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Weekly market watch  
 
As at Friday September 15, 2017 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  27807.59 139.12 26.42% 19.16% 
India  BSE 30 32272.61 585.09 21.26% 13.58% 
Japan  Nikkei  19909.50 634.68 4.16% 21.36% 
Singapore  STI  3209.56 (19.00) 10.74% 14.40% 
South Korea  KOSPI  2386.07 42.35 17.75% 19.34% 
Taiwan  WSE 10580.41 (29.54) 14.34% 18.85% 
Shanghai     COMPOSITE 3353.62 (11.62) 3.23% 11.68% 
Europe 
France  CAC  5213.91 100.42 7.21% 19.22% 
Germany  DAX  12518.81 214.83 9.04% 20.01% 
Italy  FTSE MIB  22229.49 452.83 15.57% 33.95% 
Russia  RTSI  1121.01 3.95 (2.49%) 15.56% 
UK FTSE 100  7215.47 (162.13) 1.02% 7.21% 
Americas 
Brazil  IBOV  75756.52 2677.67 25.78% 30.82% 
Mexico  IPC  49921.84 (161.96) 9.37% 8.71% 
Nasdaq  CCMP  6448.47 88.28 19.79% 22.84% 
US  S&P 500  2500.23 38.80 11.68% 16.44% 
US   DOW  22268.34 470.55 12.68% 22.27% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3090 0.9900 1.0840 0.8910 
10 Year OAT 0.7100 0.6160 0.7260 0.3330 
10 Year Bund  0.4330 0.3120 0.4330 0.0320 
10 Year Japan  0.0020 0.0040 0.0500 -0.0380 
10 Year Treasuries  2.2010 2.0507 2.2728 1.6907 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.25 3.75 3.50 
Canada  3.20 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 rose to record highs last week, lifted by a rally in telecoms and financial issues, as investors continued a 
trend buying on dip related to North Korean missile tests. Investors also looked past declining domestic retail sales and 
industrial production in August, which along with consumer sentiment were negatively impacted by the fallout from 
hurricane Harvey. The Dow Jones Industrial Average rose 2.16% over the week to close at 22,268.34, the Standard & 
Poor’s 500 added 1.58% to finish at 2,500.23, while the Nasdaq put on 1.39% to settle at 6,448.47.  

– Apple unveiled the iPhone X Tuesday, and with it plans to test consumers’ willingness to pay $1,000 for a new 
smartphone. At a landmark event at its new Apple Park headquarters, the company unveiled a phone that combines an 
infrared camera with a security system that uses facial recognition and animated emojis. Sales will show whether fans 
will stay loyal to Apple given that the phone lacks significant hardware innovation. 

– Shares in Equifax fell further Tuesday, after the U.S. Federal Trade Commission said it is looking into the massive data 
breach at the company, even as Senate Democratic leader Chuck Schumer likened the situation to Enron and suggested 
its top executives should resign. Tuesday’s losses meant the stock was off 32% since Equifax announced the hack on 
September 7, a full month after it occurred. The Federal Bureau of Investigation has already opened an investigation into 
the breach, which involved the theft of personal data of 143 million Americans. Two House of Representatives 
committees are now also probing the hack and its apparent mishandling, while lawmakers have already introduced 
various legislation stipulating that data brokers must be held responsible for missteps leading to breaches of privacy. 
Equifax on Wednesday said the hack came as a result of its failure to install a software patch update. 

– DowDuPont appeared to bow to activist shareholder pressure Tuesday as it agreed to adapt its restructuring plans in 
favor of a scheme to split into three businesses: an agricultural company, a materials science operation and a specialty 
products business, but with units accounting for some $8 billion in annual sales shifting from materials science to 
specialty products as a result of shareholder pressure. The move, which falls short of kowtowing to pressure from Third 
Point to split the company into six units rather than three, aims to allay investor concerns that the materials science 
company would have had too broad product range. 

