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Weekly market watch  
 
As at Friday May 25, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  30588.04 (459.87) 2.24% 21.69% 
India  BSE 30 34924.87 76.57 2.55% 14.75% 
Japan  Nikkei  22450.79 (479.57) (1.38%) 14.82% 
Singapore  STI  3513.23 (16.04) 3.24% 9.05% 
South Korea  KOSPI  2460.80 0.15 (0.27%) 7.61% 
Taiwan  WSE 10942.30 111.46 2.81% 9.76% 
Shanghai     COMPOSITE 3141.30 (52.00) (5.02%) 1.66% 
Europe 
France  CAC  5542.55 (71.96) 4.33% 4.78% 
Germany  DAX  12938.01 (139.71) 0.16% 2.76% 
Italy  FTSE MIB  22398.15 (1051.50) 2.49% 5.20% 
Russia  RTSI  1169.93 (3.21) 1.34% 8.65% 
UK FTSE 100  7730.28 (48.51) 0.55% 3.95% 
Americas 
Brazil  IBOV  78897.66 (4184.22) 3.27% 28.09% 
Mexico  IPC  45091.99 (574.78) (8.64%) (6.68%) 
Nasdaq  CCMP  7433.85 79.51 7.68% 22.77% 
US  S&P 500  2721.33 8.36 1.78% 15.03% 
US   DOW  24753.09 38.00 0.14% 19.79% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.3220 1.5000 1.5390 1.0370 
10 Year OAT 0.7110 0.8320 0.8550 0.7930 
10 Year Bund  0.4060 0.5790 0.6340 0.3620 
10 Year Japan 0.0410 0.0610 0.0670 0.0500 
10 Year Treasuries  2.9313 3.0559 3.0259 2.2554 

 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 were little changed Friday, as traders remained cautious ahead of the long Memorial Day weekend due to 
rising geopolitical uncertainties and lower oil prices, but indexes still posted modest gains for the week. The Dow Jones 
Industrial Average (DJIA) fell 0.2% on Friday, closing at 24,753.09, but was up 0.15% for the week. The S&P 500 also 
fell 0.2% on Friday to 2,721.33 but advanced 0.31% during the week. The tech heavy Nasdaq edged up 0.1% on Friday 
to 7,433.85 and was up 1.08% for the week.  

– U.S. President Donald Trump cancelled his meeting with North Korean leader Kim Jong-un scheduled for June 12 in 
Singapore, citing the “tremendous anger and open hostility” shown by North Korean officials in recent comments.  North 
Korea responded saying Kim was open to meeting Trump in the future and it was “open to resolving problems at any 
time in any way.”  On Friday, Trump said U.S. officials are still talking to North Korea and he could still meet Kim next 
month. 

– Trade tensions increased again last week, as Trump ordered an investigation into whether auto and auto parts imports 
were a national security threat, the same legal path he used to impose tariffs on imposed steel and aluminum. Any tariffs 
would impact allies in Germany, Japan and South Korea the most. Trump also appeared to back away from the trade 
agreement outline agreed with China the week before after heavy Congressional criticism of the deal and the rescue 
efforts for China telecom firm ZTE.  The U.S. Senate and House committees passed unanimously legislation that would 
expand the authority of the Committee on Foreign Investment in the United States (CFIUS) to investigate foreign 
investment practices and formally prohibit Trump from lifting sanctions on ZTE for one year. On Friday, Trump 
administration officials were trying to broker a deal with Congress to prevent it from torpedoing the plan to rescue ZTE.  

– General Electric announced Monday that it had agreed to combine its transportation unit with locomotive manufacturer 
Wabtec in an $11.1 billion deal. GE will take a 50.1% stake in the combined entity and receive $2.9 billion in cash.  The 
move is the latest in GE CEO John Flannery’s program to dispose of assets and streamline the massive conglomerate.  

– Former Millennium Management fund fixed-income trader Michael Gelband and equity trader Hyung Soon Lee have 
raised $8 billion to start their own hedge fund, ExodusPoint, making it the largest hedge fund debut ever.  

– Software developer Adobe said Monday it had agreed to purchase Magento Commerce for $1.7 billion.  Magento 
provides ecommerce services to companies and will expand Adobe’s portfolio of offerings for its Adobe Cloud 
Experience platform.  

– Shares in memory chipmaker Micron rose sharply Monday after the company raised its fiscal third-quarter forecast.  The 
company now sees earnings of $3.12-3.16 per diluted share, up from its previous projection of $2.76-2.90 due to rising 
demand for data storage chips.  

