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Weekly market watch  
 
As at Friday June 29, 2018 

Equities 

Region / Country  
 
Index 

 
Close  

 
Net Change  

Performance  
Year-to-date  52-week 

Asia-Pacific  
Hong Kong  HSI  28,955.11 (383.59) (3.22%) 11.51% 
India  BSE 30 35,423.48 (266.12) 4.01% 14.80% 
Japan  Nikkei  22,304.51 (212.32) (2.02%) 10.31% 
Singapore  STI  3,268.70 (18.70) (3.94%) 0.31% 
South Korea  KOSPI  2,326.13 (31.09) (5.73%) (2.90%) 
Taiwan  WSE 10,836.91 (62.37) 1.82% 3.98% 
Shanghai     COMPOSITE 2,847.42 (42.34) (13.90%) (10.68%) 
Europe  
France  CAC  5,323.53 (63.85) 0.21% 3.28% 
Germany  DAX  12,306.00 (273.72) (4.73%) (0.89%) 
Italy  FTSE MIB  21,626.27 (262.20) (1.04%) 4.45% 
Russia  RTSI  1,154.16 28.75 (0.02%) 15.49% 
UK FTSE 100  7,636.93 (45.34) (0.66%) 3.90% 
Americas 
Brazil  IBOV  72,762.51 2121.86 (4.76%) 16.91% 
Mexico  IPC  47,663.20 925.56 (3.43%) (3.12%) 
Nasdaq  CCMP  7,510.30 (182.52) 8.79% 22.23% 
US  S&P 500  2,718.37 (36.51) 1.67% 12.34% 
US   DOW  24,271.41 (309.48) (1.81%) 14.02% 

 

Bonds 
  

Close  
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.2780 1.3190 1.1970 1.2500 
10 Year OAT 0.6650 0.7090 0.6550 0.8060 
10 Year Bund  0.3020 0.3370 0.2600 0.4520 
10 Year Japan 0.0360 0.0350 0.0340 0.0630 
10 Year Treasuries  2.8601 2.8949 2.7810 2.2666 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  5.00 4.50 4.25 
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. stock indexes rose Friday after trade tensions eased and higher oil prices boosted energy companies, but still fell 
last week as investors sold shares of companies that are at risk from trade sanctions. The DJIA rose 0.23% on Friday, 
closing at 24,271.41.  The index was down 1.26% for the week but still up 0.79% in the second quarter.  The S&P 500 
inched up 0.08% on Friday to 2,718.37 but fell 1.33% on the week. For the quarter, the index was up 2.9%. The tech-
heavy Nasdaq rose 0.09% on Friday to 7,510.30, falling 2.37% for the week but rising 6.3% for the quarter.   

– Trade tensions between the United States and China eased somewhat last week but remained high. Tensions rose when 
the Wall Street Journal and Bloomberg reported Monday that the U.S. government was planning to announce restrictions 
on Chinese investments in sensitive U.S. industries due to national security concerns. On Wednesday, U.S. President 
Donald Trump backed down somewhat, accepting general changes already contained in U.S. Congressional legislation 
that would give the existing Committee on Foreign Investments in the U.S. (CFIUS) new powers to vet investments in the 
U.S. without targeting China specifically.  Chinese President Xi Jinping reportedly told a panel of 20 western corporate 
executives that U.S. firms doing business in China would suffer if the U.S. continues its unilateral trade sanctions.   

– A group of U.S. industrial users of steel sued the U.S. government over Trump’s steel import tariffs, arguing the law used 
to implement them is unconstitutional.  The suit comes amid increasing anger on the part of U.S. steel users, particularly 
vehicle manufacturers, who warn that the prices of their products will increase sharply in the months ahead due to the 
higher price of imported steel.   

– Fully 65% of chief financial officers at major multinational firms said that U.S. tariffs will hurt their companies over the 
next six months, with 20% saying the impact would be “very negative,” according to a CNBC quarterly CFO Council 
survey.  Some 35% said U.S. trade policy was the biggest threat to their operations, up from 27% in the first quarter and 
triple the 11% in the fourth quarter.  

