washington as Republicans failed to gain 
enough votes to repeal Obamacare and President Donald Trump on Friday fired Reince Priebus as chief of staff. 

– Foxconn, the Taiwanese manufacturer of iPhones and electronics components for Apple and others, said on Wednesday 
it would open its first manufacturing facility in the U.S. state of Wisconsin, a $10 billion investment that would create at 
least 3,000 jobs to begin with and up to 13,000 factory jobs in the long term. The 20-million-square-foot plant will make 
flat-screen televisions. Wisconsin is offering the company some $3 billion in tax breaks and other subsidies over the next 
15 years.  

– The U.S. private-equity firm KKR & Co. said Monday it would buy health-information provider WebMD for $2.8 billion. 
The deal comes after WebMD put itself up for sale in February, and as pharmaceutical advertising demand drops off 
amid uncertainty over U.S. health-care policy and drug pricing. KKR’s offer works out to $66.50 a share, a 20.5% 
premium from WebMD’s Friday closing price, and a 33% increase from its price at the beginning of the year. WebMD’s 
shares closed up 20% on Monday at $66.10. 

– Facebook had a banner second quarter when it reported on Wednesday that its profit had jumped 71% from the year-
earlier period. The $1.32 increase in earnings per share, up from 78 cents a year ago, beat the $1.12 figure provided by 
analysts polled by FactSet, according to the Wall Street Journal. Net profit was $3.9 billion, up from a year-ago $2.3 
billion, and quarterly revenue rose 45% to $9.3 billion. Facebook attributed the rise to its expanded use of ads in its news 
feed and messenger service, but warned that the number of news-feed ads could be reaching its maximum. 

– Amazon’s appetite for expansion dragged on its bottom line, as well as on the S&P and Nasdaq indexes, with profit 
falling 77% despite soaring sales. It was the smallest quarterly profit in almost two years, with the Seattle-based online 
retailer making just $197 million on $38 billion in sales. Amazon has been spending heavily on new warehouses and 
delivery capacity. It also announced in the quarter its biggest acquisition ever, saying it would buy grocer Whole Foods in 
a $13.7 billion deal expected to close in the second half. Whole Foods, for its part, extended a two-year losing streak, 
with same-store sales falling 1.9% during its fiscal third quarter ending July 2. 

– Rocket-maker SpaceX has raised up to $350 million in a new funding round that would value the company at $21 billion. 
The funding, revealed in a corporate filing, represents a vote of confidence in founder Elon Musk’s quest to use reusable 
rockets to speed launches and make SpaceX competitive as a satellite operator. SpaceX’s previous valuation was set at 
$12 billion in 2015 when Fidelity Investments and Google parent Alphabet invested $1 billion. 

UK 

– The FTSE 100 ended the week down 1.13% at 7,368.37, also hit by declines in tech stocks as investors contemplated 
whether to get out of the sector. A selloff in tobacco shares including those of British American Tobacco and Imperial 
Brands dragged the index to a sharply lower close Friday as the U.S. Food and Drug Administration said it planned to 
lower nicotine levels in cigarettes to non-addictive levels. 

– The U.S. luxury fashion firm Michael Kors said Tuesday it had struck a deal to buy iconic British shoemaker Jimmy Choo 
for GBP896 million ($1.17 billion). The sale gives Kors an entryway into the luxury shoe business as its primary handbag 
business slumps amid lagging sales. Years of discount handbag sales have taken their toll on the bottom lines of 
companies such as Kors, analysts say.  The market for high-end shoes such as Choo’s, which featured prominently on 
the Sex in the City television series, is seeing stronger growth. 

– The United Kingdom announced on Wednesday that it would ban the sale of internal-combustion cars by 2040, a move 
that puts it in line with other European regulators who have banned or restricted diesel engines in large cities. But the 
announcement raised the ire of critics on both sides of the debate. Those opposed to the ban, including major car 
manufacturers, say it will damage the automotive sector and related industries, such as refining, while those in favor say 
the measure is half-hearted and will take too long to implement. 

– Sir Richard Branson will no longer be a majority owner in Virgin Atlantic, the airline he founded in 1984, as part of a wide-
ranging deal in which Air France-KLM will take a 31% stake in the airline, reducing Branson’s stake to 21%. Air France-
KLM is buying the stake from Branson’s Virgin Group for GBP220 million, and as part of the deal Delta and China 
Eastern airlines will each acquire a 10% stake in Air France-KLM for a 17% discount from Thursday’s market price. Air 
France-KLM will raise EUR751 million in that deal. 



