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Weekly market watch  
 
As at Friday July 13, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  28,525.44 209.82 -4.66% 8.10% 
India  BSE 30 36,541.63 883.77 7.30% 14.06% 
Japan  Nikkei  22,597.35 809.21 -0.74% 12.32% 
Singapore  STI  3,260.35 68.53 -4.19% -0.82% 
South Korea  KOSPI  2,310.90 38.03 -6.35% -4.30% 
Taiwan  WSE 10,864.54 255.97 2.08% 4.03% 
Shanghai     COMPOSITE 2,831.18 83.96 -14.39% -12.14% 
Europe 
France  CAC  5,429.20 53.43 2.20% 3.70% 
Germany  DAX  12,540.73 44.56 -2.92% -0.80% 
Italy  FTSE MIB  21,892.35 (33.16) 0.18% 1.72% 
Russia  RTSI  1,189.35 15.88 3.02% 15.48% 
UK FTSE 100  7,661.87 44.17 -0.34% 3.35% 
Americas 
Brazil  IBOV  76,594.35 2,041.29 0.25% 17.52% 
Mexico  IPC  48,406.01 (575.40) -1.92% -5.03% 
Nasdaq  CCMP  7,825.98 137.59 13.36% 24.73% 
US  S&P 500  2,801.31 41.49 4.78% 14.44% 
US   DOW  25,019.41 562.93 1.21% 16.08% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.2730 1.2670 1.3690 1.3020 
10 Year OAT 0.6180 0.6420 0.8420 0.8810 
10 Year Bund  0.3400 0.2920 0.4820 0.6030 
10 Year Japan 0.0400 0.0330 0.0540 0.0840 
10 Year Treasuries  2.8271 2.8217 2.9663 2.3444 

 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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US 

– U.S. stock indexes rose Friday and posted weekly gains, as market concerns about the impact of U.S. trade policies 
eased even though the White House announced that it planned to impose new tariffs on an additional $200 billion worth 
of Chinese imports. The DJIA rose 0.38% on Friday and 2.30% on the week, closing at 25,019.41.  The S&P 500 rose 
0.11% on Friday to 2,801.31 and was up 1.50% on the week. The tech-heavy Nasdaq inched up 0.03% on Friday to 
7,825.98, gaining 1.79% for the week.   

– U.S. President Donald Trump ordered the U.S. Trade Representative to prepare a list of $200 billion of Chinese imports 
on which to impose a 10% tariff, on top of a 25% tariff on $34 billion in Chinese imports that was implemented July 6 and 
will be implemented on another $16 billion in imports within weeks.  China has threatened to retaliate, but since it does 
not have $200 billion in additional U.S. imports on which to impose a tariff, it is expected to implement non-tariff barriers 
on U.S. corporate operations in China, such as blocking mergers and acquisitions and stepping up inspections of U.S. 
imports.  Trump has threatened to sanction a further $300 billion in Chinese goods, which would target all Chinese 
imports into the U.S., if China does not capitulate.  China media stepped up criticism of the U.S. trade moves, with the 
official People’s Daily condemning the “lunatic ravings” of the White House in an editorial Thursday. But in a hopeful sign, 
U.S. Treasury Secretary Steven Mnuchin told a Congressional committee later that day that he and other administration 
officials are “available” for negotiations if China commits to deeper structural reform. Both Republican and Democratic 
Congressional leaders sharply criticized Trump’s trade policies during the week, as signs emerged that they were 
already having a negative impact on U.S. businesses.  

– Electric carmaker Tesla announced Tuesday that it had signed a memorandum of understanding to build a new 
production factory in Shanghai that would rival the size of its current U.S. facility. The factory would be wholly owned by 
Tesla, a departure from previous Chinese practice, as China is sweetening deals for foreign investment in China in 
response to President Trump’s ratcheting up of trade sanctions against the country. The announcement, however, did 
not say how much the construction of the factory would cost or where the money would come from.  Analysts worry that 
Tesla is running out of cash and won’t have any funds to support the plan, even with financial support from the Chinese 
government.  

