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Weekly market watch  
 
As at Friday May 18, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  31047.91 (74.15) 3.77% 23.52% 
India  BSE 30 34848.30 (687.49) 2.32% 14.50% 
Japan  Nikkei  22930.36 171.88 0.73% 17.27% 
Singapore  STI  3529.27 (40.90) 3.71% 9.55% 
South Korea  KOSPI  2460.65 (17.06) (0.28%) 7.60% 
Taiwan  WSE 10830.84 (28.14) 1.77% 8.64% 
Shanghai     COMPOSITE 3193.30 30.04 (3.44%) 3.34% 
Europe 
France  CAC  5614.51 72.57 5.68% 6.14% 
Germany  DAX  13077.72 76.48 1.24% 3.87% 
Italy  FTSE MIB  23449.65 (709.69) 7.30% 10.10% 
Russia  RTSI  1173.14 (20.84) 1.62% 8.95% 
UK FTSE 100  7778.79 54.24 1.18% 4.60% 
Americas 
Brazil  IBOV  83081.88 (2138.36) 8.74% 34.88% 
Mexico  IPC  45666.77 (1062.15) (7.47%) (5.50%) 
Nasdaq  CCMP  7354.34 (48.54) 6.53% 21.46% 
US  S&P 500  2712.97 (14.75) 1.47% 14.68% 
US   DOW  24715.09 (116.08) (0.02%) 19.61% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.5000 1.4430 1.4140 1.0580 
10 Year OAT 0.8320 0.7880 0.7490 0.8020 
10 Year Bund  0.5790 0.5590 0.5310 0.3430 
10 Year Japan 0.0610 0.0470 0.0380 0.0470 
10 Year Treasuries  3.0559 2.9695 2.8728 2.2294 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.75 4.25 4.00 
Canada  3.45 3.20 2.70 
Japan  1.48 1.48 1.48 
Britain  0.50 0.50 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 fell for the week on concerns about higher oil prices and interest rates as well as continued trade tensions 
between China and the U.S. The Dow Jones Industrial Average (DJIA) was unchanged Friday, closing at 24,715.09, but 
was down 0.47% for the week. The S&P 500 fell 0.3% on Friday to 2,712.97 and dropped 0.54% during the week. The 
tech heavy Nasdaq fell 0.4% on Friday to 7,354.34 and was down 0.66% for the week.  

– China and the United States agreed to the outlines of a trade deal that would avoid an escalating trade war between the 
two countries, at least for the time being.  China and the U.S. agreed on the need for “effective measures to substantially 
reduce” the U.S. trade deficit with China, which stood at $337 billion last year, according to a joint statement released by 
the White House.  China agreed to “substantially increase” its imports of goods and services from the U.S., including a 
“meaningful increase” in agriculture and energy product imports, the details of which would be negotiated in further talks, 
according to the joint statement.  The statement did not contain a numerical target or any reference to a $200 billion 
reduction in the annual deficit that the U.S. had demanded. China also agreed to amend its domestic laws to better 
protect intellectual property and the two sides agreed to continue to meet to resolve further differences. China vice 
premier Liu He, who led the Chinese negotiation team, told Chinese state media that the two sides had agreed not to 
impose retaliatory sanctions, though this did not appear in the joint statement. The statement also made no mention of 
embattled Chinese telecom manufacturer ZTE, whose continued existence is threatened by U.S. sanctions, suggesting 
no deal was reached on the conditions for its rescue promised by President Donald Trump last week.  Earlier last week, 
China made a series of good-faith gestures, including having the Chinese Commerce Ministry resume its review of 
Qualcomm’s $44 billion bid to buy Dutch chipmaker NXP and agreeing to eliminate tariffs and non-tariffs barriers on 
billions on U.S. agriculture imports and to drop an anti-dumping investigation into U.S. sorghum imports.  It is unclear if 
these steps to ease trade tensions would continue without a deal to save ZTE.  