 

 Weekly market watch 3 

 

– British regulators said Thursday that they wanted to do away with the benchmark London interbank offered rate, or Libor. 
The benchmark interest rate introduced in the 1980s underpins trillions of dollars in derivatives, corporate bonds and 
other financial products but multiple rigging scandals in recent years have tarnished its reputation. Andrew Bailey, the 
chief executive of the Financial Conduct Authority in Britain, said Thursday that regulators wanted to do away with the 
rate by 2021 and replace it with a benchmark more closely tied to lending markets. 

– Barclays missed analysts’ expectations and reported a significant loss for the quarter, with revenue decreasing 15% from 
a year earlier and the bank reporting a loss of GBP1.4 billion, compared with a GBP677 million profit a year ago. The 
bank took a one-time GBP2.5 billion hit when it sold a 33% stake in its African operations, dragging down its 
performance for the quarter. The bank said its core business yielded a 7.2% return. Barclays shares are up 43% over the 
past year, but fell 1.4% to GBP2.057 on Friday. 

Europe (ex. UK) 

– The Eurofirst 300 ended the week down 0.98% at 1,486.32 as profit-taking in the tech sector and a softer end of the 
week in Asian markets weighed on the European benchmark. European tech shares slid on Friday, following the lead of 
their counterparts across the Atlantic. A stronger euro also pressured equities on the continent, making exports less 
competitive. 

– Peugeot beat analysts’ expectations, posting a record profit in its core manufacturing business in the first half. The 
French automaker attributed the performance to stronger pricing, which it said allowed it to overcome weaker sales in 
Europe and China. Peugeot’s net profit rose 3.6% to EUR1.26 billion ($1.5 billion), and its revenue rose 5% to EUR29.17 
billion. Analysts polled by Reuters had predicted a net income of EUR1.06 billion on revenue of EUR28.92 billion. 
Peugeot’s shares rose 6.1% at their peak on Wednesday before closing at EUR18.66, a 3.15% increase from Tuesday’s 
close. 

– The second quarter was a good one for Germany’s Daimler, in particular for its subsidiary Mercedes-Benz, which posted 
a 70% climb in profits from a year earlier to EUR2.4 billion. Daimler’s net profit rose 2% to EUR2.51 billion, while revenue 
rose 7% to EUR41.2 billion. Daimler said its recent strong performance has put it in a good position to deal with new 
trends in the auto industry. 

– German insurer Allianz said its second-quarter profit rose 23% from a year earlier, and touted its full-year performance, 
which it said would come close to the top end of its target range. The firm offered the information in an unscheduled 
report on Wednesday evening, in which it said its operating profit in the quarter was EUR2.9 billion. The figure beat 
analysts’ predictions including that of KBW, which had anticipated a EUR2.55 billion operating profit. Allianz said lower 
claims from natural disasters had helped its property and casualty division earn EUR1.1 billion, a 28% rise in profit from a 
year earlier. 

– Volkswagen shook off a series of emissions scandals that have plagued it over the past few years, posting climbing 
profits and revenues on Thursday and revising its sales guidance upward for the year. The company saw a 4.7% rise in 
second-quarter revenues to EUR59.67 billion and a 3.7% rise in operating profit to EUR4.55 billion. It revised its 
projection to say full-year revenues would rise by more than 4%, from a previous version saying they would rise up to the 
same figure.  

– The French government said Thursday it would nationalize the STX France shipyard, to stave off an attempt by Italian 
state-controlled Fincantieri to take a controlling stake in the operation. The state already owns 33.3% of the operation, 
but used its pre-emption rights to take a 100% stake just days before the Italian firm was to buy a 66.7% stake from 
South Korea’s STX Offshore and Shipbuilding. “The decision has one sole objective: defend France’s strategic interests 
in shipbuilding,” Finance and Economy Minister Bruno Le Maire said. The nationalization will cost France about EUR80 
million ($93.9 million). 

Japan 

– The Nikkei 225 slid 0.7% to close the week at 19,959.84, following the decline in U.S. tech stocks. Middling earnings 
from the likes of Nissan dragged on the index, which was also affected by profit taking and a weak dollar. A stronger yen 
versus the dollar puts pressure on Japanese exports. 

