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Weekly market watch  
 
As at Friday August 18, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  27047.57 164.06 22.96% 17.48% 
India  BSE 30 31524.68 311.09 18.45% 12.09% 
Japan  Nikkei  19470.41 (259.33) 1.86% 18.10% 
Singapore  STI  3251.99 (27.73) 12.20% 14.63% 
South Korea  KOSPI  2358.37 38.66 16.38% 14.74% 
Taiwan  WSE 10321.33 (8.24) 11.54% 13.14% 
Shanghai     COMPOSITE 3268.72 60.18 0.62% 5.30% 
Europe 
France  CAC  5114.15 53.23 5.16% 15.26% 
Germany  DAX  12165.19 151.13 5.96% 14.73% 
Italy  FTSE MIB  21814.96 460.94 13.42% 30.84% 
Russia  RTSI  1026.17 3.64 (10.74%) 5.16% 
UK FTSE 100  7323.98 14.02 2.54% 6.62% 
Americas 
Brazil  IBOV  68714.66 1356.07 14.09% 16.14% 
Mexico  IPC  51075.46 430.36 11.90% 5.45% 
Nasdaq  CCMP  6216.53 (40.03) 15.48% 18.63% 
US  S&P 500  2425.55 (15.77) 8.34% 10.91% 
US   DOW  21674.51 (183.81) 9.67% 16.54% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.0900 1.0620 1.2070 0.5500 
10 Year OAT 0.7100 0.6740 0.8160 0.1380 
10 Year Bund  0.4150 0.3820 0.5540 -0.0820 
10 Year Japan  0.0280 0.0550 0.0720 -0.0820 
10 Year Treasuries  2.1950 2.1910 2.2590 1.5536 

 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 0.25 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.50 1.50 
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 suffered a second straight week of losses last week amid continued chaos in the White House, exemplified 
by the departure of President Trump’s chief strategist, Steve Bannon, on Friday. Trump’s failure to condemn race related 
violence in Charlottesville deepened divisions in Congress, sapping belief in the president’s ability to command support 
for tax reform and infrastructure spending and sparked rumors that Gary Cohn, director of the U.S. National Economic 
Council, might resign. Terrorist attacks in Barcelona and the ongoing tensions in East Asia over North Korea further 
undermined sentiment. The Dow Jones Industrial Average dropped 0.84% over the week to close at 21,674.51, the 
Standard & Poor’s 500 lost 0.65% to finish at 2,425.55, while the Nasdaq was down 0.64% at 6,216.53. 

– Energy Capital Partners led a consortium of investors in a deal to buy Calpine, a leading U.S. electricity generation 
company, for $5.6 billion. Calpine chief executive John Hill said that the sale was in part motivated by what the company 
believed was a persistently undervalued share price, with the stock down 38% from late 2014 as competition from 
renewable energy sources depressed electricity prices. Calpine’s vulnerability to fluctuations in the spread between the 
price of the gas it buys and electricity it sells was also a factor in keeping investors on the sidelines. The deal represents 
a 51% premium on the stock’s closing price in May, when media speculation about the sale began, and retains a 45-day 
period in which Calpine can solicit rival offers.  

– Mylan on Thursday finalized a $465 million settlement with the U.S. Justice Department to resolve claims that it 
overcharged for its EpiPen emergency allergy treatment. The deal centered on allegations that Mylan avoided higher 
rebate fees to state Medicaid programs by misrepresenting EpiPen as a generic product, despite the fact it was marketed 
and priced as a brand-name treatment. Mylan did not admit wrongdoing but agreed to reclassify EpiPen and pay rebates 
in line with the new classification back to April 1 this year. Rival Sanofi, which first brought the matter to regulatory 
attention by filing a False Claims Act lawsuit, will receive a $38.8 million windfall relating to loss of potential business for 
its rival Auvi-Q product. 

– Wal-Mart Stores Inc. said Thursday that second-quarter net income fell 23% from a year earlier to $2.9 billion, and 
warned that this quarter’s earnings could miss estimates as margins continue to suffer from heavy discounting and 
spending on ecommerce. Sales at its U.S. stores rose 1.8%, beating forecasts for 1.7%, on strong performance of its 
grocery and food business. Shares fell more than 2% on the earnings release, with investors looking past 60% growth in 
its ecommerce business, primarily from its core operations rather than acquisitions like last year’s $3.3 billion purchase of 
jet.com, to focus on the impact of ongoing price cuts as Wal-Mart gears up to face aggressive competition from the likes 
of Amazon, Aldi and Lidl. 