– CBS shares fell sharply Thursday after a Delaware court ruled that the company could not block majority shareholder 
National Amusements from changing the company’s bylaws to prevent the CBS board from diluting its voting rights. The 
court ruling is the latest episode in the continuing fight by CBS to block a merger with Viacom, both controlled by the 
Redstone family’s National Amusements. The CBS board sought to dilute the principle shareholder’s voting rights to 20% 
from 80% currently.   

– Electronic payments giant PayPal agreed to buy Swedish rival iZettle for $2.2 billion on the eve of the latter’s planned 
IPO.  PayPal is paying double what iZettle hoped to raise in its public listing.  

– Walmart reported Thursday that its revenues rose to $122.7 billion in the three months to April, above expectations, while 
net earnings rose 14% from the year-ago period to $1.14 a share, also better than expected. Walmart also reported that 
its on-line sales jumped 33% in the three months to the end of April, up from the 23% increase in the previous quarter, 
easing fears that the giant retailer was falling further behind Amazon in ecommerce.   

– Tech equipment maker Cisco reported stronger-than-expected profits in its fiscal second quarter, but its shares fell due 
to disappointment about its fiscal third quarter forecast. Pro forma earnings rose 6% to 66 cents per share, ahead of 
expectations, with the company projecting them to rise to 68 to 70 cents per share in the current quarter, a forecast the 
market found wanting.  

– Do-it-yourself building material retailer Home Depot reported that it expected to report diluted earnings of $9.31 a share 
in the fiscal year to January 2019, up 28% from the previous year but below the $9.39 expected by analysts.  In the fiscal 
first quarter, revenues were up 4.4% to $24.9 billion, while earnings rose to $2.08 a diluted share, above expectations.  

– Department store chain Macy’s reported Wednesday that same-store sales rose 4.2% in the first quarter, well above 
analysts’ forecasts, pushing its stock price to its highest level since November last year.  Net sales rose 3.6% from a year 
ago to $5.54 billion, above expectations for $5.34 billion.  

– Animal health group Zoetis announced Wednesday that it has agreed to purchase Abaxis, which makes portable blood 
diagnostic equipment for veterinarians, for $1.9 billion.  Zoetis estimated the size of the veterinarian diagnostic market at 
more than $3 billion.  

– Anglo-American plans to spin off its venture capital unit to invest in more technologies using hydrogen, such as fuel cells, 
to boost demand for platinum, the Financial Times reported Tuesday.  Anglo-American is the world’s largest producer of 
the metal.   

– Bitmain, China’s largest bitcoin mining equipment maker, led a $110 million new funding round for Circle Internet 
Financial that values the U.S. company at about $3 billion.  Circle uses blockchain technology to support peer-to-peer 
on-line payments as well as cryptocurrency trading.  

– Facebook chief executive Mark Zuckerberg has agreed to meet with European Parliament leaders as early as this week 
to discuss the use by Cambridge Analytica of the social media site’s data for political purposes, the company announced 
Wednesday.  Zuckerberg’s appearance will not be formal testimony, as he gave to the U.S. Congress last month.  
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– Retailer Nordstrom reported weaker-than-expected like-for-like sales Thursday, sending its stock price down. While its 
overall net sales rose 5.8% to $3.47 billion in the three months ended May 5, its comparable sales rose only 0.6%.  

UK 

– The FTSE 100 fell 0.32% on Friday to 7,778.79, but still gained 0.70% on the week. The index has risen for nine 
consecutive weeks, its longest winning streak in more than decade.  

– EasyJet’s loss narrowed sharply to 58 million pounds in the first half of the current fiscal year from 220 million pounds in 
the same period a year earlier, as revenues jumped 19% to 2.19 billion pounds.  Subtracting of the costs of integrating 
parts of now defunct Air Berlin, EasyJet reported a pre-tax profit of 8 million pounds.  