– BP is the latest company to sign on to Venture Global’s liquefied natural gas project in Louisiana.  The U.S. group now 
has binding commitments from Royal Dutch Shell, Italy’s Edison and Portugal’s Galp to supply a total of 6 million tonnes 
of LNG.  The Louisiana facility, with a capacity of 10 million tonnes, is due to start production in 2022.  

– Hewlett Packard Enterprise, the technology service business split off from HP Inc’s PC and printer business, reported net 
currency adjusted revenues rose 6% to $7.5 billion in the quarter to April 30, while net earnings excluding special items 
almost doubled to 34 cents a share, above the range predicted by the company, helped in part by U.S. tax reform. Based 
on the good quarterly results, HPE raised its full-year earnings forecast.  

– Shares in luxury homebuilder Toll Brothers dropped sharply Tuesday after it reported weak quarterly earnings and 
warned of the effects of rising costs on future revenue. While revenues rose 17% to $1.6 billion in the three months to 
April 30, net income fell 10% to 72 cents a share, below expectations for 76 cents.  Toll Brothers’ warning about higher 
costs and labor shortages also adversely affected other homebuilders’ shares. 

– Discount retailer TJ Maxx reported Tuesday that sales at stores open at least one year rose 3% in the first quarter, above 
expectations. Sales from all stores rose 12% to $8.7 billion, also above expectations, on a rise in bargain-hunting 
consumer traffic.  

– Retailer Kohl’s also reported better-than-expected first quarter earnings on Tuesday.  Same-store sales rose 3.6% in the 
first quarter, above expectations for a 2.7% gain, the third quarterly rise in a row.  Total sales rose 3.5% to $4.2 billion, 
while earnings adjusted for one-time items rose to 64 cents a share, well above expectations for 50 cents.  

– Uber reduced its losses in the first quarter and opened a new funding round that values the company at $62 billion ahead 
of its expected initial public offering next year.  The ride hailing company’s first quarter loss dropped to $577 million from 
$741 million in the fourth quarter of last year.  

– Apple won $533 million in damages from Samsung in a unanimous jury verdict delivered Thursday, the end of a seven-
year fight over smartphone patent and trademark infringement allegations.  Apple filed suit in 2011 against Samsung and 
won an initial award of $1 billion in 2012, which was later reduced due to faulty calculations used by the jury.  The two 
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tech giants have continued to battle over the final amount of the award since then.  Samsung said it will explore options 
for overturning the latest award.  

– Foot Locker shares jumped on Friday after the sportswear firm posted better-than-expected first quarter results.  
Adjusted earnings rose to $1.45 per share in the quarter ended May 5 from $1.38 a share in the year-earlier period, 
against expectations of a drop to $1.25.  Same-store sales did drop 2.8%, but that was a smaller decline than the 3.6% 
expected.  

UK 

– The FTSE 100 rose 0.18% on Friday to 7,730.28, but fell 0.62% on the week, the first decline in 10 weeks, on concerns 
about Brexit and geopolitical risks.   

– A British criminal court dismissed on Monday fraud charges against Barclays related to its emergency fund-raising from 
Qatar during the 2008 Global Financial Crisis. The ruling is a victory for Barclays in one of the last remaining cases from 
the financial crisis and is a set-back for the Serious Fraud Office, which brought the charges.  

– Barclays is exploring potential mergers with other banks as part of its contingency planning due to pressure from activist 
investment fund Sherborne, the Financial Times reported Wednesday.  Barclay’s CEO John McFarlane is particularly 
interested in merging with Standard Chartered, the newspaper said.  

– IHS Markit will buy data provider Ipreo from Blackstone and Goldman Sachs for $1.9 billion to enhance its financial 
services unit.  IHS Markit also said it will sell its MarkitServ business that processes derivatives trades.  

– HC-One, the UK’s largest provider of residential and nursing care homes for the elderly, is on sales for 1 billion pounds to 
take advantage of the strong market for such assets, the Financial Times reported Monday.  HC-One employs 14,000 at 
396 facilities throughout the UK.  

– Retailer Marks and Spencer says it will close over 100 stories by 2022, more than the 60 store closures it had previously 
announced, warning that restructuring costs could exceed 470 million pounds.  The announcement came as the 
company reported that its full-year pre-tax profit slid 62% to less than 67 million pounds due to high restructuring costs 
and weak same-store sales in food and clothing.  Excluding one-off costs, pre-tax profits stood at 581 million pounds, 
well below the previous year but above analysts’ expectations.  