– Large U.S. banks began to release their quarterly earnings statements on Friday, with most showing strong 
improvement. Profits at JPMorgan Chase rose 18% in the second quarter from a year earlier on strong loan growth. 
Citigroup reported that second quarter net income rose 15%, as strong consumer banking more than offset lower trading 
and investment banking revenues. Profits at Wells Fargo, however, dropped 11% from the same quarter a year earlier, 
despite a 19% decline in its tax bill due to U.S. tax reform.  The third-largest U.S. bank is still struggling to repair the 
damage from a series of scandals in the last year.  Investors were not impressed with the strong earnings statements 
from JPMorgan Chase and Citigroup, continuing the sell-off of bank stocks that began earlier this year, as they worry that 
further Federal Reserve interest rate hikes will erode bank profits in the months ahead. 

– Pharmaceutical giant Pfizer agreed Tuesday to postpone planned price increases on 100 of its products, including 
Viagra, after the plan were sharply criticized by President Trump.  The about-face came a day after Trump said Pfizer 
should be “ashamed” of its plan to raise prices.  

– The U.S. Department of Justice announced Thursday that it would appeal a lower court ruling that approved the $80 
billion merger of AT&T and TimeWarner on anti-trust grounds.  The announcement sets the stage for a second round of 
litigation that will leave investors in suspense for many months over the merged company’s plans.  AT&T had left 
TimeWarner’s assets in a separate unit in case the government appealed the initial ruling.  The government continues to 
claim the merger would reduce competition in the pay TV market and so hurt consumers.  

– Semiconductor maker Broadcom announced late Wednesday that it had agreed to buy software firm CA Technologies 
for $19 billion.  The move into software is a strategic shift for Broadcom after its attempt to buy rival chip maker 
Qualcomm was blocked by U.S. authorities on national security grounds.  Share in CA Technologies rose Thursday on 
the news, while Broadcom stock fell sharply on worries that it is straying too far from its semiconductor expertise.  

– A St. Louis, Missouri jury ordered consumer products maker Johnson & Johnson to pay $4.7 billion to 22 women and 
their families for their allegations that asbestos in its iconic baby talcum powder product caused ovarian cancer.  The 
company said it would appeal the ruling. The jury awarded the plaintiffs $550 million for actual damages and $4.14 billion 
in punitive damages, the latter of which is usually scaled back on appeal.  The verdict is the largest so far in the more 
than 9,000 such cases against Johnson & Johnson.  

– Shares in U.S. airlines fell sharply last week after major carriers cut their profit forecasts due to higher fuel prices.  On 
Wednesday, American Airlines cut its earnings projections to $5 to $6 per share, below the previous $5.50 to $6.50 
guidance, due to an expected $2.3 billion in higher fuel costs.  On Thursday, Delta, the country’s second-largest carrier, 
cut its full-year earnings forecast to $5.35 to $5.70 per share, sharply lower than the previous guidance of $6.35 to $6.70 
per share, due to an estimated $2 billion in extra fuel charges.  
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– Shares in Nordstrom’s fell sharply Tuesday after the upscale retailer’s latest sales forecasts disappointed investors yet 
again.  The firm projected fiscal year sales of $15.2 million to $15.4 million, below analysts’ expectations for $15.7 
million. The downbeat forecast comes amid strong competition from e-commerce rivals and after the founding Nordstrom 
family failed in its attempt to take the company private earlier this year.  

– The corporate windfall from U.S. tax reform resulted in a record amount of U.S. stock buyback plans in the second 
quarter.  Firms announced $437 million in stock buybacks in the April-June period, almost double the previous quarterly 
record of $242 million, according to investment research firm TrimTabs.  

– Shares in PepsiCo rose on Tuesday after drinks and snack maker reported higher-than-expected second quarter 
earnings. Net revenue rose to $16.1 billion in the three months to June 16, up 2.4% from the year-earlier period.  

– Ride hailing app firm Uber announced Monday that it had invested in electric scooter and bike sharing service Lime, 
joining Google parent Alphabet.  Uber plans to integrate Lime’s service into its mobile app. Uber’s move comes a week 
after rival Lyft purchased bike-sharing service Motivate, which includes the Citibike brand.   

UK 

– The FTSE 100 rose 0.14% on Friday to 7,661.87 and was up 0.58% for the week, only the second rise in the last eight 
weeks, on easing trade concerns. 