– Shares in Vodaphone dropped sharply Tuesday after CEO Vittorio Calao said he would step down. Calao’s departure 
overshadowed good quarterly results, with earnings growing 12% to 15 billion euros in the year to end March, beating 
forecasts.  

– Leeds-based bank CYBG posted a loss in the first half of its fiscal year due in large part to the costs of a payment 
protection insurance scandal, the company reported Tuesday. The company, which owns the Clydesdale and Yorkshire 
bank brands, posted a loss of 95 million pounds in the six months to March 31 compared to a profit of 46 million pounds 
in the same period a year earlier.  Excluding extraordinary costs, the company pre-tax profits increased 28%.  

– The World Trade Organization ruled Tuesday that Airbus had received illegal subsidies from EU governments, opening 
up the possibility that the U.S. government will impose billions of dollars in retaliatory trade tariffs on European imports.  
The WTO is also expected to rule in coming months on a separate case of whether the U.S. and the state of Washington 
have complied with a 2012 order to eliminate illegal subsidies for Boeing.   

– The London Metals Exchange reported Tuesday that its 2017 profits rose 5% to $109 million, the highest since 2015.  
This allowed the LME to pay a $75 million dividend to the Hong Kong Exchange and Clearing, its parent company.  

– British/Irish bookmaker Paddy Power Betfair is in talks to acquire U.S. fantasy sports platform FanDuel following the U.S. 
Supreme Court’s decision on Monday striking down a federal ban on sports betting.  Paddy Power already owns a U.S. 
on-line betting site and bought DRAFT, another U.S. fantasy sports site, earlier this year.  

– Taveta, the holding company for Arcadia, which owns UK retail brands Top Shop, Wallis and Miss Selfridge, reported 
that its underlying operating profit fell 40% to 124 million pounds in 2017 due to a weak retail environment.  However, net 
profit rose to 49.4 million pounds from 16.7 million pounds due to fewer one-off charges.  

– Thomsen Reuters said Monday that it would move its derivative trading business to Dublin from London in response to 
Britain’s pending exit from the European Union. The derivatives trading platform, which hosts more than $300 billion in 
trades each day, is one of the Thomsen Reuters trading assets purchased earlier this year by Blackstone.  

– Shares in Ocado jumped 45% on Thursday after the British grocer turned logistics technology provider secured a 
contract with Kroger, the second largest U.S. food retailer, to provide “customer fulfillment centers” to boost sales.  
Kroger will buy a 5% stake in Ocado and have exclusive rights to its technology in the U.S. if the company meets targets 
for implementing the new centers.  

– IAG, owner of British Airlines, reached a deal with Qatar Airways and the airline service of travel agency Thomas Cook to 
retain control of landing slots at Gatwick Airport, London’s second busiest.  IAG obtained the slots last year when 
Monarch collapsed.  

 
Europe (ex. UK) 

– Europe's Eurofirst 300 index fell 0.29% on Friday to 1,548.57, inching up 0.06% on the week as data showing weaker 
European growth and controversial plans proposed by Italy’s new government were offset by expectations that economic 
uncertainty could keep European Central Bank monetary policy on hold for longer. 

– Italy’s two leading populist political parties – the Five Star Movement and the far-right League – agreed Friday to form a 
new government that will challenge many current European Union policiess. The coalition agreement calls for a sharp 
curb on immigration, 100 billion euros in tax cuts and new spending, demands an end to sanctions against Russia and a 
review of EU deficit procedures. It also proposes a mechanism for setting up a new parallel currency in the Eurozone. 
The two parties did, however, drop their demand that the European Central Bank forgive $250 billion euros in Italian debt 
it has bought as part of its quantitative easing monetary policy. The two parties have not yet agreed on who will be prime 
minister in the new government.  

– Danish shipping titan AP Moller-Maersk reported Thursday that its loss from continuing operations widened to $220 
million in the first quarter from $124 million a year earlier, which the company blamed on cost problems. The company, 
which controls 19% of global seaborne freight shipping, warned that the growing trade conflict between China and the 
U.S. posed a grave risk to its earnings outlook.  Maersk’s share price dropped sharply Thursday to its lowest level in two 
years.  