– Fellow British retailer Tesco announced Tuesday it would close its unprofitable Tesco Direct ecommerce service to 
concentrate solely on food sales.  Tesco Direct, which sells general merchandise, will close July 9, the company said.  

– London-listed debt manager Intermediate Capital Group reported Tuesday that its profits had dropped by nearly a third 
even as assets under management rose.  Pre-tax profit was 168 million pounds in the year to end March, down 29% 
from a year earlier.  However, assets under management rose 20% to 28.7 billion euros.  

– Strong competition pulled down mortgage lending in the past year at Nationwide, the UK largest home loan lender, and is 
likely to continue to pressure results this year, the company announced Tuesday.  Mortgage originations stood at 5.8 
billion pounds in the year to April 4, down more than a third from 8.8 billion pounds in the year-earlier period, due in part 
to a decline in buy-to-rent mortgages caused by a change in tax law.  

– Christopher Hohn’s activist investment fund TCI has built up a stake of more than 7% in Rupert Murdoch’s 21st Century 
Fox and has backed the bid by Comcast to purchase the company’s entertainment assets. Comcast confirmed 
Wednesday it was considering an all-cash bid for the 21st Century Fox assets that it argues would be more valuable than 
Walt Disney’s $66 billion all-stock bid already agreed with Fox.  

Europe (ex. UK) 

– Europe's Eurofirst 300 index rose 0.05% on Friday to 1,539.96, but fell 1.2% on the week on data showing a further 
weakening of European growth and growing political risks from the policies of Italy’s new government and the non-
confidence vote against Spanish Prime Minister Mariano Rajoy.  

– The European Union’s sweeping General Data Protection Regulation (GDPR) took effect May 25 amid concerns most 
European companies, let alone foreign firms, have not taken sufficient steps to comply with its strict requirements to 
protect personal data.  There is also concern that the new European Data Protection Board lacks the resources to 
adequately enforce the new measure. On the new law’s first day, activist Max Schrems filed a formal complaint accusing 
both Facebook and Google of breaching its protection provisions.  

– Political novice Giuseppe Conte was given a mandate Wednesday by Italian President Sergio Mattarella to form a new 
coalition government with Italy’s two leading populist political parties – the Five Star Movement and the far-right League. 
However, the mandate is not final until the president approves Conte’s proposed slate of ministers. The names of some 
proposed ministers have drawn sharp criticism for their anti-EU and anti-euro views. Questions have also been raised 
how Conte, a law professor with no political experience, would govern amid allegations he exaggerated his educational 
background. Italian debt prices continued their sharp fall on worries about the new government’s policies.  
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– The slide in the Turkish lira’s exchange rate continued Friday despite the Turkish central bank’s decision late Wednesday 
to hike interest rates 300 basis points to 16.5%.  Lack of support for the lira is a set-back for President Recep Erdogan, 
who is running for reelection June 24 and promised to take a stronger hand in guiding economic policy.  

– Maersk Line, the world’s biggest container shipping company, has told customers it will raise shipping costs to offset the 
cost of higher bunker fuel prices.  Because it controls 19% of global shipping, Maersk’s “emergency bunker surcharge” is 
expected to be copied by other shippers facing the same cost pressures.  

– Shares in Deutsche Bank, Germany’s largest financial institutions, fell Thursday after the company warned about its 
second quarter results. The bank announced it will slash more than 7,000 jobs as part of a reorganization.  

– Irish budget airline Ryanair reported Monday that passenger traffic and profits rose strongly in fiscal 2018, but warned 
that 2019 would be a difficult year due to rising fuel and personnel costs as well as the risk of a hard Brexit.  Passenger 
traffic rose 9% in fiscal 2018, with post-tax profits up 10% to 1.45 billion euros.  

– German automakers are expected to be the main beneficiaries of a Chinese decision to lower its import tariff on 
automobiles to 15% from 25% that resulted from U.S.-Chinese trade negotiations.  Japanese and British automakers will 
also benefit.  

– ThyssenKrupp shares jumped Tuesday on news that activist U.S. hedge fund Elliott Management had purchased a 
sizeable stake in the company with the goal of replacing the chairman. ThyssenKrupp was already under pressure from 
Swedish fund Cevian, which has amassed stake of more than 15% in the company and pushed for a change in corporate 
strategy.  Amid these developments, ThyssenKrupp and Tata Steel continued to negotiate a deal to merge their 
European operations.  