– Motorcycle manufacturing icon Harley Davidson said Tuesday that it would move some manufacturing out of the United 
States to avoid European Union sanctions on U.S. products.  Harley Davidson is the first U.S. company to reduce 
domestic production after the EU slapped $3.3 billion in tariffs on U.S. products in retaliation for U.S. tariffs on steel and 
aluminum.  Trump threated to impose taxes on Harley Davidson in retaliation for their decision to move production out of 
the U.S., though it is unclear how he could legal do so without Congressional approval.  

– General Electric announced last week that it was selling off major portions of the company as part of its restructuring 
plan.  On Monday, it said that it will sell its distributed power unit to private equity group Advent International for $3.25 
billion.  On Tuesday, the same day GE stock was dropped from the Dow Jones Industrial Average, the company 
announced it will sell its health care division and its stake in the Baker Hughes oilfield service company.  Earlier this year, 
it sold its train manufacturing business.  The moves raise cash for GE to repair its battered balance sheet, which never 
recovered from the Global Financial Crisis. The company will now concentrate on three business lines: equipment for the 
electricity industry, renewable energy, and airplane engines and parts.  The company’s stock, which has fallen nearly 
50% in the last year, rose strongly on news of the divestitures.  

– Walt Disney won antitrust approval from the U.S. Department of Justice for its proposed $71 billion acquisition of 21st 
Century Fox’s entertainment assets.  Disney would have to sell off 22 sports networks owned by Fox within 90 days of 
the closure of the Fox deal to avoid competitive distorts under the DoJ deal.  The antitrust approval is a setback for 
Comcast, which has made its own $65 billion bid for the Fox assets and could raise that bid.  Fox stockholders are now 
due to vote at a July 27 meeting on whether to accept the Disney offer.  

– A UK court granted ride-hailing app company Uber a 15-month license to operate in London on Tuesday, allowing the 
company to continue operating in its biggest European market ahead of its planned IPO next year. The London 
Transportation Authority had stripped the company of its license last September for a series of violations. Uber convinced 
the court that its operating procedures had changed significantly since former CEO Travis Kalanick was replaced by 
Dara Khosrowshahi last summer.  The court required that Uber submit to audits during its 15-month probation to ensure 
it is complying with the operating requirements set out by the London Transportation Authority.  

– Apple and Samsung agreed to end their seven-year-long legal battle over whether the design of Samsung’s 
smartphones infringed on Apple’s iPhone patents, according to a court filing Wednesday.  Terms of the settlement were 
not disclosed.   

– The Food and Drug Administration (FDA) announced Tuesday that it had approved the first-ever cannabis-based 
medication. Epidiolex, manufacturing by UK firm GW Pharmaceuticals, was approved for the treatment of seizures in two 
types of childhood epilepsy.  

– Goldman Sachs and Morgan Stanley were ordered by the Federal Reserve to reduce their dividend payouts and share 
buybacks to strengthen their balance sheets.  The Fed’s announcement followed the completion of the second of its two 
stress tests of major U.S. banks.  All other banks, with the except of Deutsche Bank (see entry under EU Equities), 
passed the stress tests and were allowed to proceed with their dividend and share buyback plans.  Given stricter tests 
this year, and the impact of the new U.S. tax law in reducing the starting point for bank capital levels, many of those 
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plans had to be scaled back to get Fed approval, so that the level of payouts to investors this year will be about the same 
as last year, dashing hopes for a large increase.  

– E-commerce giant Amazon announced Thursday that it had purchased PillPack, an online pharmacy service.  The deal 
price was not disclosed.  Shares in other pharmacy chains, such as Walgreens Boots Alliance and CVS Health Corp., fell 
sharply on the news that Amazon had entered their business.  

– The Amazon news overshadowed the announcement by Walgreens Boots Alliance earlier Thursday of a $10 billion 
share buyback and an increase in its dividend by 10% on the back of stronger-than-expected quarterly results.  Earnings 
in its fiscal third quarter rose to $1.35 per share, up from $1.08 per share in the same period last year and well above 
expectations of $1.29 per share. Revenues were boosted by the purchase of about half of rival Rite Aid’s stores last 
year.   

– Shares in Carnival posted their biggest drop in six years on Tuesday after the cruise ship operator lowered its outlook for 
the quarter and the year due to higher fuel costs and the stronger U.S. dollar.  Carnival now sees earnings of $2.25 to 
$2.29 per share in the current quarter, well below analysts’ expectations of $2.47.  For the full year, it cut its outlook to 
$4.15 to $4.25, down from the previous range of $4.20 to $4.40. 