– Uber dominated the headlines last week over issues ranging from representation on its board to the suspension of 
operations in the Philippines, the launch of an update for its business platform, and news that the U.S. Federal Trade 
Commission has penalized its previous lapses in data protection by forcing the company to accept 20 years of privacy 
check-ups. The key issue was whether Uber could resolve a dispute between two of its largest shareholders, with 
venture capital firm Benchmark suing former Uber boss Travis Kalanick over allegations that he defrauded investors by 
withholding information when he sought to create three board seats last year. Kalanick retains his board seat, which he is 
using to coordinate an alliance of investors led by Sherpa Capital in an attempt to force Benchmark to surrender its own 
board seat. On Thursday, he filed to contest the lawsuit, claiming that Benchmark had mounted personal attacks on him 
and that the court should dismiss attempts to remove him from Uber’s board because the dispute was subject to 
mandatory arbitration. Bloomberg reported that a bevy of investors ranging from Didi Chuxing to Tencent and SoftBank 
are waiting for the boardroom tussle to be settled before agreeing to invest as much as $1.5 billion in the troubled ride-
sharing platform. 

– Amazon completed the world’s fourth-largest corporate bond sale Tuesday, raking in $16 billion in debt covering 
maturities ranging from three to 40 years to fund its acquisition of Whole Foods. Orders for the issuance reached almost 
$50 billion, illustrating the strength of investor confidence in Amazon’s entrance into the grocery business, as well as of 
demand in the U.S. credit market, despite companies including AT&T, BAT and Tesla having raised almost $1.2 trillion 
between them this year. 

– Snap Inc. shares rebounded from a record low of $11.28 Monday, even as employees were for the first time allowed to 
sell the stock they purchase for $17 per share in Snap’s March initial public offering. Large investors also revealed their 
positions in the June quarter on Monday, with filings showing that T. Rowe Price Group raised its stake by about a third. 
BlackRock and the hedge fund Coatue Management also increased their holdings, while Third Point, Jana Partners and 
Temasek Holdings relinquished their stakes entirely. Snap’s stock remains vulnerable to shorting as investors weigh the 
company’s susceptibility to competition from Facebook’s Instagram.  

 

http://jet.com/
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UK 

– London stocks rose last week, buoyed by a weakening of sterling after inflation data showed consumer prices remained 
unexpectedly stable in July, reducing the impetus for the Bank of England to tighten monetary policy. In addition, robust 
unemployment and wage earnings data suggested the economy remains in decent health. The FTSE 100 rose 0.19% 
over the week to close at 7,323.98. 

– Macquarie said Friday that it had completed its GBP2.3 billion takeover of the UK’s Green Investment Bank and 
reiterated its pledge that the move will help wean the renewable energy industry off government support and prove its 
viability for institutional investors. Politicians and campaigners have criticized the privatization as opening the fund and 
the 100 projects in which it is invested to potential asset stripping, though the Australian bank said it intends to stick to 
GIB’s current plan to make at least GBP3 billion of new investments over the next three years.    

– Allied Minds said Thursday that first-half pre-tax losses widened to $58.2 million from $52.2 million in the same period 
last year. The company, which aims to commercialize tech innovations arising from university and military research but 
has yet to take an investment to sale, exit or profitability, reported revenue of just $2 million. The weak results reflect the 
scale of the challenge facing interim boss Jill Smith, who ordered an internal review of Allied’s investment strategy upon 
her appointment in April, just after announcing a write down of $146.6 million on the value of seven of the company’s 
business investments. Investor disquiet centers on the valuation of its largest holding, Spin Transfer Technologies, which 
some analysts expect to suffer further writedowns through the year. 

– Prudential said Wednesday that it sold its U.S. network of brokers and dealers, which include the INVEST Financial 
Corp., Investment Centers of America, National Planning Corp. and SII Investments, to LPL Financial for $325 million. 
The sale was transacted through a Prudential subsidiary, National Planning Holdings, and reflects the insurer’s intention 
to focus on developing and marketing retirement products in North America. 