– UK Prime Minister Theresa May released a 98-page white paper on Thursday outlining her new “soft” Brexit plan that 
seeks to preserve many of the country’s current economic relationships with the European Union.  The plan was 
welcomed by most of the UK business community.  However, May faces a possible leadership crisis after Brexit Minister 
David Davis and Foreign Minister Boris Johnson quit her cabinet early in the week in protest over the transition plan, 
even though the entire cabinet had approved it the previous Friday. Eurosceptic members of parliament may seek to 
challenge May’s leadership in coming days.  European Union officials welcomed the detailed plan but worried that 
political turmoil will make it more difficult to negotiate a Brexit transition deal.  UK officials are worried that the EU will 
reject May’s compromise plan, which the EU may see as an attempt to “cherry pick” the best aspects of the current 
relationship.  U.S. President Trump added to May’s problems, warning in a newspaper interview while visiting the UK on 
Thursday that the Brexit plan would likely “kill” any chance for a trade deal between the U.S. and Britain, criticizing May’s 
Brexit negotiations with the EU as “unfortunate” and commending Boris Johnson as a potential future prime minister.  
However, at a press conference following their bilateral meeting Friday, May and Trump took turns praising each other.  

– The battle between U.S. cable group Comcast and Rupert Murdoch’s 21st Century Fox for Sky’s European cable 
operations heated up last week.  On Wednesday, Fox sweetened its offer to acquire the 61% of Sky’s European cable-
TV network that it does not already own to 24.5 billion pounds.  Hours later, Comcast upped the ante, raising its bid to 26 
billion pounds.  Comcast’s battle with Fox is seen as a proxy war with Walt Disney for dominance of the global 
entertainment space. Through its $71 billion offer to purchase all of Fox’s entertainment assets, Disney would get access 
to all of Sky if Fox were to win the bidding war.  On Thursday Fox received regulatory approval for its Sky bid, which 
Comcast had received earlier.   

– The UK Information Commissioner’s office fined Facebook 500,000 pounds Tuesday for failure to protect customer data 
in the Cambridge Analytica scandal, in which user information was used to influence election campaigns.  The fine is the 
largest permissible under current data protection law.  

– Pharmaceutical firm Indivior, which specializes in addiction treatments, fell more than 30% on Tuesday after warned that 
its financial guidance for this year was no longer valid given changing market conditions in the U.S. A surge in generic 
products from India’s Dr. Reddy is seen cutting deeply into Indivior profits.  

– Online grocer Ocado reported a larger pre-tax loss in the first half of the year, as it stepped up investments in robot-
operated warehouses for other retailers.  The firm reported it lost 9 million pounds in the six months to June 3 and said it 
would boost investment to 210 million pounds this year from 160 million in 2017.  

– A major investor in consumer products firm Unilever warned on Wednesday against the company’s plan to move its 
headquarters out of the UK to Rotterdam.  With the move, Unilever would drop out of the FTSE 100 stock index, forcing 
investors to sell their stock to avoid losses, Lindsell Train told the Financial Times. Unilever must get 75% of UK 
shareholders to approve the headquarters move, as well as 50% of Dutch shareholders.  

Europe (ex. UK) 

– Europe's Eurofirst 300 index increased 0.26% on Friday to 1,508.14, and was up 0.66% for the week, as investors 
looked past trade tensions.  

– German chemical group BASF reached agreement to build a new $10 billion petrochemical factory in Guangdong, China, 
its largest investment in China to date.  The new plant, expected to be finished in 2030, would be completely under BASF 
control. The deal was part of $23 billion in deals and memorandums of understanding signed during Chinese Premier Li 
Keqiang’s visit Germany last week.  
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– U.S. hedge fund Elliott Management took control of top European football club AC Milan after Chinese owner Li 
Yonghong, who bought the club last year, failed to make a required debt payment.  Elliott said it would inject 50 million 
euros in equity capital into the club to ensure its stability, as it is in talks to sell a minority stake.  

– Airbus held back delivery of new A330 airplanes to heavily indebted conglomerate HNA after the Chinese company failed 
to make required payments for several months.  The delay in payment pre-dated the death of HNA co-chairman Wang 
Jian two weeks ago. 

– Norway’s sovereign wealth fund, the world’s largest, has sold its shares in PacifiCorp because the U.S. utility still uses 
coal to generate some of its electric power.  The move is the latest in the Norwegian fund’s ethical investment drive, 
which avoids investment in companies that pollute the environment, build nuclear weapons or are linked to child labor.  