– AT&T, fresh from its successful acquisition of media firm Time Warner (renamed WarnerMedia), announced Monday it 
had acquired advertising tech company AppNexus, the largest internet ad buying service outside Facebook and Google.  
The acquisition, for about $1.6 billion, will allow AT&T/WarnerMedia to better compete with the internet giants in internet-
based advertising.  

– Larry Fink, CEO of $6.3 trillion investment group BlackRock, wrote a letter to firms in its portfolio in January to demand 
that they to do a better job in Environment, Social and Governance (ESG) issues or suffer the consequences in the 
market, the New York Times reported. As the world’s largest asset manager, BlackRock’s has the clout to back up its 
warning.  

– Conagra Brands has agreed to buy frozen food maker Pinnacle Foods for $10.9 billion. The combination would be the 
world’s second largest frozen-food maker, with $11 billion in annual sales, trailing only Nestle.  

– Shares in Nike rose strongly on Thursday after the sportwear manufacturer reported that fiscal fourth quarter revenues 
rose 13% to $9.8 billion, above expectations.  The firm also announced a $15 billion share buyback plan.  

UK 

– The FTSE 100 rose 0.28% on Friday to 7,636.93, as higher oil prices supported energy stocks. However, the index was 
still down 0.59% for the week, the fifth drop in six weeks, on trade and Brexit concerns. 

– The House of Commons voted Monday to approve the building of the controversial third runway at London’s Heathrow 
Airport.  The 14-billion-pound project had been delayed for years by local residents’ concerns about additional pollution 
and noise. Opponents of the expansion, including several local councils, now have six weeks to file judicial appeals to 
stop the project.  The lengthy appeals process means that construction on the runaway, if given final approval, would not 
begin until at least 2021. 

– The Brexit fall-out continued last week, with firms expressing increasing concern about the lack of progress on a UK-EU 
deal for post-Brexit economic relations.  German luxury carmaker BMW became the latest continental firm to warn that 
Brexit may force it to close some of its UK manufacturing facilities if its cannot import car components into the UK quickly 
and reliably.  Last week, Airbus, Europe’s largest defense and aerospace company, gave a similar warning for its UK 
plants that employ thousands.  Ferrovial, the Spanish-owned operator of Heathrow Airport, announced the day after the 
House of Commons approved building a third runway at Heathrow that it was moving its international holding company to 
the Netherlands from the UK.  Bank of America announced that it was accelerating the move of its investment banking 
business from London to Paris.  BofA, which employs 4,500 in London, had already announced it was moving most of its 
UK banking operations to Dublin.  And the UK Society for Motor Manufacturers and Traders (SMMT) reported Tuesday 
that investment in the UK auto industry had fallen by half in the past year due to uncertainties about Brexit, putting 
thousands of jobs at risk.  

– Carpetright reported a 70.5-million-pound annual loss on Tuesday, due to weak sales and restructuring costs that include 
closing 92 stores.  Sales fell 3.6% in the year to April 28, the company said.  

– BP made another bet on electric vehicles Thursday, announcing it would acquire Chargemaster, which operates 6,500 
charging stations across the country, the largest UK charging network. BP estimates there will be 12 million electric 
vehicles on Britain’s roads by 2040, up from 135,000 last year.  

– UK employee-owned retailer John Lewis warned Wednesday that its first-half profits would be close to zero as it invests 
heavily in services and technology.  The announcement would allow the retailer to continue to investment 400 to 500 
million pounds per year to upgrade its offerings, as it seeks to better compete with e-commerce firms.  

– Defense firm BAE announced Thursday that it had won a 20-billion-pound contract to build a new fleet of warships for 
Australia, beating out European rivals Navantia of Spain and Fincantieri of Italy. BAE will build nine Type 26 submarine-
hunting frigates over the 30-year build-and-maintenance contract, one of the largest in the world in recent years.  
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Europe (ex. UK) 

– Europe's Eurofirst 300 index increased 0.79% on Friday to 1,486.83, as the market cheers the compromise immigration 
agreement by European Union leaders.  However, the index still fell 1.28% on the week due to trade concerns.  