– Citigroup warned Monday of third-quarter trading revenues were down 15% on year, following a 5% fall in the previous 
quarter, with low volatility when compared with the trading booms surrounding the inauguration of US President Trump 
and the Brexit referendum result cited as the primary reason for the declines. Citi is the first of the major banks to report 
guidance and the disappointing indications were met with a muted response by analysts, who largely expect fixed 
income and equities trading volume and results to trend down in the latter half of the year. On Wednesday, JPMorgan 
CEO Jamie Dimon echoed the warning, priming investors for third-quarter trading revenues to be down 20%.  

– Social Finance Inc. (SoFi) boss Mike Cagney announced Monday that he would step down as chief executive of the 
fintech company in the face of two lawsuits, one alleging that the company had tried to silence a sexual harassment case 
and the other that it had failed to uphold California law in the breaks and pay it had provided to employees. Cagney said 
the lawsuits had become a distraction that were adversely affecting the performance of the company. He will stay on until 
the board finds a successor, while board member Tom Hutton will immediately replace him as chairman. 

UK 

– London stocks fell sharply last week as investors reacted to a rise in the value of sterling to its highest level versus the 
dollar since Brexit as a result of Bank of England comments suggesting a rise in interest rates is on the way in the next 
couple of months. A stronger pound depresses earnings of London-listed multinationals. The market appeared to take 
news of a suspected terrorist attack on a Tube train in Parsons Green in its stride. The FTSE 100 lost 2.20% over the 
week to finish at 7,215.47. 

– JD Wetherspoon shares rose almost 10% Friday after the pub chain reported like-for-like sales in the year to end-July 
rose 4%, taking pre-tax profit up 16% to GBP76.4 million. Chairman Tim Martin said that sales since the reporting period 
had shown stronger growth, but warned that it would need sales to continue to rise about 4% just to maintain the same 
level of profitability in the face of rising alcohol duty and business rates, as well as the effect of minimum wage increases 
– amounting to cost increases of up to GBP35 million. Weatherspoon’s cautious note echoed that of other UK retailers 
such as John Lewis and Next, which despite reporting strong recent performance warned that weak levels of consumer 
spending, as well as the impact of rising mortgage costs linked to a likely increase in interest rates, would crimp 
consumers’ willingness to hit the high street. 

– The market value of Interserve halved Thursday after the outsourcing group warned that full-year profits would be 
significantly below forecasts as a result of disappointing trade at both its support services and construction divisions. 
Interserve also said that costs relating to its efforts to exit an energy-from-waste venture would exceed the GBP160 
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million it has so far set aside. Recently appointed CEO Debbie White, formerly of rival Sodexco, is attempting to steer the 
company towards support services rather than construction to maximize profit, but is facing a cost squeeze as a result of 
increases to the national minimum wage. Analysts decried the lack of detail in the profit warning, which left investors no 
choice but to head for the exits. 

– Goldman Sachs on Tuesday invested GBP100 million of debt and equity financing in Neyber, a fintech startup that offers 
loans to company employees at market-beating rates linked to a system that deducts repayments directly from their 
salaries. The investment is Goldman’s first in the UK lending market, and positions the bank as a minority shareholder 
behind Neyber founders, the Wadhawan Group, an Indian financial services firm that led a GBP21 million funding round 
in August, and Police Mutual, a founding investor. Co-founder Martin Ijaha told the Financial Times that the Goldman 
financing will enable it to expand its lending book over the GBP70 million it has extended to date, as it targets GBP1 
billion share of the GBP40 billion in unsecured consumer loans granted in the UK each year. 

– JD Sports said Tuesday that it expects profit growth to come in at the higher end of expectations this year, between 
GBP269 million and GBP290 million, returning to form after disappointing investors earlier this summer with an update 
that forecast merely meeting guidance. Stakeholders had become accustomed to JD’s aptitude for riding the wave in 
athleisure resulting in better-than-expected performance. JD also said first-half revenues rose 41% on year to GBP1.4 
billion, with pre-tax profit up 33% to GBP102.7 million.  