– Altice shares have soared more than 60% after the French government opened the door to consolidation in the domestic 
telecoms industry.  The new environment could allow Altice to sell SFR, the heavily indebted telecoms operator it owns.   

– Russian oligarch Oleg Deripaska resigned from the board of aluminum producer Rusal, the company said Friday.  
Deripaska’s resignation was one of the U.S. Treasury’s requirements for lifting the crippling sanctions it had imposed on 
the company earlier this year. On Thursday, Rusal’s chief executive and seven board members resigned, all of whom 
had been appointed by Deripaska or EN+, the holding company he controls.  Deripaska resigned from the board of EN+ 
last week.  

– Dutch firm Adyen, which provides payment services to multinational firms including Uber and Airbnb, confirmed Thursday 
that it plans to list on the Euronext exchange next month. The IPO is expected to value the firm at between 6 billion euros 
and 9 billion euros.  

Japan 

– Japan's Nikkei 225 Index rose 0.06% on Friday to 22,450.79 but was down 2.09% on the week.  The index fell for the 
first time in nine weeks on disappointing economic data and concerns about renewed conflict on the Korean peninsula.  

– Sony said Tuesday that it would buy a controlling stake in EMI Music Publishing for $2.3 billion and the assumption of 
$1.39 billion in debt.  The move will strengthen Sony’s content portfolio, the company said.  

– Sony’s chairman said Wednesday the company will expand its self-driving vehicle operations.  The company said it 
wanted to become the world leader in CMOS image sensors used for self-driving vehicles and plans to expand in other 
related areas.  

– Insulator maker NGK Industries Inc. said Wednesday it had shipped products from the late 1990s until this March without 
conducting the quality control tests it had promised customers.  The lack of quality control tests affects one million 
contracts, the company estimated.  

– Mitsui Sumitomo Insurance Co. said Wednesday it would spend 4.3 trillion yen to buy a 37.5% stake in Chinese life 
insurer BoCommLife Insurance Co., a unit of Bank of Communications. MS Insurance will purchase the stake of the 
Commonwealth Bank of Australia.  The purchase must be approved by Chinese regulators.  

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index fell 1.63% to 3,141.30 last week, its worst week in more than a month, on 
renewed concerns about U.S.-China trade tensions and the outlook for tech giant ZTE.  

– Hong Kong's Hang Seng index fell for the fourth time in five weeks, down 1.48% to 30,588.04, as worries about U.S.-
China trade tensions and the cancellation of the Trump-Kim summit weighed on sentiment.  

– Taiwan's Taiex index rose 1.03% on the week to close at 10,942.30 on general optimism about the tech sector outlook.  
– South Korea's Kospi was virtually unchanged on the week at 2,460.80 after U.S. President Donald Trump cancelled the 

proposed summit with North Korean leader Kim Jong-un.  
– The Singapore Straits Times Index fell for the second week in a row, down 0.45% to 3,513.23 on geopolitical concerns 

after Trump cancelled his summit with North Korea’s Kim scheduled to be held in the city-state.    
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Emerging Markets 

– Brazil's Bovespa closed at 78,897.66 on Friday, a drop of 5.04% from the previous week to its lowest level since January 
10, as striking truckers refused to return to work despite a cut in diesel fuel prices.  Petrobras shares plunged 15% 
Thursday after the national oil company implemented a surprise cut in diesel fuel prices to placate the striking truckers.  

– Mexican stocks fell for the sixth consecutive week on worries about the renegotiation of the North American Free Trade 
Agreement (NAFTA) and the upcoming July presidential election. The IPC index fell 1.26% on the week to close at 
45,091.99 and is now down 8.64% for the year.  

– India's BSE inched up 0.22% to 34,924.87, as key technical support held after a rise in the rupee on Friday  
– Russia's RSTI index fell 0.27% to 1,169.93 last week, as the price of oil, Russia’s main export, fell at the end of the week.  

Alternative Assets 

– Oil prices fell sharply on reports that Russia and Saudi Arabia are considering increasing oil supply by up to 1 million 
barrels per day to replace lost output from Iran and Venezuela. Data showing a strong gain in the number of U.S. oil rigs 
in operation also weighed on sentiment. The July West Texas Intermediate (WTI) crude oil contract fell 4% on Friday to 
$67.88 per barrel, the lowest close since May 1 and well below the three-and-one-half year high set last week.  WTI was 
down 4.9% for the week, the first decline in four weeks. The July contract for international standard Brent crude fell 3% 
on Friday to $76.44 a barrel after having breached the $80-a- barrel level on May 17 for the first time since November 
2014.  Brent was down 2.6% on the week.  