– The European Banking Authority warned Tuesday that European banks’ preparation for a “hard” Brexit were 
“inadequate,” a determination at odds with that of UK regulators.  The EBA warned that banks may need to hold greater 
capital against potential losses on UK loans after Brexit, which could prompt banks to reduce their lending in the UK.  

– The Federal Reserve announced Thursday that Deutsche Bank’s U.S. subsidiary had failed the second of its two stress 
tests for “widespread and critical deficiencies” and rejected the U.S. unit’s plan to make payments to its German parent. 
This is the latest blow to the Germany’s largest bank, which recently was put on the U.S. Federal Deposit Insurance 
Corp. list of “problem banks” and had its credit rating downgraded.  

– Chinese auto parts manufacturer Ningbo Jifeng on Monday announced a formal bid to acquire German auto parts maker 
Grammer.  Jifeng offered 60 euros per share, a 20% premium over the stock’s market price, or a total of 700 million 
euros to acquire the 75% of Grammer that it does not already own.  

– Activist UK hedge fund Caius Capital has warned that a large portion of Italian bank UniCredit’s core capital is 
overvalued and called on large shareholders to push the bank to convert 3 billion euros in complex instruments into 
common equity.  Caius has written the European Banking Authority to argue that these complex instruments should not 
be counted as part of the bank’s capital.  

– H&M Hennes & Mauritz, the world’s second largest fashion retailer, posted dismal results Thursday, with profits down by 
nearly one-third in the six months to May 31 to 6 billion Swedish kronor.  Sales rose 2% in the second quarter, a slight 
improvement from the flat first quarter. Earlier in the year, the Swedish retailer warned that profits in fiscal 2018 would be 
disappointing.  

Japan 

– Japan's Nikkei 225 Index rose 0.15% on Friday to 22,304.51 but was down 0.94% on the week on continued concern 
about the trade outlook.  

– Toshiba has told its investment bankers to explore a radical reverse merger to propel the embattled firm back into the top 
tier of the Tokyo Stock Exchange.  The company was demoted to the second-tier last year after it disclosed accounting 
irregularities that it used under threat of bankruptcy due to losses at its U.S. nuclear power business.  Under normal 
bourse rules, Toshiba would not be able to return to the top tier until 2022, after having submitted five years of 
unblemished financial accounts.  

– Xerox has threatened to expand its direct-sales effort in the Asia-Pacific region in competition with its decades-old joint 
venture with Fujifilm Holdings Corp.  The threat, in a letter of Xerox’s chief executive to the head of Fujifilm, comes in 
response to Fujifilm’s lawsuit to recoup alleged damages from their failed merger earlier this year. 

– Nissan Motor Co. Chairman Carols Ghosn repeated Tuesday that the company would review the capital structure of its 
alliance with French automaker Renault.  However, Ghosn did not give any details about a possible capital restructuring.  
The French government, the biggest shareholder in Renault, has been pushing Ghosn to merge it with Nissan.  Renault 
now owns 43.4% of Nissan, while Nissan owns 15% of Renault.  

– The Bank of Japan is a top-10 shareholder in nearly 40% of the companies listed on the Tokyo Stock Exchange through 
its ultra-loose monetary policy, the Nikkei Asian Review reported Wednesday.  The BOJ has accumulated some 25 
trillion yen ($227 billion) in equity positions through its purchases of exchange-traded funds.  That is equal to about 4% of 
the value of all shares in the first section of the Tokyo Stock Exchange, the newspaper said.  

– Takeda management easily defeated on Thursday an effort by a group of shareholders to derail its 46-billion-pound 
acquisition of Irish pharmaceutical firm Shire.  The move at the firm’s annual general meeting was closely watched 
because Takeda management will need to win a two-thirds majority of shareholders to approve the financing for the 
Shire deal next year. Only about 10% of shareholders voted to back the dissent group in Thursday’s vote.  

– Messaging group Line announced Thursday that it will launch a cryptocurrency exchange in Singapore next month, as it 
pushes into financial services to better compete with larger rivals WhatsApp and WeChat.  The new Bitbox exchange will 
offer trading in more than 30 currencies, including bitcoin, ethereum and litecoin, for a 0.1% commission.  