– Softbank is raising its bets across the ride-hailing sector, making for a confusing array of alliances as it invests heavily in 
companies that compete with one another. The Wall Street Journal reported on Tuesday that the tech giant had 
approached San Francisco-based Uber about taking a multibillion-dollar stake in the company, the day after Singapore’s 
GrabTaxi said it planned to raise $2.5 billion in a funding round led by Softbank and Chinese ride-hailing firm Didi 
Chuxing Technology. Softbank is also a major investor in Didi as well as India’s Ola. 

– Nintendo surpassed expectations mightily, swinging to a profit in the first full quarter since it launched its wildly 
successful Switch gaming consol. Based largely on the success of Switch, the company reported a 148% year-over-year 
revenue rise in the quarter ending June 30, to JPY154 billion ($1.39 billion). Profit for the quarter was JPY21.3 billion, up 
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from a loss of JPY400 million three months earlier. Nintendo’s shares have risen 45.8% in the year to date, but the 
company kept its outlook steady with a forecast of JPY45 billion profit for the fiscal year ending in March. 

– Carmaker Nissan’s profit took a hit in the quarter ending June 30, despite improving sales at home that boosted revenue. 
Quarterly profit fell 1.1% from a year earlier to 134.9 billion, missing analysts’ expectations as high material costs and 
adverse foreign-exchange conditions weighed on its ability to make money. Total unit sales rose 5% to 1.35 million, with 
growth across all markets, including a 46.5% jump in Japan. Nissan is keeping its full-year outlook in place, predicting a 
net income of JPY535 billion in the year ending in March. That’s a 20% drop from the previous year, which included a 
one-off gain from the sale of Calsonic Kansei. 

Asia-Pacific (ex. Japan) 

– Mainland China’s benchmark Shanghai Composite Index gained 0.47% to close at 3,253.24, its sixth week of gains. The 
boost indicates generally strong investor confidence in China, where better-than-expected GDP growth in the second 
quarter indicated stable growth in the near term. China’s markets also reacted positively to the government’s pledge to 
continue supply-side reforms. 

– Hong Kong’s Hang Seng Index gained 1.02% to close at 26,979.39. It was the third straight week of gains in the special 
administrative region, and came despite a downturn Friday as investors took profits following a strong start to the week. 
Tech stocks led the index through Thursday, when it closed at a fresh two-year high before retreating on Friday in line 
with a tech downturn in the United States. 

– Taiwan’s Taiex closed at 10,423.05, a decline of 0.13% from the previous week, as its electronics sector came under 
pressure following the U.S. tech downturn. Earlier in the week, strong tech earnings had boosted the index, so the 
decline was minimal. 

– South Korea’s Kospi fell 2% to close at 2,400.99, weighed down by the tech sector despite a record quarter from 
Samsung. The electronics giant earned KRW11.05 trillion ($9.9 billion) in the three months to June 30, thanks to a 
booming business selling components to its rivals. But profit-taking, a U.S. tech selloff and a sagging won all combined to 
drag the index to a two-week low. 

– Singapore’s Straits Times Index tacked on 0.5% to end the week at 3,330.75, despite a fall of up to 1% on Friday as 
financials and tech stocks sagged. Contracting employment data from Singapore also weighed on the index, which had 
been buoyed earlier in the week by the U.S. Federal Reserve’s announcement that it would stand pat on interest rates -- 
a move investors took as a signal that it would go slow in its monetary tightening. 

Emerging Markets 

– Brazil’s Bovespa gained 1.26% to close at 65,497.13, with the real gaining on lukewarm U.S. economic data and the 
country’s core commodities sector getting a boost from rising prices. Corporate earnings also gave the index a boost, led 
by Estácio Participações, which logged a 7% gain. 

– Mexico’s IPC dropped 0.68% to close at 51,213.60 after a tumultuous week in which the market hit a record high based 
on strong earnings expectations and strong economic data including GDP and retail sales. But losses in industrials, 
telecoms and materials later in the week pared those gains. 

– India’s BSE 30 gained 88% to close at 32,309.88, the latest in a series of strong weeks in Indian markets, but 
disappointing earnings in pharmaceutical and bank shares counteracted some investor enthusiasm. In addition, profit-
taking after a phenomenal start to the week tempered the market’s performance. 