– Ultimate Products shares dropped more than 40% Monday as the consumer group that manages brands such as 
Dreamtime and Russell Hobbs warned that revenue growth will likely to stall this year amid a tough trading environment 
that has seen consumers rein in spending on non-food items. UP said first-half revenues grew 39% on year to GBP110 
million, and that full-year profit would likely beat expectations, while net debt is also earmarked to come in lower than 
expected due to a credit linked to its March initial public offering. 

Europe (ex. UK) 

– European stocks posted their best week since July last week, coming off a five-week high Friday that was driven by 
attractive valuations, especially in the view of U.S. investors looking for currency exchange benefits. The Eurofirst 300 
was up 1.33% for the week at 1,495.38. 

– Nestlé on Thursday agreed to buy a 68% stake in Blue Bottle, the California-based coffee roaster and retailer, for about 
$425 million, according to a Reuters report. The deal marks an initial foray into upmarket, single-origin coffee brands by 
the maker of Nescafe and Nespresso as consumers shift away from mass-market brands. The acquisition is the fourth 
the Swiss company has made this year under the tenure of new chief executive Mark Schneider, who was brought in to 
reverse Nestlé’s record of missing its sales target four years running, and it is under pressure from activist investor Third 
Point to improve its margins. Nestlé hopes to take advantage of Starbucks’s loosening grip on the U.S. coffee market, 
which is forecast to reach $4.4 billion by 2021 from its current $2.9 billion, by tapping into the popularity of so-called third 
wave coffee roasters like Blue Bottle. 

– Munich Re led the charge among insurers to declare the third-quarter a washout for profits as a result of claims relating 
to hurricanes Harvey and Irma, with the German reinsurer suggesting Thursday that it would likely register a loss in the 
period, compared with profit of EUR684 million in the same period last year. Analysts said reinsurers, rather than their 
primary counterparts, would likely bear the brunt of the natural-disaster related losses, expected to total about $40 billion 
across affected areas in both Texas and Florida, due to the structure of insurance provision in the two U.S. states. 

– Deutsche Börse moved to end a long-running investigation into insider trading Wednesday after its CEO Carsten 
Kengeter said he would personally pay a charge of about EUR500,000, and the company agreed to accept two further 
fines. In addition to the personal penalty, a Frankfurt prosecutor suggested the bourse operator should pay EUR5 million 
for insider trading relating to its plans to merge with the London Stock Exchange, specifically a purchase of 60,000 
shares by Kengeter two weeks prior to the start of formal talks between the pair, as well as a further EUR5.5 million for 
its alleged failure to disclose market sensitive information relating to the deal. Deutsche Börse said it would not confirm if 
it will renew Kengeter’s contract when it expires in March until after the settlements and related probes are completed. 

– Vodafone announced Monday that it would spend EUR2 billion over the next four years on ultrafast fiber-optic cable and 
related internet services in Germany, seeking to connect an additional 13.7 million consumers and businesses, and 
challenge Deutsche Telekom’s dominance in offering bundled broadband, TV and mobile services. Analysts said the 
move would pressure cable operator Liberty Global, with whom Vodafone has been pursuing talks over asset 
combinations, to come to the negotiating table, or risk rivals opening discussions on combined investments in similar 
fiber-optic deployments. Vodafone said it expects the investment, which targets expansion in rural and corporate 
settings, to expand its service revenue growth rate by two percentage points starting in fiscal 2019. 

– ManoMano secured EUR60 million in a fundraising round led by private equity firm and venture capitalist General 
Atlantic last weekend, as the French DIY website gathered investment support for its ongoing bid to challenge brick-and-
mortar competitors like B&Q in the UK and Germany. ManoMano is set to achieve sales of EUR280 million this year, 
more than three times the level of 2016, as it expands its operations in Germany and the other five European companies 
in which it operates. General Atlantic’s Chris Caulkin noted that just 5% of DIY business has transitioned online, 
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compared with about a fifth for categories like clothes, suggesting the scale of the opportunity for ManoMano in DIY’s 
EUR260 billion European market. 