– A compromise between the management and founding family of oil firm Idemitsu Kosan has been reached, allowing for 
the merger of the firm with fellow oil company Showa Shell Sekiyu to proceed, the Nikkei Asian Review reported 
Thursday.  The founding family won reassurance the merger would not destroy the Idemitsu Kosan culture that treated 
employees like family, and now has board seats in the merged company to back that up.  

– Shares in electronics maker Sharp rose 15% on Friday after the company announced it was abandoning a plan to issue 
200 billion yen ($1.8 billion) in new shares.  Shares in Sharp, owned by Taiwanese contract manufacturing firm Foxconn, 
fell more than 10% when the new share plan was announced in early June.  Sharp blamed the share offer cancellation 
on market instability resulting from U.S.-China trade tensions.  



 

 Weekly market watch 5 

 

 

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index rebounded 2.17% on Friday to 2,847.42, after closing on Thursday at the 
lowest level since March 2016.  The index was still down 1.47% on the week and, as of Thursday, had fallen more than 
20% for the year, putting the index in bear territory. Traders’ concerns centered on continuing trade tensions with the 
U.S. 

– Hong Kong's Hang Seng index rose 1.61% on Friday to 28,955.11 but still fell 1.31% last week, the eighth decline in the 
last 10 weeks, on U.S.-China trade tensions and weakness in the mainland economy.  Smartphone maker Xiaomi’s 
much-anticipated Hong Kong initial offering was somewhat disappointing, raising $4.7 billion, at the low end of 
expectations.  

– Taiwan's Taiex index rose 1.71% on Friday but still fell 0.57% on the week to close at 10,836.91. As in other Asian 
markets, worries about global trade tensions and their impact on Asian supply chains dominated trading.    

– South Korea's Kospi rose 0.51% on Friday but fell 1.32% on the week to 2,326.13 on worries about trade tensions 
between the U.S. and China.  

– The Singapore Straits Times Index rose 0.34% on Friday along with other Asian markets, but fell for the sixth time in 
seven weeks, down 0.57% to 3,268.70, buffeted by the impact of trade tensions.   

Emerging Markets 

– Brazil's Bovespa followed the strong Wall Street rally Friday, rising 1.39% to 72,762.52.  The index rose both Thursday 
and Friday on bargain-hunting and relative political calm, resulting in an increase of 3.00% from the previous week. 

– Mexican stocks rose 1.34% on Friday to 47,663.20 on gains in global markets.  The IPC index rose 1.98% on the week 
ahead of Sunday’s presidential election.   

– India's BSE rose 1.10% on Friday to 35,423.48, as investors bet that strong growth would continue given the country is 
relatively insulated from global trade tensions and the effect of the stronger U.S. dollar.  However, the index was still 
down 0.75% for the week.  

– Russia's RSTI index rose 2.58% on Friday to 1,154.16, pushing the index up 2.55% for the week, as higher oil prices, 
Russia’s largest export, buoyed sentiment.   

Alternative Assets 

– Oil prices rose on Friday for the fourth straight trading day on higher demand, lower inventories and supply disruptions.  
The August West Texas Intermediate (WTI) crude oil contract rose 1% on Friday to $74.15 per barrel, its highest level 
since November 2014.  WTI was up 8% on the week, 11% on the month and 14% on the quarter. The August contract 
for international standard Brent crude rose 2% on Friday to $79.44.  Brent rose 5.2% for the week, 2.4% for the month 
and 13% for the quarter.   

– Gold futures prices rebounded on Friday after having fallen on Thursday to their lowest level since mid-December. 
August gold rose 0.3% on Friday but fell 1.3% on the week to $1,254.50 per troy ounce.  Gold prices were down 3.8% in 
June and 5.5% in the second quarter.    

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries ended the week at 2.8601%, down from 2.8949% at the end of the previous 
week, on safe-haven flows resulting from continued global trade tensions.   

– The year-over-year rate for core personal consumption expenditure (PCE) inflation, the Federal Reserve’s preferred 
price gauge, rose to 2.0% in May from 1.8% in April, reaching the Fed’s nominal target. The core price index rose 0.2% 
m/m, as expected, after an identical 0.2% gain in April. The overall PCE price index was up 0.2% m/m after a 0.2% April 
reading as energy prices rose by 0.9% in the current month, while food prices were down 0.2%. The overall PCE price 
index rose to 2.3% year-on-year.   