– Russia’s RTSI sank 1.16% to close the week at 1,013.57, after a week in which the U.S. Congress passed a bill that 
would impose new economic sanctions on the country in retaliation for meddling in the 2016 election. The White House 
said on Friday that President Trump would sign the bill. In response, Russia is expected to leave interest rates on hold. 

Alternative Assets 

– Oil logged its biggest weekly gain of the year, climbing 8% by Friday’s close after OPEC members renewed their 
commitments to production cuts and uncertainty grew in Venezuela, calling supplies there into question. A reduction in 
U.S. output also contributed to the price rise. West Texas Intermediate crude ended the week at t $49.71 a barrel on the 
New York Mercantile Exchange, while the global benchmark Brent crude for September ended at $52.52 on London’s 
ICE Futures exchange. 

– Gold gained for a third consecutive week, hitting a six-week high on Friday thanks to slower-than-expected U.S. 
economic growth and worries over political uncertainty in Washington. December gold ended the week at $1,275.50 a 
troy ounce on the Comex division of the New York Mercantile Exchange. A falling U.S. dollar also made dollar-
denominated metals such as gold cheaper for foreign buyers. 
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Fixed Income 
US 

– The yield on 10-year Treasuries was 2.2900% at the end of the week, up from 2.2380% a week earlier, following the 
Federal Open Market Committee’s decision to stand pat on interest rates as expected, and the news that the U.S. 
economy had grown at a slightly slower pace than expected. Recovering oil prices also helped boost growth and inflation 
expectations. 

– Second-quarter GDP rose 2.6%, slightly less than the 2.7% pace expected, while first quarter growth was revised down 
modestly to a 1.2% pace from the 1.4% rate previously reported, data released Friday by the Bureau of Economic 
Analysis showed. The combination of the downward revision to first quarter GDP and the smaller-than-expected reading 
for second quarter GDP suggests a slower start to 2017 than previously seen. Annual revisions back to 2014 were 
included, with the data pointing to little change in the recent growth picture, with 2016 growth revised modestly lower, but 
2014 and 2015 GDP growth moved up slightly from their previous estimates. The core PCE price index rose only 0.9% in 
the second quarter after rising a revised 1.8% in the first quarter, the smallest quarterly increase since 0.9% in the first 
quarter of 2015. 

– The Federal Reserve, as expected, stood pat on its benchmark interest rate Wednesday and said it will start trimming its 
$4.5 trillion balance sheet "relatively soon" according to the plan set out in June. Officials dropped no hints they were 
wavering from their plan to continue to lift rates gradually in the coming months, meaning the Fed stayed on course to 
increase the target range for the Fed funds rate by another 25 basis points by the end of the year from the current range 
of 1.00% to 1.25%. Investors are seeing the odds of an increase at the December FOMC meeting at about 50-50, 
according to the CME Group's FedWatch tool earlier Wednesday. The odds of a move at its next meeting in September 
were lower than 10%. After a two-day meeting, the Federal Open Market Committee made only modest changes to its 
policy statement and its assessment of economic conditions. 

– The pace of new single-family home sales rose by only 0.8% to a slightly weaker-than-expected 610,000 seasonally 
adjusted annual rate in June, following downward revisions to the sales pace in the previous three months, data released 
by the Commerce Department on Wednesday showed. The sales pace was expected to rise further to 615,000, based 
on an MNI survey of economists. The supply of new homes for sale rose by 1.1% to 272,000 in June. Housing starts 
rebounded sharply in June after three straight declines, suggesting supply could improve further in the coming months 
after some slowdown. Based on the movements in sales and supply in June, total supply rose to 5.4 months from 5.3 
months in May, and was up from 5.2 months a year ago. With the increase in supply, the median sales price of new 
homes fell by 4.2% to $310,800 in June and was down 3.4% from June 2016, but remained relatively high. 

– Home resales fell by a larger-than-expected 1.8% in June to a seasonally adjusted annual rate of 5.52 million, data 
released by the National Association of Realtors Monday showed. May sales were unrevised at a 5.62 million annual 
rate. "It is the same story," NAR Chief Economist Lawrence Yun told reporters. He noted again that the shortage of 
inventories and people staying in their homes longer has caused existing home buying growth to stutter. In addition, 
continually rising prices relative to wage growth have priced many buyers out of the market, particularly first-time buyers. 