– John Menzies announced Tuesday that first-half revenue rose 21% on the year to GBP1.2 billion, but costs linked to its 
$202 million acquisition of ASIG last year, as well as charges relating to its defined benefit pension scheme and an 
unsuccessful attempt to offload its distribution division, pushed pre-tax profit down 83%. On Monday, John Menzies had 
abandoned an attempt to sell its distribution arm to DX Group following profit warnings and disclosures of management 
issues at DX. John Menzies’ underlying pre-tax profit, which excluded the above provisions, rose 36% on year to 
GBP24.7 million. 

– Chinese real estate baron Jisheng Gao secured an 80% stake in Southampton football club for an estimated GBP200 
million Monday despite an ongoing China government crackdown on certain foreign investments, such as sports clubs, 
aimed at restricting the flow of capital out of the country. Southampton announced in January that it had agreed terms 
with Gao’s Landor Sports, an investment vehicle of the magnate’s Landor Holdings company, but the eventual deal was 
channelled through an entity in Hong Kong to avoid the mainland capital restrictions. The purchase is the latest in a 
series of investments by Chinese companies in European football clubs, with Southampton joining Manchester City and 
West Bromwich Albion as the third Premier League club under Chinese ownership. 

Europe (ex. UK) 

– European stocks rose last week, lifted by data that showed growth in the region accelerated in the second quarter even 
as inflation remained stable. A flurry of high profile deals and strong earnings releases also buoyed the market, despite 
disappointment at a report that next week’s meeting of global economic policy chiefs in Jackson Hole will not yield a 
statement from European Central Bank boss Mario Draghi. The Eurofirst 300 added 0.48% over the week to close at 
1,469.32. 

– Cinven and Bain Capital secured a EUR4.1 billion deal to buy Stada Friday in their third attempt, pushing through the 
largest leveraged buyout of a European-listed company in four years after the pair lodged a sweetened offer that met a 
reduced shareholder participation threshold. The final value of the deal represents a 50% premium on the share price in 
December, when discussions were initiated. Stada shares rose to a record high in Frankfurt on the news. 

– Akzo Nobel said Wednesday that it had ended its feud with activist hedge fund and shareholder Elliott Advisors by 
agreeing to appoint three new directors to its board. For its part, Elliott said it would support the Dutch paint maker’s plan 
to divest its speciality chemicals division, and finally lay off undermining newly appointed CEO Thierry Vanlacker and 
curtail legal action seeking the removal of chairman Antony Burgmans. Elliott had been agitating for Akzo Nobel to 
engage with takeover approaches from US rival PPG Industries, the last of which was worth EUR27 billion. 

– RWE confirmed Monday that annual earnings would come in at the higher end of forecasts after the utility received an 
EUR1.7 billion tax refund from the German government. Shares rose on the news, which was accompanied by RWE 
reporting first-half net income of EUR2.7 billion, including the refund, up from EUR457 million in the same period last 
year. The windfall came after Germany’s constitutional court ruled in June that a nuclear fuel tax imposed on national 
energy utilities was illegal. 
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– Danone shares rose sharply Monday after Corvex, a US activist hedge fund run by Keith Meister, revealed that it had 
acquired a stake of about $400 million in the EUR45-billion company, Bloomberg reported. Corvex said that it believed 
Danone could improve its management practices, but analysts suggested the hedge fund’s position is as yet too small to 
warrant defensive measures on behalf of the French consumer group, particularly as Corvex is already involved in a bid 
to end Clariant’s chemical tie-up deal with Huntsman. 

– Aldi announced Sunday that it had sealed a deal to partner with Instacart to deliver groceries in Los Angeles., Atlanta 
and Dallas, with an eye to expanding the concept across the U.S. if the pilot projects show potential. The move is Aldi’s 
first foray into online grocery sales and signals the German retailer’s intent to compete for a market worth $20.5 billion 
last year, and which is also being targeted by rivals Lidl and Amazon. Aldi said in June t would invest $3.4 billion to 
expand its U.S. store network to 2,500 from 1,600 by 2022. 

Japan 

– Tokyo stocks slumped to a three-month low last week, with geopolitical worries over threats from North Korea to target 
Guam with missiles keeping traders on edge. A firming of the yen versus the dollar added to the pressure on exporters. 
The Nikkei 225 Index fell 1.31% over the week to end at 19,470.41. 