Japan 

– Tokyo stocks recorded their biggest weekly gain in 10 months last week, with investors reveling in the prospect of a 
stronger dollar boosting performance of Japanese exporters. The Friday launch of yet another missile by North Korea 
that sailed over Japan and into the Pacific did little to perturb the market. The Nikkei 225 Index gained 3.29% over the 
week to end at 19,909.50. 

– Japan Airlines will launch code-sharing flights with Vietjet Air as early as March, Nikkei Asian Review reported 
Wednesday, citing the boss of the Japanese carrier. The deal will enable JAL, which operates three daily routes between 
Japan and Vietnam, to leverage the local budget carrier’s network connecting Vietnam’s major cities and resorts, putting 
it in prime position to benefit from a recent relaxation of visa requirements for Vietnamese citizens by the Japanese 
government. The move also marks the end of bailout restrictions that had prevented JAL from expanding routes, leading 
to a new Narita-Melbourne flight as well as extra trips to London. 

– Toshiba on Wednesday signed a memorandum of understanding with Bain Capital over plans to begin accelerated 
negotiations over the sale of its memory unit. Bain leads a consortium comprising South Korea’s SK Hynix, Innovation 
Network Corp. of Japan and the Development Bank of Japan. Despite the MOU, Toshiba will leave the door open to 
other bidders, including its joint venture partner Western Digital, but hopes to close with the Bain group next week. 

– Japan’s government said Monday that it would conduct a follow-on share sale of Japan Post Holdings worth up to Y1.4 
trillion, letting go a stake of more than 20% in addition to the initial 11% it spun off in its 2015 public offering of Japan’s 
largest state employer and its insurance and banking units. The government plans to sell up to a billion shares in Japan 
Post as part of a continuation of its plan to raise money to fund reconstruction work in areas damaged by the 2011 
tsunami. Final pricing will be determined later this month, despite shares in Japan Post dropping as much as 3% on the 
announcement on concerns over the sale disrupting the demand-supply balance in shares, as well as declining mail 
volumes at Japan Post and persistently low interest rates that have sapped performance at its insurance and banking 
subsidiaries. 

Asia-Pacific (ex. Japan) 

– Mainland Chinese stocks lost ground last week, pulling back after factory output, fixed-asset investment and retail sales 
all missed estimates in August. Industrial production rose 6.0%, against expectations for 6.6%, FAI was up 7.8%, missing 
forecasts for 8.2% and retail sales gained 10.1%, falling short of predictions for a 10.5% rise. The Shanghai Composite 
Index fell 0.35% over the week to settle at 3,353.62. 

– Hong Kong stocks traded in the green last week, lifted by mainland property developers after data showed housing sales 
and investment were among the few bright spots in the August data dump. The Hang Seng Index added 0.5% over the 
week to close at 27,807.59. 

– Taiwan stocks fell last week as investors took their lead from a fall in the valuation of Apple and sold stocks of its 
suppliers after a muted reaction to Tuesday’s iPhone release event. The Taiex index was down 0.28% for the week at 
10,580.41. 

– South Korean stocks rose last week, as traders thumbed their noses at the latest North Korean missile launch and 
focused on expectations that corporate profits are on track to double this year. The Kospi put on 1.81% over the week to 
reach 2,386.07. 

– Singapore stocks declined last week, with investor turned off by the weaker than expected China data and the impact of 
a stronger dollar on Singapore-listed global firms. The Straits Times Index was off 0.59% for the week at 3,209.56. 

Emerging Markets 

– Brazil stocks rose last week, touching a new all-time high as traders put their money behind president Michel Temer’s in 
his bid to push through market-friendly reforms and beat charges of obstruction of justice and racketeering that were 
leveled against him on Thursday. Expectations are that lawmakers will clear Temer of wrongdoing and allow him to 
implement much-needed reforms to the social security system. The Bovispa climbed 3.66% over the week to close at 
75,756.52. 