– The value of U.S. durable goods new orders fell 0.6% in May, a smaller drop than the 0.8% decrease expected by 
analysts, and followed a large upward revision to the decline in the previous month, data released Wednesday by the 
Commerce Department showed. The main driver of the May decline was a 1.0% drop in transportation orders. However, 
the data showed underlying weakness, as new orders excluding transportation orders posted a surprise 0.3% decrease 
on declines in almost every component. Analysts had expected this component to rise 0.4%, continuing a string of gains 
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back to February. Nondefense aircraft and parts new orders fell 7.0% in May following a 30.3% decline in the previous 
month. In addition, motor vehicles and parts orders declined 4.2%, pulling the transportation component lower. Those 
declines were partly offset by a 21.1% jump in defense orders and a 20.0% rise in transportation orders excluding motor 
vehicles and aircraft, according to MNI calculations.  Nondefense capital goods new orders fell 2.0%, and were still down 
0.2% excluding a drop in civilian aircraft orders following a 2.3% gain in April. 

– First quarter GDP growth was revised lower to a 2.0% annual rate from the 2.2% pace in the second estimate, compared 
with expectations for no revision, data released Thursday by the Bureau of Economic Analysis showed. Downward 
revisions to personal consumption expenditures (PCE) and business inventories growth and a wider trade gap were the 
key factors, supplemented by an upward revision to the GDP price index. There was some offset by upward revisions to 
nonresidential fixed investment, residential fixed investment, and government spending.  Growth is expected to follow its 
usual seasonal pattern of rebounding from a softer first quarter pace when the advance second quarter data is released 
next month. Continued strong consumer spending growth is expected to be a key part of that rebound. 

– Current dollar personal consumption expenditures (PCE) rose 0.2% month-on-month, below the 0.4% gain expected. 
Real PCE were flat following a 0.3% gain in April, and rose at a 2.3% seasonally adjusted annual rate in the first two 
months of the second quarter. May PCE was lifted by mild gains in both goods and services spending, but real PCE 
showed a solid gain in goods spending, but a decline in services spending. Personal income was up 0.4%, right on target 
with analysts' expectations, led by a 0.3% rise in wages and salaries, as well as a large 0.7% gain in personal income 
receipts on assets, and smaller gains in other income categories. Personal taxes declined by 0.2% in May after a 0.4% 
decline in April. Disposable personal income posted a 0.4% rise. Real disposable income rose 0.2%.  The savings rate 
surprisingly jumped to 3.2% from 3.0% in April. The savings rate remains below the May 2017 level of 3.8%, suggesting 
consumers continue to prioritize spending over savings. 

– The MNI Chicago Business Barometer rose for the third straight month in June, increasing by 1.4 points, to finish the 
quarter at a five-month high of 64.1, the best outturn for a month of June since 1994. On the quarter, the Barometer 
averaged 61.5, broadly unchanged from Q1, upholding the strong pace of business activity seen for much of last year. 
Order book growth rose for the second month in a row in June, assisting the Barometer's uptick. The New Orders 
indicator picked up to the highest level since January but was offset by a slight easing in output. Together, New Orders 
and Production account for 60% of the weighting in the headline index. 

– New single-family home sales rose by 6.7% to a 689,000-annual rate in May, due solely by a sharp increase in sales in 
the large South region, data released by the Commerce Department Monday showed.  The new home sales pace was 
above the 665,000-rate expected, but followed downward revisions to the previous two months. The sales pace remains 
well above its year ago level, up 14.0% unadjusted from May 2017.  When revisions to March and April data are 
incorporated, the second quarter sales pace averaged 668,000, up from 656,000 in the first quarter. 

UK 

– The yield on 10-year Gilts closed the week at 1.2780%, down from 1.3190% a week earlier, on global trade concerns 
and worries about Brexit.   