– Fisco last week issued the first bitcoin-denominated bond, betting that the digital currency will soon become a legally 
recognized financial asset in Japan, chief product officer Masayuki Tashiro said Thursday. A Fisco subsidiary issued 
three-year debt worth 200 bitcoins (about $813,000 as of Wednesday) with the aim of testing the instrument’s potential 
for fundraising as an ever-increasing array of companies and investors seek to experiment with ways of driving returns 
from the original cryptocurrency. 

– Canon Electronics, IHI Aerospace, Shimizu and the Development Bank of Japan united to form New Generation Small 
Rocket Development Planning on Wednesday in a bid to capitalize on rising global demand for small rockets used to 
send satellites into space. The company plans to develop next generation, solid-fuel mini rockets capable of carrying 
payloads of 100kg, targeting a price point of Y1 billion or less per launch to compete with overseas rivals. Private 
demand for high resolution satellite image data is expected to drive strong sales of small rockets in the near to mid-term. 

– MS&AD Insurance Group said Monday that it will purchase a 6% stake in Challenger, a Sydney-based provider of 
retirement-focused insurance and asset management services, for Y44 billion. Challenger accounts for about half of 
Australia’s superannuation market by sales, and is well positioned to benefit from an expected explosion in the size of 
the market to about $7.5 trillion in 2035 from the current $1.6 trillion, driven by an aging population and regulatory 
requirements for Australian workers to contribute almost 10% of their regular pay towards their retirement. 

Asia-Pacific (ex. Japan) 

– China stocks advanced last week, taking impetus from a statement from the State Council that China will ease 
restrictions on foreign investment, which came shortly after the U.S. announced a probe into China’s intellectual property 
practices. Industrial and materials stocks provided support as investors overlooked the release of data showing that July 
factory output data missed forecasts while retail sales and fixed-asset investment prints also suggested headwinds for 
the economy. The Shanghai Composite Index gained 1.88% over the week to finish at 3,268.72. 

– Hong Kong stocks advanced last week, led by dip-buying on tech and commodity plays that suffered losses the previous 
week, and heavy buying of Tencent Holdings ahead of and after second-quarter earnings that beat expectations. The 
Hang Seng Index put on 0.61% over the week to reach 27,047.57. 

– Taiwan stocks were flat last week in the absence of local cues and investor caution over the political tensions in the U.S. 
and military tension over North Korea. The Taiex index was off 0.08% for the week at 10,321.33. 

– South Korea's Kospi was up 1.67% for the week at 2,358.37, on easing of North Korean tensions.  
– Singapore stocks fell last week in the face of concern over local banks’ exposure to the ailing oil and gas sector. The 

Singapore Straits Times Index was down 0.85% for the week at 3,251.99. 

Emerging Markets 

– Brazilian stocks rose to near six-month highs last week after the government reinstated tax breaks for the oil industry that 
lifted Petroleo Brasileiro, while strong commodities demand from China also boosted miners. The Bovispa rose 2.01% 
over the week to finish at 68,714.66. 

– Mexico stocks advanced last week, with traders apparently optimistic over the likely outcome of talks to renegotiate the 
North Atlantic Free Trade Agreement, which began with harsh words from the U.S. side over their intentions to rewrite 
the deal. The IPC increased 0.85% over the week to close at 51,075.46. 
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– Indian stocks moved higher last week, holding onto gains fueled by abundant cash holdings despite a Friday sell-off in 
bellwether stock Infosys after CEO Vishal Sikka abruptly quit the company as a result of an increasingly acrimonious 
feud with its founders. The BSE 30 advanced 1% over the week to end at 31,524.68. 

– Russia stocks rose last week as investors looked to emerging market plays for returns in the face of saturation on Wall 
Street. The RSTI was up 0.36% for the week at settle at 1,026.17. 

Alternative Assets 

– Crude oil prices fell last week after the Energy Administration reported that weekly U.S. production rose to its highest 
level in two years. An unconfirmed report on Friday that a major U.S. refinery had been temporarily closed came too late 
to reverse the weekly loss. Benchmark U.S. crude oil lost 0.6% over the week to finish at $48.51 a barrel in New York. 
Brent crude, the international standard, added 1.2% over the week to close at $52.72 a barrel in London 

– Gold prices fell last week despite briefly trading above $1,300 per ounce for the first time this year on Friday on the back 
of safe-haven demand driven by the terrorist attack in Barcelona and more turmoil in the White House. The breakthrough 
of the psychologically significant $1,300 mark prompted investors to take profits, leading to December bullion recording a 
0.2% loss for the week to settle at $1,291.60 per troy ounce. 