– Mexico stocks fell to their lowest level in nearly two months last week as traders opted for caution ahead of 
Independence Day celebrations. The IPC was down 0.32% for the week at 49,921.84. 

– Indian stocks rose last week, given impetus by buying of banking, auto and capital goods stocks. The market overcame 
the release of data showing August inflation rose to 3.36% in August from 2.36% in July, on deal-making activity, notably 
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a pricing agreement on natural gas with Australian suppliers. The BSE 30 put on 1.85% over the week at settle at 
32,272.61. 

– Russian stocks rose last week, buoyed by higher crude oil prices as well as the central bank’s decision to cut the key 
interest rate by 50 basis points to 8.5% and its plan for further cuts in the next six months. The RSTI added 0.35% over 
the week at end at 1,121.01. 

Alternative Assets 

– Crude oil prices rose last week to notch their biggest weekly gain since end-July as traders put aside the impact of 
hurricane Harvey and focused on indications of tightening supply from both U.S. producers and OPEC. The International 
Energy Agency reported Wednesday that global oil supply declined in August, and forecast an increase in demand for 
the year. The price of U.S. crude oil rose 5.1% over the week to settle at $49.89 a barrel in New York. Brent crude, the 
standard for international oil prices, gained 3.4% over the week to close at $55.62 a barrel in London. 

– Gold prices fell last week, plumbing September lows as a rally in equities to record highs tempted investors away from 
bullion, despite a 0.3% decline in the U.S. dollar index. Prices found a solid floor as a result of the impact of the 
suspected terror attack in London and the ongoing brinksmanship by North Korea. Gold for December delivery dropped 
1.9% over the week to settle at $1,325.20. 

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 2.201% last week, up from 2.0507% at the previous week’s finish, 
reflecting improving confidence over President Trump’s ability to cut deals on Capitol Hill, as well as better-than-feared 
forecasts for the cost of damage relating to hurricanes Harvey and Irma. Mixed data stoked uncertainty over whether the 
Federal Reserve will raise interest rates again this year.  

– The value of retail sales fell 0.2% in August, below of expectations for a 0.1% gain, and following a downward revised 
0.3% gain in July, data released by the Commerce Department Friday morning show. Total retail sales were originally 
reported up 0.6% in July.  August retail sales were up 0.2% excluding the motor vehicle component, which posted a 
1.6% decline in the month after a flat reading in the previous month. Retail sales ex. motor vehicles rose 0.4% in July, a 
downward revision from the previously reported 0.5% gain. Excluding motor vehicles, gasoline, and building materials, 
"core" retail sales were down 0.1%. And for good measure, excluding food services as well as those three measures, 
retail sales were down 0.2%. 

– The Consumer Price Index rose 0.4% in August, slightly ahead of expectations for a 0.3% gain, due to a sharp rise 
in gasoline prices, while core CPI posted an as-expected 0.2% rise, but was close to being rounded up to +0.3%, 
data released Thursday by the Bureau of Labor Statistics showed. Within core CPI, owners’ equivalent rents rose 
0.3%, while the lodging away from home category rose 4.4% after a record 4.2% plunge in July. Prices of new vehicles 
were flat, and used vehicles prices were down 0.2%, but apparel prices rose 0.1%. Food prices were up 0.1% in August, 
with food at home down and food away from home up. Total CPI excluding just food prices would have been up 0.5%. 

– Initial jobless claims fell by 14,000 to 284,000 in the September 9 week, a surprise decline that suggests workers are 
having trouble filing for benefits. Unadjusted filings in Texas fell by 11,800 after rising by 51,683 in the previous week, but 
is likely to rebound as offices open. There was no impact from Hurricane Irma on Florida claims this week, but claims 
were estimated by Florida, Georgia, South Carolina, and the Virgin Islands, as the storm made it hard to tally and report 
the data. 