– French oil giant Total said Wednesday that it would be forced to withdraw from its investments in Iran if it were not 
exempted from U.S. sanctions following President Trump’s decision to drop out of the Iran nuclear deal.  The withdrawal 
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of Total would deal a major blow to European efforts to rescue the Iran agreement. Total is the largest foreign investor in 
Iran’s energy sector following its signing of a deal with Tehran last July.  

– Geely, the Chinese owner of Swedish automaker Volvo, British sport car maker Lotus and London black taxi maker 
LEVC, said it was considering an IPO but would only go ahead if it has a valuation of at least $30 billion, the Financial 
Times reported Tuesday.  Such a valuation would be 10 times earnings, compared to 2-3 times earnings for luxury 
automakers BMW and Daimler.  

– Portuguese utility Energias de Portugal rejected the takeover bid by China Three Gorges because it did not adequately 
value the company, particularly given the rise in the company’s shares above the offer price since CTG announced its 
bid on Friday.  CTG offered to pay 9 billion euros to buy the 76.7% of EDP that it does not already own.   

– Shares in German conglomerate ThyssenKrupp fell Tuesday on investor disappoint with the company’s earnings outlook.  
The company reported fiscal second quarter earnings before interest and taxes rose 17% to 500 million euros, slightly 
above analysts’ estimates. However, the earnings rise was due entirely to its steel operation, with profits in its other 
divisions falling. This raised questions about the outlook for earnings, given the steel unit’s planned merger with Tata 
Steel’s European operations and subsequent spin-off from the German conglomerate.   

– Shares in French telecoms group Iliad fell nearly 20% Tuesday after the company reported disappointing first quarter 
earnings and a management shakeup. Revenues were up only 0.8% in the first quarter to 1.2 billion euros, below 
expectations, as the number of broadband subscribers dropped for the first time in the company’s history.  

– French bank Credit Agricole reported Tuesday first quarter profits were weaker than expected.  Net income rose slightly 
from a year earlier to 856 million euros but fell short of expectations for 878 million euros.  

– Profits at German utility RWE plunged 35% in the first quarter due to lower power prices and weak results at its trading 
unit. Net income fell to 620 million euros from 946 million euros in the year-earlier period. However, the company 
confirmed its full-year forecast, saying power prices were bottoming out.  

– FIFA, global football’s governing body, will vote soon on a $25 billion proposal by Softbank and other firms to create two 
new global football tournaments.  The plan would be a windfall for football clubs and national teams.  

– Russian oligarch Oleg Deripaska resigned Friday from the board of EN+, the London-listed holding company for his 
stake in giant aluminum producer United C. Rusal.  This is the first step in meeting the U.S. Treasury’s conditions for 
avoiding sanctions on the company.  Two weeks ago, the U.S. Treasury allowed companies to trade with Rusal for 
another five months and indicated that the company could avoid sanctions completely if Deripaska divested his holdings.   

– Shares in Glencore dropped sharply Friday on a report that the UK’s Serious Fraud Office is considering a bribery 
investigation of the company.  The SFO is seeking formal approval of an investigation into Israeli financier Dan Gertler 
and Glencore’s operations in the Republic of Congo, according to a Bloomberg report.  

Japan 

– Japan's Nikkei 225 Index rose 0.40% on Friday to 22,930.36, and was up 0.76% on the week.  The index rose for the 
eighth straight week, shrugging off disappointing economic data,   

– Shares in Fujifilm rose Monday after Xerox pulled the plug late Sunday on its controversial $6.1 billion sale to the 
Japanese company.  Fujifilm shareholders had been concerned that the company would have had to increase its offer to 
satisfy activist U.S. shareholders led by Carl Icahn.  