UK 

– The yield on the 10-year Gilt ended the week at 1.2180%, up from 1.1750% a week earlier, following respectable 
economic data and upbeat remarks from Bank of England Gov. Mark Carney about the state of the British economy. 
Carney on Wednesday indicated his support for a rate rise if the economy stays strong and wages and business 
investment increase. 

– UK growth accelerated modestly in the second quarter, courtesy of a rebound in the services sector, which was boosted 
by British film production. Gross domestic product rose by 0.3% in the second quarter of 2017, according to preliminary 
data released on Wednesday, matching the median MNI forecast of a 0.3% gain, up from the 0.2% pace recorded over 
the opening three months of the year. On an annual basis, GDP rose by 1.7%, also in line with the MNI median, down 
from the 2.0% pace of the first quarter, the slowest pace of growth since the second quarter of 2016. The outturn falls 
short of the Bank of England staff forecast of a 0.4% expansion, as reported in the May Quarterly Inflation Report and 
affirmed in minutes of the June meeting of the Bank's Monetary Policy Committee. Growth in the first half of 2017 came 
in at 0.7% h/h, the lowest semi-annual growth since 2012, when it was 0.5% h/h. 

– Consumer sentiment returned in July to the 26-year low set in the direct aftermath of the UK's vote to leave the European 
Union, with many key components in line with the post-Brexit levels set a year ago, a GfK survey found Friday. The GfK 
May Consumer Confidence Index fell to -12 from -10 in June, one point below the MNI median of analysts' forecast of a 
one point slip to -11. Four of the five components that make up the headline index deteriorated, with households 
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increasingly pessimistic over the general economic landscape and the idea of making a major purchase. July's two point 
fall in the overall index meant confidence among UK households has fallen to a level not seen since last July's 11-point 
drop from -1 to -12, a matter of weeks after the UK had voted to exit the European Union.  

– Retail sales growth accelerated in July with retailers optimistic that there would be similarly strong growth in August, a 
CBI survey found. The CBI's July Distributive Trades Survey found that the reported volume of sales balance for July 
rose to +22 from +12 in June, far exceeding the expected balance of +3. The expected sales volume balance for August 
was +20, up from +3 in July. In the second quarter, the retail sector made the largest contribution to soft GDP growth of 
0.3% on the quarter and the CBI data show the sector made a strong start to the third quarter. The three-month moving 
average of reported sales was +12, down from +17 in June. Orders placed on suppliers was unchanged, with a positive 
balance of 10, while sales volumes for the time of year rose to +6 in July from -2 in June. 

– Manufacturing order book growth eased back in July from its June multi-decade high, and manufacturers anticipated a 
rapid cooling in output price inflation, the CBI July Industrial Trends survey found. The survey found that a net 10% of 
manufacturers reported total order books above normal, down from a net 16% in June, which was the highest since 
August 1988. The survey showed export orders growth receded, with the July balance falling to a net 2% from 13% in 
June. The survey balances were far above long run averages, of -14% for total orders and -19% for export orders, but 
the export orders balance was the lowest since February. 

Europe (ex. UK) 

– The yield on the 10-year Bund ended the week at 0.5420%, up from 0.5060 a week earlier, thanks to an uptick in 
Eurozone economic sentiment, which hit an all-time high as measured by the European Commission. The commission’s 
monthly measure of economic confidence rose by 0.1 point to 111.2 in July, the highest it’s been since the financial crisis 
in 2007. 

– IHS Markit's Euro Zone Flash Composite Purchasing Managers' Index for July fell to 55.8 from 56.3 in June. While not an 
official metric, the index serves as a guide to economic growth. A figure above 50 indicates expansion while one below 
50 signifies contraction. The reduced number still indicates an economy that is growing, just at a slower rate. Reuters 
had forecast a more modest decline to 56.2. But IHS Chief Business Economist Chris Williamson said the data point to a 
third-quarter GDP increase of 0.6%, better than the 0.4% predicted by economists polled by Reuters earlier this month. 
Second-quarter growth was 0.5%. 