– Final demand PPI rose 0.2% in August and was up 0.1% excluding food and energy prices, compared with 
expectations for 0.3% gain for overall and 0.2% core, respectively, data released Wednesday by the Bureau of 
Labor Statistics showed. The core rate the BLS prefers, excluding changes in volatile profit margins as well as food 
and energy, was up 0.2% in August. Energy prices rose 3.3% in August, led by a 9.5% jump in gasoline prices. 
BLS senior analyst Scott Sager told Market News International that Hurricane Harvey occurred too late in the 
month to be captured by the PPI data. Food prices, however, were down 1.3% on sharp pullback in the prices of 
wheat, vegetables, fruits, and meats. Trade services prices themselves were flat in the month, while overall 
services were up 0.1%. Services prices outside of trade services and warehousing were up 0.1%, restrained by 
hotels services prices and securities and brokerage margins. 

– Consumers are reporting to have a relatively stable outlook on the economy, with the labor market showing 
continued strength. Consumers' inflation expectations for three-year ahead time frame saw a marginal drop to 
2.6% from 2.7%, while the one-year ahead was unchanged at 2.5%, the New York Federal Reserve Bank reported 
Monday. In addition to the inflation expectations for the one-year time horizon being unchanged, the "median 
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inflation uncertainty--or the uncertainty expressed by respondents regarding future inflation outcomes--was 
unchanged at the one-year horizon," but saw a decline for the three-year horizon to a new series low of 2.34% in 
August, down from 2.6% in July. 

– The value of business inventories rose 0.2% in July, as expected by analysts and predicted by an MNI calculation, while 
business sales were also up 0.2%, a Commerce Department report Friday showed. Retail inventories fell 0.1%, revised 
up slightly from the 0.2% decline reported in the advance estimate. Wholesale inventories rose 0.6% in the month, while 
factory inventories were up 0.2%. Business inventories would have been up 0.3% in July if a flat reading for retail motor 
vehicle inventories was excluded, according to MNI calculations. Retail inventories, after excluding the motor vehicle 
inventory gain, were down 0.2% in the month, unchanged from the advance estimate. The remaining retail components 
were mixed, with inventory gains for furniture, building materials, and food stores partially offset by declines at clothing 
stores and general merchandise stores. 

UK 

– The yield on 10-year Gilts rose to 1.309% last week, up from 0.990% at the previous week’s finish, pushed higher by the 
strengthening pound at expectations for an interest rate rise in the coming months.  

– Bank of England Monetary Policy Committee Gertjan Vlieghe rocked markets Friday by giving his support to the majority 
view on the MPC that a rate hike could well be justified in coming months, However, he still firmly believes that 
equilibrium real interest rates are low and that demographics may push them lower still. Vlieghe's view is that recent 
economic data support the case for tightening soon. At the same time, new Bank research tallies with his belief that 
demographics and distribution of income have, and will continue, to put downward pressure on real equilibrium interest 
rates, so when Bank Rate starts to rise it may not be long before it hits its ceiling. 

– The Bank of England Monetary Policy Committee minutes for September contained a new line that monetary policy was 
likely to be tightened in coming months, which divided the MPC but was backed by the majority, including governor Mark 
Carney, as later revealed in a TV interview. If the economy evolves as the MPC is forecasting, with subdued growth, 
diminishing slack and elevated inflation, a near-term Bank Rate on a split vote now looks the most plausible outcome. In 
August, the MPC members warned that policy could have to be tightened by more than market curves were implying but 
at the time that line failed to shift expectations. In the September minutes the MPC took it a step further, introducing a 
timeframe at the cost of splitting its membership. "A majority of MPC members judged that if the economy continued to 
follow a path consistent with prospect of a continued erosion of slack ... some withdrawal of monetary stimulus was likely 
to be appropriate over the coming months in order to return inflation sustainably to target," the minutes said. 