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 2.195% last week, inching up from 2.191% at the previous week’s 
finish, as the market struggled to find direction in a turbulent week that saw tensions around North Korea displaced by 
further uncertainty around the stability of Trump’s administration due to the departure of Steve Bannon and deep 
divisions over the president’s position on race relations.   

– Federal Reserve officials were split at their July policy meeting over how to respond to low inflation numbers at a time 
when unemployment continues to fall, though the policymakers agreed they were close to announcing the phase-out of 
balance sheet reinvestment, minutes of the meeting released Wednesday showed. The continued easing of financial 
conditions as equity prices added to their gains and long-term rates stayed low was another topic of discussion, with one 
official arguing it warrants a tighter monetary policy than would otherwise be required and another viewing the 
development as a general adjustment to lower long-term neutral rates. Several officials were prepared to announce a 
start date for reducing the Fed's balance sheet in July, the minutes said, though "most preferred to defer that decision 
until an upcoming meeting while accumulating additional information on the economic outlook and developments 
potentially affecting financial markets.” They noted the program was expected to contribute "only modestly to the 
reduction in policy accommodation" and would likely cause only a limited reaction in financial markets. 

– Minneapolis Federal Reserve Bank President Neel Kashkari stuck to his view Thursday that there's still slack in the labor 
market and, thus, no need to raise rates anytime soon. "There's no need to cool the economy down," he said in a 
moderated Q&A session at the Edina (Minn.) Rotary Club. "So far, inflation has continued to undershoot our target and 
wage growth has continued to be soft," he added. "So, I continue to maintain that there is no urgency to raising rates.” 
Kashkari, who is a voter this year on the policymaking Federal Open Market Committee, dissented on the two decisions 
earlier in the year to raise interest rates by 25 basis points.  

– The value of retail sales rose 0.6% in July, well ahead of expectations for a 0.3% gain, and followed a sharply upward 
revised 0.3% gain in June, data released by the Commerce Department Tuesday morning showed. Total retail sales 
were originally reported down 0.2% in June. May sales were also revised up and stand at flat now after being reported 
down 0.1% last month. July retail sales were still up 0.5% excluding the motor vehicle component, which posted a 1.2% 
surge in the month after rising 0.9% in the previous month. Retail sales ex. motor vehicles rose 0.1% in June, an upward 
revision from the previously reported 0.2% decline Excluding motor vehicles, gasoline, and building materials, "core" 
retail sales were up 0.5%. And for good measure, excluding food services as well as those three measures, retail sales 
were up 0.6%. 

– Initial claims for U.S. state unemployment benefits fell by 12,000 to 232,000 in the August 12 employment survey week, 
below the 240,000-level expected, data released by the Labor Department Thursday showed. Claims were at a level of 
234,000 in the July 15 employment survey week, so there was little change between mid-July and mid-August and no 
clear impact on August payrolls. The four-week moving average for initial claims, a better measure of the underlying 
trend of the data, fell for the third straight week. 

– The pace of housing starts fell by 4.8% to a 1.155 million seasonally adjusted annual rate in July, well below 
expectations for a rise to a 1.220 million pace, data reported by the Commerce Department Wednesday morning 
showed. There was a very slight downward revision to the pace of starts in June to 1.213 million, following a modest 
upward revision in May to 1.129 million. Housing starts of single-family homes fell by 0.5% in July after an 8.2% gain in 
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the previous month. Starts of multi-family homes fell 15.3% after a 5.7% June increase, based on an MNI calculation. 
The pace of unadjusted starts stands 5.4% below its year ago level, a sign that home building has slowed. However, the 
National Association of Home Builders housing index for July rose sharply, so some rebound is possible for August. 

UK 

– The yield on 10-year Gilts rose to 1.09% last week, up from 1.062% at the previous week’s finish, as traders were 
tempted into equities by sterling’s weakness and inflation data suggested there would be little movement from the Bank 
of England on monetary policy before the year is out.  