– Gold futures prices inched down Friday on strength in the U.S. dollar but rose for the week.  June gold fell less than 0.1% 
on Friday but rose 1% on the week to $1,303.70 per troy ounce. The yellow metal held above the psychologically key 
$1,300 level, given investors hope that the worst in its recent decline is over.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries ended the week at 2.9313%, well below the 3.0559% yield at the end of the 
previous week, on weak U.S. economic data, rising concerns about geopolitical risks, and the view that the Federal 
Reserve would not raise interest rates more than expected this year.  

– Strong labor market conditions and firming price data reassured Federal Reserve officials at their May meeting that it 
would be appropriate to take another step in raising interest rates toward a neutral level, likely as soon as next month. If 
the economy continued to evolve as they expected, "it would likely soon be appropriate for the Committee to take 
another step in removing policy accommodation," said the minutes of the May 1-2 Federal Open Market Committee 
gathering, released Wednesday after a typical three-week delay. The FOMC next meets on June 12-13. A gradual 
approach to removing monetary stimulus remains appropriate for now, but as the federal funds rate converges on its 
longer-run normal level, policymakers said they would need to "soon" revise their forward guidance language in the 
statement, the minutes said. Officials also noted a need to further discuss how the Fed implements monetary policy most 
effectively as the balance sheet runs down and as various factors have pushed the effective fed funds rate within 5 basis 
points of the upper bound of its target range. For now, they agreed to make a technical adjustment of the interest on 
excessive reserves rate "sooner rather than later," likely at a meeting when they raise interest rates again. Wednesday's 
account of the meeting revealed that officials were cheered by recent progress toward their price stability target, which 
"appeared to support the view that the downside surprises last year were largely transitory." Some officials even noted 
that inflation was "likely to modestly overshoot 2 percent for a time" and noted that such a temporary overshoot "would 
be consistent with the Committee's symmetric inflation objective" and would help anchor longer-run inflation 
expectations. 

– The value of durable goods new orders fell 1.7% in April, a larger drop than the 1.2% decrease expected, data released 
Friday by the Commerce Department showed. The main driver of the decline was a 6.1% drop in transportation orders, 
as expected. New orders excluding transportation orders posted a 0.9% increase, stronger than the 0.6% gain expected, 
on gains in every category except machinery. Nondefense aircraft and parts new orders fell 29.0% in April following large 
gains in the previous two months, a move that was telegraphed by a drop in Boeing orders. However, defense aircraft 
and parts rose 7.5% after a 7.8% drop in March. Motor vehicles orders posted a 1.8% increase, but transportation orders 
excluding motor vehicles and aircraft fell by 3.8% following a 23.4% decline in the previous month, according to an MNI 
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calculation.  Nondefense capital goods new orders saw a decline of 6.8%, but were up 1.0% excluding a large drop in 
civilian aircraft orders. 

– New single-family home sales fell by 1.5% to 662,000 in April following downward revisions to the sales pace in both 
February and March, data released by the Commerce Department Wednesday showed. The new home sales pace was 
below the 680,000 expected and, combined with the downward revision in recent months, was somewhat pessimistic. 
However, the sales pace remains well above its year ago level, up 12.4% unadjusted from April 2017. 

– Home resales fell by 2.5% in April to an annual rate of 5.46 million, below expectations for a small decline to a 5.58 
million pace, data released by the National Association of Realtors reported Thursday showed. March sales were 
unrevised at a 5.60 million rate. First quarter sales average 5.51 million, the same as in all of 2017, so the April sales 
pace is slightly behind. NAR Chief Economist Lawrence Yun told reporters that home sales remain in a tight range and 
that supply concerns remain. He noted that rising home prices and mortgage rates have created affordability issues that 
are only likely to worsen with further Fed rate hikes. 

UK 

– The yield on 10-year Gilts closed the week at 1.3220%, down from 1.5000% a week earlier, in line with economic and 
geopolitical concerns that pushed down global yields during the week.   

– Bank of England Governor Mark Carney said Thursday that the future path for BOE policy will "depend on the outlook for 
the economy which in turn will depend very much on how the Brexit negotiations evolve." He stressed that monetary 
policy is always contingent on the economic outlook, which is broader than it being data dependent. To achieve the 
inflation target, he said, monetary policy needs to adjust not only to news about current conditions but also to any 
changes in likely future circumstances. "While it may be the MPC that sets interest rates, it is ultimately the economy that 
determines them," he said.  He underlined that how the Brexit negotiations evolve will be paramount in how monetary 
policy evolves. But he was clear that the central bank, at least when it comes to monetary policy, is ready for the UK's 
departure. "My message this evening is straightforward. From a monetary policy perspective, the Bank of England is 
ready for Brexit whatever form it takes." 