– Japan Post Bank is planning to launch a $1.5 billion hedge fund, the Financial Times reported Tuesday. The move 
represents the institution’s recent more aggressive business strategy, as the government seeks to sell its remaining 56% 
stake in the Bank’s parent, Japan Post Holdings.  

– Toshiba said Thursday it had received permission from the Chinese government to proceed with the $18 billion sale of its 
memory chip business to a consortium led by Bain Capital of the U.S., the final step to completing the deal on June 1.  
Toshiba agreed in September to sell its chip business to a consortium that includes U.S. tech companies Apple and Dell 
as well as South Korean chip maker SK Hynix.  

– Separately, Toshiba reported Tuesday net earnings of 783 billion yen in fiscal 2017, its first profit in four years, helped by 
the sale of debt from its now-shuttered U.S. nuclear business.  The annual profit allowed Toshiba to avoid being delisted 
from the Tokyo Stock Exchange.  

– Trading house Mitsui & Co. Ltd. said Thursday it is buying a 50% stake in wind farm builder Yushan Energy Co.  
Yushan’s parent, Enterprise Energy, owns a 40% stake in the Hai Long Offshore Wind project in the Taiwan Strait, which 
is expected to cost $1.8 billion to develop. 

– The UK government has offered Hitachi Ltd. a 2 trillion-yen ($18 billion) loan to help it complete the troubled nuclear 
power plant project in Wales, Kyodo News reported Thursday. Costs have jumped rapidly to more than 3 trillion yen, 
raising doubts about the future of the project.  
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Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index rose 0.95% to 3,193.30 last week, after MSCI disclosed the names of the 
234 Chinese A-shares that it would add to its benchmark emerging markets index from June 1.  

– Hong Kong's Hang Seng index fell for the third time in four weeks, down 0.24% to 31,047.91, as worries about U.S.-
China trade tensions outweighed the positive news of higher-than-expected profits at Chinese tech giant Tencent.   

– Taiwan's Taiex index eased 0.26% on the week to close at 10,830.84 on continued concern about the outlook for tech 
shares due to U.S.-China trade tensions and the decline in smartphone sales.  

– South Korea's Kospi fell 0.69% on the week to 2,460.65 after North Korean leader Kim Jong Un cancelled a planned 
meeting with South Korean officials and threatened to cancel the June 12 summit with U.S. President Donald Trump 
because for scheduled joint South Korea-U.S. military exercises.  After the market close, the U.S. agreed to the South 
Korean request to postpone the exercises.  

– The Singapore Straits Times Index fell 1.15% on the week to 3,529.27 on trade and tech concerns.   

Emerging Markets 

– Brazil's Bovespa closed at 83,081.88 on Friday, down 2.51% from the previous week, having fallen 3.37% Thursday, the 
largest one-day drop in over a year.  Market concern centered on the real exchange rate, which came under pressure 
late in the week due to contagion from the continued weakness of the Argentine peso.    

– Mexican stocks fell for the fifth consecutive week on the continued stalemate in North American Free Trade Agreement 
(NAFTA) negotiations and worries about the upcoming July presidential election   The IPC index fell 2.27% on the week 
to close at 45,666.77.  

– India's BSE fell 1.93% during the week to 34,848.30, the largest loss in 10 weeks. Reliance Communications shares drop 
by 20% Wednesday after court said it must file for bankruptcy over a complaint by Sweden’s Ericsson over $150 million 
in unpaid bills.  

– Russia's RSTI index fell 1.75% to 1,173.14 last week, despite the rise in oil prices, Russia’s main export, over concerns 
about possible U.S. sanctions on a gas pipeline project to western Europe.  

Alternative Assets 

– Oil prices fell Friday but rose for the third straight week on concerns about oil supply from Iran sanctions and the political 
turmoil in Venezuela. The June West Texas Intermediate (WTI) crude oil contract fell 0.3% on Friday to $71.28 per 
barrel, after closing at three-and-one-half year highs each of the previous two days.  WTI was up 1.8% for the week. The 
July contract for international standard Brent crude fell 1% on Friday to $78.51 a barrel after having breached the $80-a- 
barrel level on Thursday for the first time since November 2014.  Brent was up 1.8% on the week.  