– UK unemployment fell to a new four-decade low in the three months to July, but the strong pace of job creation has failed 
to translate into wage growth, with inflation-adjusted earnings declining for the fifth consecutive three-month period. 
Joblessness, as measured by the Labour Force Survey released Wednesday, slipped to 4.3% between May and July, 
below the MNI median forecast of 4.4%, from 4.4% in the three months to June, the lowest level of unemployment since 
the three months to May of 1975 when it stood at 4.2%. The outturn fell short of the 4.4% jobless rate forecast of Bank of 
England staff for the three months to July, as published in the August Quarterly Inflation report. Nominal wage growth fell 
well short of expectations, leaving earnings in negative territory. Total weekly earnings increased by an annual pace of 
2.1% in the three months to July, well below the MNI median forecast of 2.4%, matching the 2.1% gain in the previous 
three months. But with inflation at 2.6% in July, real wages, including bonuses, actually declined by 0.4% in the latest 
period. However, the decline is less than the peak 0.6% fall suffered in the three months to May. 

– A survey of UK property surveyors released Wednesday found evidence of a regional divergence in the UK housing 
market, with price rises only marginal at a national level, with demand little changed in August. The Royal Institution of 
Chartered Surveyors survey found a net 6% of respondents reported a rise in house prices in the three months through 
August, having held flat at a net 1% in July. Significant variances in house prices were found across the country, with the 
London price stuck firmly in negative territory and posting the worst outturn since 2008. Prices also turned softer in the 
South East albeit to a lesser extent. East Anglia and Newcastle also saw house price growth deteriorate in August. 
Elsewhere in the UK, prices were reported to be fairly resilient with Northern Ireland, the North West, Scotland, and the 
South West seeing the firmest increases in net terms. 

– Consumer price inflation accelerated in August, courtesy of a jump in clothing prices, while intermediate inflation gained 
pace after six months of decline, Tuesday data showed. The consumer price index increased by an annual rate of 2.9% 
last month, matching the May outturn and last higher in April of 2012, exceeding the MNI median forecast of 2.7%, after 
a 2.6% rise in July. Clothing and footwear prices jumped by 4.6%, the biggest rise since September of 1989, driven by 
unusually-large increases associated with the introduction of new autumn lines. Clothing and footwear prices rose by 
2.4% between July and August, compared to a 1.0% increase in the same period of 2016, leaving clothing and footwear 
to account for 0.11 percentage points of the change in annual CPI. The result exceeded Bank of England staff forecast of 
a 2.7% annual rise in August, as reported in the August Quarterly Inflation Report. That takes inflation above the Bank's 
2.0% target for the seventh straight month. 
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Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to 0.433% last week, up from 0.312% at the previous week’s finish, in line 
with the global shift out of safe haven assets amid the rally in equities.  

– Sweden and the Czech Republic are the closest countries to joining the single currency in terms of convergence criteria, 
the European Commission Vice President in charge of the euro said Thursday. VP Valdis Dombrovskis told journalists in 
Tallinn ahead of an Ecofin meet that the two countries were technically closest. "Some countries are almost there: 
Sweden is one, Czech Republic is another," he said.  Commission President Jean-Claude Juncker appeared to up the 
ante on euro rejecters in his State of the Union address Wednesday, saying that: "The euro is meant to be the single 
currency of the European Union as a whole”. But despite the weight of expectation heightened by Juncker, the bloc has 
no legal recourse to force countries to be part of the club, so those dragging their feet -- Poland, for example -- can't be 
forced into action. 

– Confindustria, Italy's leading industrial lobby, Thursday raised its previous country growth forecasts following 
improvements in the economic outlook but warned on the downside risks posed by a tightening in monetary policy at 
European level. In its Economic Scenarios report, the lobby group raised this year's GDP forecast to 1.5% from the 1.3% 
predicted in June, with forecast 2018 growth upped to 1.3% from 1.1%. The group added that an additional 0.5% of 
growth is expected from the new budget law, soon to be cleared by government. Confindustria's brighter predictions are 
in line with those of the Bank of Italy and International Monetary Fund, both of whom recently lifted their country growth 
forecasts. Italy is no longer the "Cinderella" of Europe, said the report. "The economy has returned to the same levels 
prior to the second crisis of 2011-2013". However, the report noted that the country is still 4.7% of GDP behind levels 
seen ahead of the 2008 global financial crisis. 