– The Eurozone economic recovery is strengthening and broadening but the longer-term outlook for the single-currency 
bloc remains clouded, the International Monetary Fund said on Tuesday. In a report on the Eurozone economy, the IMF 
said that rising domestic demand supported by cheap energy and low interest rates would help drive GDP growth to 
1.9% this year and 1.7% in 2018. "The near-term outlook is favorable," the IMF said in an Article IV consultation. "The 
cyclical recovery is firming and becoming broad based." But the medium-term risks for the Eurozone remain "tilted to the 
downside," the IMF said, because of high debt in many countries, a weak banking system and inadequate structural 
reforms to boost productivity. "The improving near-term outlook is clouded by significant downside risks, especially in the 
medium and long term, amidst thin policy buffers," the IMF said. 

Japan 

– The yield on the 10-year Japan Government Bond ended the week at 0.0710%, up from 0.0620 a week ago. Bond yields 
largely ignored a mid-week data dump. The CPI data was always going to be a damp squib with the BoJ recently 
pushing back estimates of when the 2% inflation target would be hit and acknowledgement of a weak inflation trend. 
Other data was more positive, with the jobless rate dropping to 2.8% from 3.1%, matching multi-year lows, while 
household spending rose strongly at 2.3%, eclipsing he 0.5% estimate. Markets ended the week with a subdued session. 

– Japan's consumer price index from the Ministry of Internal Affairs and Communications was released Friday. CPI figures 
date to 1970 under the 2015 base year. Japan's national average core CPI (excluding fresh food but including energy 
prices) rose 0.4% on year in June, as forecast by economists, marking the sixth straight year-on-year rise after +0.4% in 
May and +0.3% in April. The index posted the first rise in 13 months in January. The increase was led by higher 
electricity charges but overall energy costs made a smaller contribution to the core CPI than previously seen. The 
contribution of processed food and household durable goods increased. The slow pickup in the CPI led the Bank of 
Japan board to revise down its medium-term projections at its latest meeting on July 19-20. The board revised down its 
median forecast for  inflation in the current fiscal year to +1.1% from +1.4% made in April, and pushed back the 
estimated timing of hitting the 2% price stability target to "around fiscal 2019" from "around fiscal 2018." 

– The seasonally adjusted average unemployment rate fell to 2.8% in June from 3.1% in May, returning to the rate seen 
from February to April this year, which was the lowest since June 1994, when it was also at 2.8%. The drop in the 
unemployment rate in June was the first since February this year, when it fell to 2.8% from 3.0% in January. The number 
of employed rose 120,000 (+0.2%) on month vs. a drop of 30,000 (-0.0%) in May, while the number of unemployed fell 
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160,000 (-7.8%). The number of people who left for other openings fell 11.0% on month, and the number of people who 
lost their jobs dropped 3.8%. 

– Real average household spending posted the first year-on-year rise in 16 months, up 2.3% in June, reflecting a gradual 
pickup in consumer sentiment and modest household income gains. The highest rise since August 2015, when spending 
rose 2.9%, was largely due to unusually dry weather during this year's rainy season, which led to a sharp increase in 
home renovation work compared to a year earlier. At the same time, spending on automobiles continued to show a year-
on-year rise as the effect of the introduction of new models lingered and the drag from the fabricated gas mileage data 
scandal for mini vehicles faded. Spending on mobile communications also rose in line with the spread of smartphones to 
more households. Expenditures on seafood products fell due to a poor catch and those on beer dropped in light of price 
rises. The increase came in stronger than the MNI median economist forecast for +0.5%. In previous months, the pace of 
decrease in the y/y rate had decelerated sharply to -0.1% in May from -1.4% in April and the recent bottom of -3.8% in 
February. 

– Many on the nine-member board at the Bank of Japan called for continuing aggressive easing to change the stubborn 
deflationary mindset among households and businesses, the minutes of the bank's June 15-16 policy meeting released 
Tuesday showed. Despite the slow progress in guiding near-zero inflation to a stable 2%, there was no discussion over 
whether the bank would have to enhance the degree of monetary easing, while a few members warned about the side-
effects of massive asset purchases and very low interest rates, according to the minutes. "Many members shared the 
recognition that, as there was still a long way to go to achieve the price stability target of 2%, it was appropriate for the 
BOJ to pursue powerful monetary easing under the current guideline for market operations, in order to achieve the target 
at the earliest possible time," the minutes said. 

 

 

 

 

 

 

 

 

 

 

 

 

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. 