– Gold futures prices inched up Friday but fell for the third time in the last four weeks on a rise in U.S. Treasury yields and 
a stronger U.S. dollar.  June gold rose 0.2% on Friday but fell 2.2% on the week to $1,291.30 per troy ounce.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries ended the week at 3.0559, well above the 2.9695% yield the previous week 
and rising for the sixth time in seven weeks. Bond yields fell sharply Friday after peaking above 3.1% on Thursday, the 
highest level since 2011.  

– The value of retail sales rose by 0.3% in April, matching analysts' expectations, and were also up 0.3% excluding motor 
vehicle sales, data released by the Commerce Department Tuesday showed. Incorporating upward revisions to both 
February and March sales, April retail sales are up 3.3% at an annual rate from the first quarter average, a much better 
start to the second quarter than the weakness seen early in the first quarter. Leading the gain in April headline retail 
sales was a small surprise gain in motor vehicles, which posted a 0.1% increase after a 2.1% surge in the previous 
month. Analysts had expected vehicle sales to give back some of that March jump. Gasoline station sales rose 0.8% in 
the month after an upward revised 0.3% March increase, as foreshadowed by recent gains in the AAA data. However, 
food services and drinking places' sales were softer in April, registering a 0.3% decrease after rising by an upward 
revised 1.2% in March. Building materials sales rebounded by 0.4% following a 1.0% decrease in March.  

– Industrial production rose 0.7% in April, stronger than the 0.6% increase expected, according to data released by the 
Federal Reserve Wednesday.  The April gain follows an upward revised March, but downward revised February, 
January, and December.  Utilities output surged 1.9%, due to April weather being the coldest in 21 years. Capacity 
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utilization came in at 78.0%, below the 78.4% expected, but up 0.4pp from a downward revised March. Manufacturing 
capacity utilization rose by 0.3pp to 75.8% from a downward revised March. 

– The pace of housing starts fell by 3.7% to a 1.287 million seasonally adjusted annual rate in April, below expectations for 
a 1.313 million rate, data reported by the Commerce Department Wednesday morning showed. Building permits fell by 
1.8% in the month to a 1.352 million rate after rising to 1.377 million in March. Homes permitted but not started rose 
1.9% in April. As a result, starts could see a rebound in the coming months, particularly for single-family homes. Single-
family permits authorized rose 0.9%, while multi-family permits were down 6.3%. Additionally, the NAHB index for April 
reported on Tuesday showed an improvement in builder confidence after declines in recent months. 

– The value of business inventories in March was roughly unchanged, below the 0.1% gain expected by analysts, data 
released by the Commerce Department Tuesday morning showed. Retail inventories decreased 0.5%, revised down 
from the advance estimate of a 0.4% decline and the largest dip since September. Data from the wholesale inventory 
report showed a 0.3% rise in the month, which was down from the 0.5% gain expected in the advance report, while 
factory inventories were up 0.3%. As a result of the downward adjustment to both retail and wholesale inventories from 
the advance data used for the first estimate of first quarter GDP, there is a chance of a downward adjustment to the 
business inventories category when the second estimate of GDP is released on May 30. 

– Initial claims U.S. state unemployment benefits rose by 11,000 to 222,000 in the May 12 employment survey week, 
ahead of the 215,000-level expected by analysts, but still low enough to drive down the four-week moving average to 
another new decades-low level, data released by the Labor Department Thursday showed.  The four-week moving 
average for initial claims, which tends to be a better measure of the underlying trend of the data, fell by 2,750 to 213,250 
in the May 12 week. The average stands at its lowest point since the December 13, 1969 week, when it was 210,750 and 
is 18,250 below the average in the April 14 employment survey week, another significant positive for May payrolls. 