– Turkey’s equities, bonds and currency took a beating last week after newly re-elected President Recep Tayyip Erdogan 
appointed his son-in-law as treasury and finance minister and predicted a fall in interest rates.  Investors are worried 
about the outlook for the economy and Turkey’s ability to find the $200 billion in annual funding needed to service its debt 
and pay for its large and growing current account deficit.  

– Shares in PSA, the parent of car brands Peugeot and Citroen, rose sharply to a record high Thursday after the auto 
maker reported a 38% rise in sales in the first half of the year.  The results were helped by PSA’s purchase of German-
UK car maker Opel-Vauxhall from General Motors and a strong rise in sales of sport utility (SUV) models.  

– France’s CMA CGM, one of the world’s largest cargo shippers, announced that it would stop shipping to and from Iran to 
avoid new U.S. sanctions on that country.  Dutch airline KLM, part of the Air France/KLM group, also said it would stop 
flying to Tehran as of September for fear of U.S. retaliation.  The announcements are further blows to European efforts to 
keep alive the Iran nuclear deal after the U.S. withdrew in May.  

– German discount clothing retailer KiK said it has abandoned plans to open shops in the United States, arguing it was too 
risky given President Trump’s protectionist moves, Handelsblatt reported Thursday. The firm had planned to open 10 
stores in the Midwest U.S. by next year but will now refocus on expansion in the European market.  

– Nike won the World Cup sportswear battle over arch rival Adidas, even though Adidas was an official sponsor of the 
tournament and Nike was not, Handelsblatt reported Wednesday.  At the start, Adidas sponsored 12 tournament teams 
compared to 10 for Nike.  But most Adidas-sponsored teams were eliminated early and only one made it to the semi-
finals (Belgium), while Nike sponsored the other three semi-finalists (France, England, Croatia) and both finalists.  

Japan 

– Japan's Nikkei 225 Index rose 1.85% on Friday to 22,597.35 and was up 3.71% on the week in line with easing trade 
concerns in other Asian markets.  

– Record rainfall in western Japan caused major flooding that resulted in more than 200 deaths.  More than 240,000 
households in 11 prefectures were without running water as of Thursday, with problems compounded by higher 
temperatures that are forecast to reach 35 degrees centigrade in some areas.  

– The U.S. Federal Trade Commission announced Tuesday that it had approved the 46-billion-pound takeover of Irish 
drugmaker Shire by Takeda Pharmaceutical. Antitrust reviews are still pending in Japan, Europe and China.  Takeda 
must also get supermajority approval from its shareholders for the financing of the deal, which would make the company 
one of the world’s largest pharmaceutical firms.  

– Softbank said it would spend $2 billion to increase its stake in Yahoo Japan to burnish its e-commerce credentials ahead 
of the public listing of its domestic mobile phone unit on the Tokyo Stock Exchange.  Softbank will buy the shares from 
Altaba, the legal entity created to hold stakes in Yahoo Japan and Alibaba. Yahoo Japan will then buy back the shares 
from Softbank.  Shares in Yahoo Japan rose sharply on the news.  

– U.S.  investment fund manager Tiger Global said that it had taken a more than $1 billion stake in Softbank, arguing that 
the conglomerates’ share price is undervalued.  Softbank owns a 27% stake in Alibaba and a 43% stake in Yahoo Japan, 
controls Japanese mobile phone companies Softbank Mobile and Sprint and has set up a $100 billion Vision Fund to 
invest in tech firms globally.    

– U.S. retail giant Walmart is considering selling its Japanese subsidiary Seiyu GK, the Yomiuri Shimbun reported 
Thursday.  In line with its new global strategy, Walmart is seeking to reduce its bricks-and-mortar retail presence in 
Japan given its shrinking population and shift its focus to e-commerce.  Walmart has approached trading houses and 
investment funds to buy financially struggling Seiyu, which operates 300 large-sized retail outlets throughout Japan, 
many of them unprofitable.  

– Fast Retailing reported record profits in the fiscal third quarter, the firm announced Thursday.  Profits reached 68.4 billion 
yen in the quarter ending in May, up 37% from a year ago and well above expectations of 59 billion yen.  The success of 
the firm’s Uniqlo brand, which is aiming to be the world’s largest apparel retailer, was underlined when tennis star Roger 
Federer played at the Wimbledon tournament last week weaning Uniqlo sportswear.  The firm’s CFO said that the U.S.-
China trade dispute would have only a limited impact on its outlook.  