– Retail activity rose in July, courtesy of a jump in food-store sales, Thursday data showed, while previously-reported 
robust second quarter sales were confirmed. Sales volumes increased by 0.3% between June and July, matching the 
median MNI median forecast. On an annual basis, retail sales rose by 1.3%, falling just short of the MNI median for a 
1.4% improvement. Over the second quarter, retail activity expanded by 1.5%, unchanged from data released last 
month. That means the retail sector, which accounts for 5.6% of gross domestic product, added 0.09 percentage point to 
second quarter growth of 0.3%, as reported in the initial release of GDP.  Activity at predominantly food retailers, which 
comprises 39.8% of total sales, jumped by 1.5% last month, reversing a 1.1% slide in June. Supermarkets reported 
across-the-board sales gains, including renewed demand for non-food items such as clothing and footwear and 
household goods, according to a National Statistics official. 

– UK regular earnings declined in inflation-adjusted terms in the second quarter, the fourth consecutive three-month 
period, even as unemployment fell to a new 42-year low. Joblessness, as measured by the Labour Force Survey 
released Wednesday, fell to 4.4% between April and June, in line with the median forecast, from 4.5% in the three 
months to May, the lowest level of unemployment since the three months to June 1975. But the steady fall in joblessness 
has failed to translate into higher earnings, with real wages declining in the second quarter over the same period of 2016, 
after dipping into negative territory earlier this year. Total weekly earnings increased by an annual pace of 2.1% in the 
three months to June, well above the MNI median forecast of 1.8%, up from a 1.9% gain in the previous three months. 
But with inflation touching 2.6% in June, real wages, including bonuses, declined by 0.5% in the second quarter, albeit at 
a slightly slower pace than recorded in the three months to May. 

– Consumer price inflation steadied in June, but input inflation decelerated sharply from the highs recorded at the start of 
the year, as sterling continues to recover from last year's plunge, Tuesday data showed. The consumer price index 
increased by an annual rate of 2.6% last month, matching the MNI median forecast of 2.6% and the 2.6% rise in June. 
The result was also in line Bank of England staff forecast of a 2.6% annual rise in July, as reported in the August 
Quarterly Inflation Report. That takes inflation above the Bank's 2.0% target for the sixth straight month, but the 
moderation from the 2.9% rate touched in May could dampen discussion of a near-term rate hike. 

– EU officials on Tuesday dismissed Britain's proposal for an interim customs agreement following Brexit, saying other 
divorce issues must be settled first. In the second of a series of position papers on Brexit, the UK government proposed 
a temporary period of tariff-free, light-bureaucracy trade to address concerns of companies about disruptions following 
Brexit. But Guy Verhofstadt, the European Parliament's Brexit coordinator, rejected the proposal before it was even 
officially published. "To be in & out of the Customs Union & "invisible borders" is a fantasy," Verhofstadt said in a Twitter 
post adding “First need to secure citizens’ rights & a financial settlement.” The European Commission said in a statement 
Tuesday that "we take note of the UK's request for an implementing period and its preferences as regards the future 
relationship, but we will only address them once we have made sufficient progress on the terms of the orderly 
withdrawal.” 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to 0.415% last week from 0.382% at the previous week’s close, as investors 
reacted to a slightly softer-than-expected first estimate of German second-quarter GDP.  

– European Central Bank policymakers expressed "concerns" about a possible excess appreciation of the euro in their 
most recent policy meeting on July 20, according to the accounts of the meeting, released Thursday. Policymakers 
"remarked that the appreciation of the euro to date could be seen in part as reflecting changes in relative fundamentals in 
the euro area vis-a-vis the rest of the world.” But "concerns were expressed about the risk of the exchange rate 
overshooting in the future," according to the minutes. The euro fell briefly back below the $1.17 level after the accounts 
were released, dropping to around $1.1675 before rebounding. Policymakers in July also expected upcoming headline 
inflation to be "slightly lower than previously expected, mainly owing to recent developments in oil prices and exchange 
rates," according to the accounts. 

– Euro area July headline inflation was unchanged from the June print, while the stubbornly low core reading was higher, 
according to final data released by Eurostat on Thursday. The final July headline reading of 1.3% on the year was in line 
with preliminary estimate, unchanged on the 1.3% recorded in June and remaining below the ECB’s target of “below but 
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close to 2%.” Excluding energy and unprocessed food, inflation came in at 1.2% on the year, above the 1.1% seen in 
June and the 0.9% seen in May. Category data show that this month's data was driven by energy, with an annual rate of 
2.2% following on from June's 1.9% and May's 4.5%. Unprocessed foods were down to 0.6% versus 1.0% in June and 
1.6% in May. Services inflation remained broadly stable at 1.6% in July compared with last year, unchanged from June's 
print. 