UK 

– The yield on 10-year Gilts closed the week at 1.500%, up from 1.4430% a week earlier, in line with rising global yields.   
– UK earnings growth slowed in the first quarter, dampened by a fall in bonus payments, even as employment soared, 

leading to a downturn in productivity. Employment leapt by 197,000 to 32.34 million, after having increased by 55,000 
between December and February, well above the MNI median forecast of a 115,000 gain. That's the biggest rise in 
employment since the fourth quarter of 2015, and lifted the employment rate to a record-high 75.6%. Joblessness, as 
measured by the Labour Force Survey, steadied at 4.2% in the first quarter, in line with the MNI median forecast and 
matching the lowest rate since the three months to March of 1975.  Unemployment declined by 46,000 in the three 
months to March, to 1.42 million, with the unemployment rate matching the 4.2% figure forecast of Bank of England staff 
for the first quarter as published in the May Quarterly Inflation report. But evidence of an upturn in wages, long-awaited 
by the Bank's Monetary Policy Committee, was somewhat scant. Total weekly earnings increased by an annual pace of 
2.6% in the three months to March, below the MNI median forecast of 2.7% and down from a 2.8% gain in the previous 
three months. That left real wages unchanged in the first quarter, down from a 0.2% gain in the three months to 
February, even as inflation receded in March. 

– The latest Bank of England Agents Report highlighted the softness in the UK consumer services, with both recruitment 
and growth in the sector low.  The updated May Agents Report painted a picture of subdued overall growth, with 
companies facing hiring difficulties and the consumer sector hardest hit. Investment intentions overall were reported to 
be modest, with business services and manufacturing sector firms planning to raise investment but consumer services 
firms’ investment plans again weak. Labour cost growth nudged higher, reflecting a mix of slightly higher pay settlements 
and rising non-wage costs because of the rollout of pensions auto-enrolment. The agents say pay awards were typically 
in a 2.5% to 3.5% range.  

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds finished the week at 0.5790%, up from 0.5590% a week earlier, in line with rising 
yields in other major centers.     

– Eurozone preliminary first quarter real GDP rose by 0.4% quarter-on-quarter, decelerating from the 0.7% growth rate in 
each of the previous three quarters, Eurostat reported Tuesday.  First quarter GDP stood 2.5% above a year earlier, 
down from the 2.8% rate in the fourth quarter.  

– German first quarter GDP rose 0.3% quarter-on-quarter, down from gains of 0.6% in the fourth quarter and 0.7% in the 
third quarter.  

– Euro area inflation surprised to the downside in April, with core inflation falling by much more than market expectations, 
confirming a flash report published earlier in the month, data released by Eurostat showed Wednesday. Euro area 
annual inflation stood at 1.2% in April, down from 1.3% in March and below the year-ago result of 1.9%.  Despite support 
from food, alcohol and tobacco (2.4% in April vs 2.1% in March) and energy (2.6% April vs 2.0% March), Eurozone 
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inflation was pulled lower by weaker services inflation. Services prices were up an estimated 1.0% y/y in April, down from 
1.5% in March. Core inflation, which strips out the prices effects from food, alcohol, tobacco and energy, also receded on 
the month, falling sharply to 0.7% y/y from 1.0% in March (also unchanged from its flash estimate).  Ahead of the 
release, analysts were near unanimous in expecting lower core services inflation to drag on the overall core measure, 
stemming from an Easter effect. Easter Sunday fell earlier in the year in 2018 (April 1) versus last year (April 16) and the 
subsequent base effect was likely responsible for most of the slide in core prices.  

– The Eurozone trade surplus of 21.2 billion euros in March, up from 20.9 billion euros in February, as exports rose 2.5% 
year-on-year, faster than the 1.4% rise in imports, Eurostat reported Friday.  