– The June Financial Stability Report released Wednesday by the Bank of England Financial Policy Committee found that 
household and corporate debt levels are well below average and corporate debt servicing costs are at an all-time low. 
The Financial Policy Committee (FPC) estimated it would take a 200-basis-point (bps) increase in the Bank Rate to bring 
debt servicing costs back to average. This suggests that indebtedness is not a significant barrier to further monetary 
tightening.  UK banks have built up substantially greater capital buffers in the years since the global financial crash and 
the FPC deems no additional capital is required. Consequently, the countercyclical capital buffer rate remained at 1%.  In 
contrast to the domestic situation, global risks are elevated and rising. Levels of debt in China and dollar-denominated 
debt in emerging market countries excluding China are providing cause for concern. Rising U.S. rates are pushing the 
costs of servicing this debt upward. The FPC also noted that Euro Area risk had increased but that UK banks' direct 
exposure to Italy is slight, amounting to only 1% of their aggregate exposure. 

– Q1 GDP growth was revised up 0.1 percentage point to 0.2% quarter-on-quarter on stronger construction data. 
Construction fell by 0.8% in the first quarter, much less severely than the 2.7% q/q drop originally reported. First quarter 
manufacturing was revised to show a 0.1% q/q drop, down from the 0.2% increase originally reported., resulting in the 
first q/q fall in manufacturing output since Q3 2016.  

– June's consumer confidence wiped out all the gains seen in May, reverting to the -9 reported in April, the latest survey by 
GfK showed. The drop in June's GfK Consumer Confidence Index (CCI) was driven by declines across every measure, 
with the general economic situation leading the way lower. Both the general economic situation over the last twelve 
months and the next twelve months shrunk four points from May to -28 and -25, respectively.  Perceptions of households' 
prospective personal finances fell less than the general economic situation measures, but still shows a real fall in 
confidence. The personal financial situation measure over the next twelve months fell two points from May to +6, 
whereas the financial situation over the past twelve months was flat at 0, down a point from May. 
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– UK retailers saw a weather-induced boost in retail sales volume growth in June, with supplier orders also up sharply on 
the month, a CBI survey showed. The reported sales volume balance rose to +32 in June, up 21 points from May and 
settling at the highest level since last September. June's result meant that the headline balance has now put together a 
string of three consecutive monthly increases after falling into negative territory in March. Looking forward, the expected 
balance for July held firm at +18. 

– UK house purchase mortgage approvals rose to its highest level since the turn of the year but activity remains muted, 
data published by UK Finance on Tuesday showed.  Seasonally adjusted house purchase mortgage approvals rose for 
the second consecutive month in May, rising to 39,244, up from 38,327 in April. The May result follows back-to-back 
declines in February and March and was the highest since January. Despite the better figures, the data are still indicative 
of a cooling housing market lacking any real impetus. Approvals are historically a good indicator of future house 
purchase levels. On a year-on-year basis, approvals were down 4.0% in May, the eighth straight decline.  

– UK house prices rose in June, up 0.5% on the month, though the annual gain decelerated to 2.0% from 2.4% in May, the 
slowest annual gain in five years, the latest Nationwide House Price Index showed.  Annual house price growth in the 
Nationwide series has held in a 2 to 3% range since May 2017, but is now bumping along at the lower end of that range. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds finished the week at 0.3020%, down from 0.3370% the week before, on growing 
concerns about global trade risks. 

– Euro area headline inflation edged higher in June, in line with market expectations, according to a flash report published 
by Eurostat on Friday.  Headline harmonized consumer price inflation (HICP) rose to 2.0% in June from May's 1.9%, the 
data showed. It was the first time since the spring of 2017 that inflation was above the European Central Bank's “close to 
but below 2%” target.  Before the spike in January and April 2017, the last time inflation tested this level was in January 
2013. Core inflation, which excludes food, alcohol, tobacco and energy, edged lower, down 0.1 percentage point to 1.0 
% y/y. Energy prices rose 8.0% on the year, outpacing the 6.1% rise in May. 

– Eurozone economic sentiment index fell in June to its lowest level since August 2017, Eurostat reported Thursday.  The 
confidence index fell to 102.3 in June from 102.5, due to declines in consumer and construction sentiment. 
Manufacturing and service sector sentiment were stable in June, while retail sentiment edged up.  

– Eurozone consumer sentiment fell in June to an eight-month low, Eurostat reported Thursday.  The index fell to -0.5 in 
June from +0.2 in May and +0.3 in April.  Consumers’ sentiment on the future global economic situation, the 
unemployment outlook and their personal savings expectations all deteriorated in June.  