– Nissan Motor Co. admitted Monday that it had falsified tests on emissions and fuel economy of new cars sold in Japan, 
the second scandal to hit the company in the last year.  The firm admitted in September that workers routinely falsified 
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inspection reports on new vehicles, forcing it to recall more than 1 million vehicles in Japan for re-inspection.  Nissan said 
that the latest test scandal did not affect vehicles for export.  

– The Japanese arm of Apple Inc. said Wednesday it had reviewed iPhone delivery contracts with three major domestic 
carriers – NTT DoCoMo, KDDI Corp. and Softbank Corp. -- after Japan’s Fair Trade Commission questioned whether the 
contracts were restricting the carriers’ sales plans.  The FTC cleared the contracts after the review.  

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index fell 0.23% on Friday to 2,831.18, but was still up 3.06% on the week as 
concerns about the economic impact of trade tensions with the U.S. eased.  Shares in Chinese telecom firm ZTE rose 
sharply Thursday on both the mainland and Hong Kong exchanges after the U.S. said it had signed an agreement to lift 
the ban on the company’s purchase of U.S. components once it deposits $400 million into an escrow account.  The U.S. 
lifted the ban on Friday.  

– Hong Kong's Hang Seng index rose 0.16% on Friday to 28,525.44 and was up 0.74% last week, only the third rise in the 
last 12 weeks, on easing concerns about U.S.-China trade tensions.  Shares in smartphone maker Xiaomi rebounded 
late last week after falling below the initial offering price on the first day of trading on Tuesday.   

– Taiwan's Taiex index rose 1.17% on Friday and 2.41% on the week to close at 10,864.54. Taiwan Semiconductor 
Manufacturing Co., the sole manufacturer of processing chips for Apple’s iPhones, reported a 12% increase in revenues 
in the first half of the year compared to the year-earlier period despite a decline in global smartphone sales.  

– South Korea's Kospi rose 1.13% on Friday and 1.67% on the week to 2,310.90 after the Bank of Korea left official 
interest rates unchanged. However, the central bank admitted that the U.S.-China trade dispute, if it continues, will likely 
force it to lower its growth forecasts, given the country’s heavy dependence on exports of semiconductors and 
automobiles.  

– The Singapore Straits Times Index rose 0.23% on Friday and 2.15% on the week to 3,260.35, only the second rise in the 
last nine weeks, as concerns about trade tensions eased among Asian investors.   

Emerging Markets 

– Brazil's Bovespa rose 0.97% to 76,594.35 on Friday and was up 2.11% from the previous week, as the real rose for the 
second week in a row.  

– Mexican stocks fell 0.60% on Friday to 48,406.01. The IPC index fell 1.17% on the week, as the market turned its 
attention back to the country’s multiple economic challenges, including higher inflation, on-going NAFTA trade 
negotiations with the U.S., and the reform agenda of newly elected leftist President Andres Manuel Lopez Obrador, who 
said he’s seeking to boost growth to 4% per year.      

– India's BSE was virtually flat on Friday (down 0.02%) at 36,541.63, snapping a five-day winning streak, as higher inflation 
and weaker industrial production numbers released Thursday caused investors some concern. But the index was still up 
2.48% for the week, the seventh gain in eight weeks.  

– Russia's RSTI index rose 1.01% on Friday to 1,189.35, helping to push the index up 1.35% for the week, on the positive 
impact of higher oil prices.  Positive reviews of Russia’s staging of the football World Cup continued to create a feel-good 
mood in the market.  

Alternative Assets 

– Oil prices rose Friday but posted large losses for the week on signs that Libya would soon begin exporting large 
quantities of oil again.  The August West Texas Intermediate (WTI) crude oil contract rose 1% on Friday to $71.01 per 
barrel, but was down 3.8% on the week after posting its largest fall in two years on Wednesday. The September contract 
for international standard Brent crude rose 1.2% on Friday to $75.33 but was down 2.3% for the week.    