– The French economy is set to grow by the most rapid pace since 2011 but inflation will remain low and high government 
spending will continue to increase France's debt burden, the Organization for Economic and Cooperation and 
Development said Thursday. In a survey of the French economy, the Paris-based OECD forecast growth of 1.7% this 
year and 1.6% in 2018, up substantially from estimates of 1.3% and 1.5%, respectively, made in June. As elsewhere in 
the Eurozone, the expansion in France is being driven by rising household consumption as unemployment declines and 
by increasing business investment as the European Central Bank keeps financing rates at record lows, the OECD said. 
"The economy, although still a bit weaker than the euro-area average, is expanding, and the labour market is gradually 
recovering," the organization said. 

– Euro area industrial production expanded slightly in July, rising by 0.1%, surpassing analysts' expectations of 'no' growth, 
Wednesday data showed.  Industrial production rose 0.1% on the month in July across the euro area, following a fall of 
0.6% in June, which had ended a run of three consecutive months of growth. The May data was stronger than previously 
estimated, being further revised to 1.4% from 1.2% and 1.3% previously. The July data marks a soft start to the third 
quarter, albeit a positive one, with production growth expected to pick-up in subsequent months, as indicated by 
business surveys. In the European Union (EU-28), production continued to contract, falling by 0.3% on the month in July 
from 0.6% in June (revised down from 0.5% previously). This was the second month of contraction following May's solid 
growth of 1.4% (revised upwards from 1.2% previously). 

Japan 

– The yield on 10-year JGBs fell to 0.002% last week, down from 0.004% at the previous week’s finish, as traders reacted 
to the latest North Korean missile launch and threats from Pyongyang to “sink Japan”.  

– Japan has almost 68,000 centenarians, by far the highest per capital level in the world, data from Japan's Ministry of 
Health, Labor, and Welfare showed Friday. The combination of the world’s highest proportion of people aged over 65 as 
well as a falling birth rate and strict immigration controls has stoked fears over the economy’s ability to provide for its 
aging population. Within the past few years, Japan has experienced a population decline of nearly 1 million, a trend that 
has sparked debate over whether automation can help stave off an economic downturn as younger workers struggle to 
provide for their elders. 

– After four consecutive months of improving confidence leading to a decade-high level of positivity over the outlook for 
manufacturers in Japan, September will likely see sentiment head into reverse as a result of uncertainty over the 
prospect for the economies of China and the U.S., a Reuters polI that tracks the quarterly tank survey showed Friday. 
The monthly poll showed that current service sector sentiment is running at its highest level in two-years on the back of a 
rally in private consumption, but that overall manufacturers’ confidence is set to trend downwards looking ahead to the 
next three months as a result of fears over the viability of Abenomics and reluctance to deploy capital spending. 

– While the pickup in the inflation rate remains slow, Bank of Japan officials don't think the economy needs additional 
monetary stimulus at this time to ensure prices will move toward its 2% inflation target, MNI reported Friday. The BOJ 
board is expected to maintain its current monetary policy stance at its two-day meeting Sept. 20-21 and for some time 
after that, given the economy is continuing the moderate expansion expected by the board and geopolitical risks have 
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not seriously hurt business or consumer confidence. Long-term interest rates slipped into negative territory last week on 
safe-haven buying, but officials believe the central bank can keep 10-year government bond yields near the target of 
around zero percent by slowing the pace of its asset purchases. There are no economic data as yet that show any 
impact on the economy from market volatility caused by heightened tensions between the U.S. and North Korea. The 
central bank worries that safe-haven buying of the yen could cause exporter profits to fall and so slow job creation and 
wage growth. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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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