– Analysts’ sentiment on current German economic conditions fell for the fourth month in a row in May to +87.4, the lowest 
level since October last year, the ZEW Institute reported Tuesday.  Sentiment on the German economic outlook was 
stable at -8.2 in May, after having fallen each of the previous three months.  Analysts’ sentiment on Eurozone current 
conditions fell to +56.1 in May, while sentiment on the Eurozone economic outlook rose slightly to +2.4, the first gain in 
four months.  

Japan 

– The yield on 10-year JGBs closed the week at 0.0610%, up from 0.0470% the previous week, in line with rising global 
yields, as the Bank of Japan maintained its current monetary policy.  

– Bank of Japan Governor Haruhiko Kuroda said Tuesday that he is "not at all" considering raising the 10-year bond yield 
from the current target of around zero percent "for the time being" as the bank is still far from achieving its 2% inflation 
target.  "I'm not saying we will stick to the 10-year yield target at all costs until we achieve the 2% price stability target, 
but for the time being, we are not considering changing the 10-year yield target at all," Kuroda told a parliamentary 
committee. Under the yield curve control framework adopted in September 2016, the BOJ is trying to stabilize the 10-
year government bond yield, the benchmark for long-term borrowing costs, at around zero percent and keep the 
overnight interest rate at     -0.1%. 

– Japan's real gross domestic product (GDP) fell 0.2% on quarter, or an annualized 0.6%, in the first quarter. It was the 
first contraction in nine quarters, since Q4 of 2015, when it shrank 0.3% on quarter. The MNI median forecast for Q1 
GDP was flat both on quarter and at an annualized pace.  Private consumption, which accounts for about 60% of GDP, 
was flat with a slight negative bias (-0.0%) on quarter in Q1 after a downwardly revised +0.2% (+0.5% in the previous 
estimate) in Q4. Business investment unexpectedly fell 0.1% on quarter in Q1 (the median forecast was +0.5%), the first 
q/q drop in six quarters after rising 0.6% in Q4. But government and central bank officials believe demand for investing in 
equipment remains solid amid labor shortages. Net exports of goods and services -- exports minus imports -- made a 
positive 0.1 percentage point contribution to total domestic output (the median forecast was +0.0 percentage point).  
Exports rose 0.6% on quarter in Q1 for the third straight rise while imports gained at a slower pace of 0.3%. Private-
sector inventories pushed down Q1 GDP by 0.1 percentage point (in line with the median forecast) following +0.1 
percentage point in Q4. 

– Core private-sector machinery orders, which exclude volatile orders for power generation equipment and ships, fell 3.9% 
on month in March after rising 2.1% in February, posting the first m/m drop in three months. But the three-month moving 
average marked the third straight gain, up 2.0% from the previous three-month period. The March decrease was bigger 
than the MNI survey median forecast for a 2.0% fall but followed solid gains of 8.2% in January and 2.1% in February. 
Five large one-off orders in March helped limit the decline. "The decline in core orders in March was in payback for gains 
in the previous two months and was not so large. The three-month moving average in March showed the third rise in a 
row, supporting our view that machinery orders are showing signs of a pickup," a Cabinet Office official told MNI. “Core 
orders are expected to post a fourth consecutive quarterly rise in April-June, reflecting strong demand for industrial and 
electronic machinery to cope with labor shortages amid the modest economic recovery."  

– Japan's national average core consumer price index (excluding fresh food) rose 0.7% on year in April, decelerating 
further from +0.9% in March and +1.0% in February on lower utility costs, the Ministry of Internal Affairs and 
Communication said on Friday.  The recent development reinforces the perception that the Bank of Japan is unlikely to 
achieve its 2% inflation target in the next few years. The16th straight year-on-year rise in April continued to be led by 
gasoline and medical services. Overseas holiday tours rose at a faster pace of 9.8% on year in April, up from 5.9% in 
March. The underlying inflation rate measured by the core-core CPI (excluding fresh food and energy) rose 0.4% on year 
in April, slowing from +0.5% in March, which was the largest gain since July 2016. 
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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. 