– The Ifo Institute’s German business sentiment index fell from 102.3 in May to 101.8 in June, the lowest level since May 
2017.  The decline was led by weaker sentiment on current conditions, which fell to 105.1 from 106.1 the month before.  
Future expectations were unchanged at 98.6. Sentiment deteriorated in all sectors in June, the Institute said.  

– The French consumer sentiment index fell for the second straight month, to 97 in June from 99 in May and 100 in both 
March and April.  The decline in June was led by deterioration in sentiment on whether it was a good time to buy and the 
future standard of living in France.  

– Italian business sentiment rose in June for the first time since February, as the country’s new government had a positive 
impact on the business outlook.  The business sentiment index rose to 105.4 in June from 104.8 in May, as gains in 
sentiment in the retail and services sector more than offset declines in manufacturing and construction, the Italian 
statistics agency ISTAT reported Wednesday.  

– Italian consumer sentiment also rose in June after falling the previous two months. The consumer sentiment index rose 
to 116.2 in June from 113.9 in May, led by a strong gain in sentiment about the national economic climate, ISTAT 
reported.  

Japan 

– The yield on 10-year JGBs closed the week at 0.0360%, up slightly from 0.0350% the previous week, as the Bank of 
Japan reduced modestly the size of its bond buying.   

– The Bank of Japan on Friday reduced the size of its purchase of Japanese government bonds with a remaining life of 5 
to 10 years to Y410 billion from Y430 billion at the previous similar operation on June 22.  The move, which was 
expected by some investors, is aimed at preventing the 10-year bond yield from falling further amid continued tight 
supply-demand conditions.  Friday's cut in the purchase amount for the zone was the first since June 1, when it was 
reduced to Y430 billion from Y450 billion in May. The yield on the 10-year bonds was little influenced by the operation, 
standing at 0.030%, little changed from earlier in the morning. 

– Industrial production fell 0.2% month-on-month in May, the first drop since January, partly reversing the 0.5% gain in 
April, the government reported Friday.  The decline was smaller than expected, with analysts predicting output would fall 
1.1% m/m.  The May drop was led by a 1.9% decline in production of steel and iron, likely adversely affected by U.S. 
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steel import tariffs that took effect June 1. On an annual basis, output rose to 4.2% y/y, up from 2.6% in April, due to a 
favorable base effect in May 2017.  

– The unemployment rate fell to 2.2% in May from 2.5% in April, the government reported Friday.  May’s jobless rate was 
the lowest since August 1992.  The ratio of available jobs to applicants stood at 1.6, the highest since January 1974, 
underscoring Japan’s increase labor shortage.  

– Retail sales were sluggish in May due to fewer public holidays compared to a year before and cooler weather after 
unusually high temperatures boosted demand for summer clothing in April, preliminary data released Thursday by the 
Ministry of Economy, Trade and Industry (METI) showed.  Retail sales rose 0.6% on year in May for the seventh straight 
year-on-year rise, coming in weaker than the economist forecast for +1.0%. The pace of growth decelerated from +1.5% 
in April and was much slower than the recent peak of +3.6% in December 2017.  The modest increase was supported by 
gains in the prices for food and beverages, as well as fuels, compared to year-earlier levels. Sales of fuels accelerated to 
+13.4% y/y in May from +10.9% in April while those of food and beverages rose 0.8% y/y in May after +0.6% in April.  On 
the other hand, sales of apparel slumped 4.1% on year, the second year-on-year drop while those of vehicles posted the 
fifth straight y/y decline, down 2.8%.  On the month, retail sales fell 1.7% on a seasonally adjusted basis in May, the first 
drop in three months after +1.3% in April. The three-month moving average fell 0.3% compared to the previous three-
month average to April.  

– Consumer confidence index fell slightly in June, posting the first month-on-month drop in two months, as concerns about 
the rising cost of living and U.S. trade disputes linger, data released Friday by the Cabinet Office showed. "Households' 
views on overall economic well-being have been weighed down by rising gasoline and utility costs. People are sensitive 
to news that dry-cleaning prices rose in June and bread prices will rise in July," a Cabinet Office official said. "People's 
views on income gain have also been down because real wages continue to fall."  Developments in the U.S.-China trade 
row are also linked to the month-to-month fluctuation in the consumer confidence index. 

Source: Market News International 
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change. In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and completeness of all information 
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