– Euro area economic growth in the second quarter of 2017 accelerated on both annual and quarterly readings, though the 
rate of acceleration was much higher on an annual basis, data released by Eurostat Wednesday showed. The updated 
flash estimate confirmed GDP growth at 0.6% on quarter in the second quarter, up from the 0.5% on quarter growth in 
the first quarter. On the year, GDP rose to 2.2% on year (revised upwards from 2.1% in preliminary flash reading) from 
1.9% in the previous quarter, offering supporting evidence to the recovery in the economies of the Eurozone. 

– Euro area industrial production eased in June, falling 0.6% on month, following three months of growth, Monday data 
showed. The decline was in line with analysts' expectations. Industrial production fell by 0.6% on the month in June in the 
euro area following a rise of 1.2% in May (revised down from a rise of 1.3% previously). Industrial production contracted 
for the first time since February when it fell by 0.2% on the month and places second quarter production on a stronger 
pedestal than the previous three months. Across the whole European Union (EU-28), production fell by 0.5% on the 
month in June from 1.2% in May. On an annual basis, production eased to 2.6% in June compared to a year ago in EA-
19, after a slight downward revision of 3.9% in May from 4% previously. Despite the fall, industrial production remains at 
a relatively strong footing and as also indicated by other business surveys, it supports the recovery in the economies of 
the Eurozone. 

Japan 

– The yield on 10-year JGBs fell to 0.028% last week, down from 0.055% at the previous week’s finish, as the Bank of 
Japan continued program of strictly control over the yield on benchmark government debt offset any impact from 
stronger-than-expected second quarter growth data.  

– Japan's economy for the April-June quarter on Monday posted stronger-than-expected growth of 1.0% on quarter, or an 
annualized 4.0%, as strong domestic demand – led by consumption, business investment and public investment – offset 
what is seen as a temporary slip in external demand. It was much stronger than the MNI median economist forecast for 
0.7% on quarter or an annualized 2.6%. The sixth straight quarterly expansion in GDP followed a revised 0.4% rise on 
quarter (revised from 0.3%), or an annualized 1.5% (revised from 1.0%), in January-March. The second-quarter growth 
was well above the BOJ’’s potential growth rate estimate of somewhere between 0.5% and 1%. The GDP data showed 
that private consumption, which accounts for about 60% of GDP, posted the sixth straight quarterly rise last quarter, 
backed by a modest recovery in average wages amid a tight labor supply and stable fresh food prices. Net exports of 
goods and services made a negative 0.3 percentage point contribution to total domestic output, in what government 
officials and economists see as a temporary dip in shipments to Asia. 

– Japanese exports rose 13.4% on year in July, as largely expected (the MNI median economist forecast was for 13.6%), 
data released Thursday show. It was the eighth straight year-on-year increase after rising 9.7% in June, reflecting a 
gradual pickup in global growth. The increase was led by higher shipments of automobiles, ships and auto parts. 
Japanese officials expect a pickup in exports and production to continue leading a modest recovery in the domestic 
economy. Imports gained 16.3% on year vs. the MNI median forecast of 17.0%, marking the seventh straight year-on-
year rise after 15.5% in June, led by increases in purchases of coal, liquefied natural gas, coal and computers. The July 
trade balance came to a surplus of Y418.8 billion, which was larger than the MNI median forecast for Y392.0 billion. It 
was the second consecutive black ink after a surplus of Y439.8 billion in June and compared with a surplus of Y504.5 
billion in July 2016. 

– The Bank of Japan Wednesday lowered the size of its purchase of Japanese government bonds with a remaining life of 
5- to 10-years per operation to Y440 billion from Y470 billion. The cut in JGB buying, the first since July 24, is aimed at 
preventing the 10-year bond yield from falling further amid continued tight supply-demand conditions. The 10-year bond 
yield fell to 0.045% Tuesday, the lowest level since June 27. After the operation Wednesday, 10-year bonds traded at 
0.05%, although there was no trading of these bonds prior to the BOJ operation. 
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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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