– Q1 GDP growth was unrevised from its preliminary estimate of +0.1%, down sharply from +0.4% in Q4 2017. While there 
were no revisions made on an output basis, the expenditure breakdown revealed the weakest growth in both consumer 
spending and business investment since the 2016 Brexit vote. Whilst gross fixed capital formation (GFCF) was up 0.9% 
on the quarter, business investment, a sub-sector of GFCF which captures only private sector investment, fell by 0.2%, 
the weakest since the Brexit vote.  Household spending took a hit in Q1, with growth of 0.2% the lowest since Q4 2014. 
On the year, quarterly growth of 1.1% y/y was the lowest since Q1 2012. ONS officials warned against using adverse 
weather as the sole explanation, saying that spending has been trending lower since 2016. 

– Retail sales volumes rebounded smartly in April, after unusually-snowy conditions dented activity in March, while sales 
over the first quarter declined by slightly less than originally reported. Sales volumes jumped by 1.6% between March 
and April, far exceeding the MNI median forecast of a 0.8% gain. On an annual basis, retail sales increased by 1.4%, 
beating the MNI median gain of 0.2%. March sales were revised to show a 1.1% monthly decline and a 1.3% annual 
gain, slightly better than the originally-reported 1.2% monthly slump and 1.1% yearly gain.  That left sales nursing a 0.4% 
loss over the first quarter, a modest upward revision from the 0.5% drop reported last month.  

– Consumer price inflation fell further in April, kept in check by falling air fares, but a surge in crude oil prices lifted input 
prices and could feed into consumer prices in the months to come. The consumer price index increased by an annual 
rate of 2.4% last month, the smallest rise since March of 2017, after a 2.5% rise in March. The result matched Bank of 
England staff forecast of a 2.4% annual rise in April, as reported in the May Quarterly Inflation Report. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds finished the week at 0.4060%, down from 0.5790% in the week before, on data 
suggesting weaker eurozone growth, rising political concerns about Italy and Spain, and growing concerns about other 
geopolitical risks.     

– The Eurozone composite purchasing managers’ index fell to 55.5 in May from 56.2 in April, IHS Markit reported 
Wednesday.  The May level was the lowest in 18 months, a further sign of a slowing European economy. However, the 
index remained well above the 50-break-even level, indicated continued growth ahead.   

– The German IFO business sentiment index stood at 102.2 in May, unchanged from its April level, the institute reported 
Friday.  A slight rise in current conditions to 106.0 from 105.8 the month before was offset by a decline in expectations to 
98.5 from 98.7.  

Japan 
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– The yield on 10-year JGBs closed the week at 0.0410%, down from 0.0610% the previous week, on weaker economic 
data and rising geopolitical concerns, as the Bank of Japan maintained its current monetary policy.  

– Consumer prices in central Tokyo, a leading indicator of the national average inflation rate, continued to post a slower 
pace of increase, hit by both temporary factors and weaker consumer confidence that is keeping some firms from raising 
prices, data from the Ministry of Internal Affairs and Communications released Friday showed. The Tokyo core consumer 
price index (excluding fresh food) rose 0.5% on year in May, lower than April’s +0.6% outturn.  This indicates the year-
over-year rise in the national CPI may slow down further in May from the 0.7% rise in April, further clouding the prospects 
for the Bank of Japan to anchor inflation around its 2% target in the next few years. May national CPI data is due June 
22. 

– Bank of Japan board member Makoto Sakurai said Thursday that the BOJ must not aim to achieve its 2% inflation target 
at any cost, calling for a close watch on the side-effects of prolonged large-scale monetary easing including overheating 
economic and financial conditions.  The BOJ needs to maintain an accommodative financial environment based on the 
current policy framework but the bank must also pay attention to the risk that prolonged aggressive easing may 
destabilize the financial system, which in turn could restrict economic activity. Sakurai said it was natural for the board to 
decide to stop publishing the estimated timeframe of hitting the 2% price target at its April meeting because the BOJ was 
facing various uncertainties and market participants focused too much on the estimated timing as an indicator of the 
future course of monetary policy. Nonetheless, the BOJ needs to carefully explain the mechanism for a price increase 
and its risks in to deepen communication with the markets. 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 