– Gold futures prices fell Friday to their lowest level in a year, as a stronger dollar and easing trade concerns pushed down 
safe-haven demand for the precious metal.  August gold fell 0.4% on Friday and was down 1.2% on the week, the fourth 
decline in the last five weeks, to $1,241.20 per troy ounce.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries ended the week at 2.8271%, up slightly from 2.8217% at the end of the 
previous week, as investors unwound some safe-haven flows on easing concerns global trade concerns.  
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– Federal Reserve Chair Jerome Powell painted a relatively favorable picture of the current economy and how he views 
the outlook, not straying too far from what the minutes from the June meeting revealed. In an interview broadcast 
Thursday evening, Powell reinforced his previous point that trade policy is not one of the responsibilities delegated by 
Congress to the Fed. However, he said that the Fed has been "hearing a rising level of concern about the effects of 
changes in trade policy."  The trade conflict process is a "new one" and so it is "very difficult to predict how it turns out 
and we'll just have to see," he added, avoiding any concrete indication whether the Fed considers it a risk to the outlook. 
Powell hypothesized that there could be situations that would be challenging for the Fed, "where inflation is going up and 
the economy is weakening." Despite these possibilities, Powell said that right now they are "watching carefully and 
hoping for a good result." 

– June CPI data suggest that consumer inflation is rising only modestly, with the gains in the headline and core measures 
softer than expected, though the year/year rates still ticked up, data released Thursday morning showed. Overall CPI 
posted a 0.1% increase, below expectations for a 0.2% gain, with the rise held down by falling utility prices and record 
drop in hotel prices.  The core CPI gain of 0.2% was as expected.  The year/year rate for overall CPI rose to 2.9% from 
2.8% in May, hitting the highest rate since February 2012, while the year/year rate for core CPI rose to 2.3% from 2.2%, 
the strongest gain since January 2017. 

– Final demand PPI rose by 0.3% in June, a bit stronger than the 0.2% gain expected, with an as-expected 0.3% gain 
outside of food and energy prices, data released by the Bureau of Labor Statistics Wednesday showed. The overall 
month/month rise was much larger than the 0.1% gain seen in June 2017, which resulted in another jump in the 
year/year rate. Likewise, PPI ex food and energy saw a sharp gain in its year/year rate. These gains, both to their 
strongest paces since 2011, support a gradual rate hike path for the Federal Reserve. The personal consumption price 
measure in the data, which some analysts use as a preview indicator for the Consumer Price Index (CPI) and personal 
consumption expenditure (PCE) price indexes, rose by 0.3% overall, by 0.5% ex. food and energy, and 0.3% also 
excluding trade service. This suggests an upside risk to the PCE inflation data, the Fed’s preferred price measure. 

– Import prices fell by 0.4% in June, below the flat reading expected and following a 0.9% rise in May, according to data 
released by the Bureau of Labor Statistics Friday. The data suggest imported inflation growth slowed after a strong May 
gain, even as trade tensions escalated. Overall fuel prices fell 0.7%, with petroleum prices down 0.8%, and natural gas 
prices down 6.0%. Import prices were down 0.3% excluding petroleum and were down 0.3% excluding all fuels. Overall 
import prices were up 4.3% year/year in June, below the 4.5% year/year gain the previous month. Prices excluding fuels 
were up 1.5% year/year and prices excluding petroleum were up 1.4% year/year.  

– May wholesale inventories increased by 0.6%, revised upward from the 0.5% gain reported in the advance estimate, 
while wholesale sales increased 2.5% in the month, data released by the U.S. Commerce Department on Wednesday 
showed. Given that wholesale inventories rise, the 0.2% gain in factory inventories already reported, and barring no 
revision to the 0.4% rise in retail inventories already reported, total business inventories could rise by 0.4% according to 
MNI calculations, adding to Q2 GDP.   

– The Small Business Optimism Index fell to 107.2 in June, down 0.6 point from May, but still posted its sixth highest 
reading in survey history, the National Federation of Independent Businesses reported Tuesday.  Since December 2016, 
the Index has averaged an unprecedented 105.4, well above the 45-year average of 98 and rivaling the all-time high of 
108.0 in July 1983.   "Small business owners continue to report astounding optimism as they celebrate strong sales, the 
creation of jobs, and more profits," said NFIB President and CEO Juanita Duggan. "The first six months of the year have 
been very good to small business thanks to tax cuts, regulatory reform, and policies that help them grow." 

UK 

– The yield on 10-year Gilts closed the week at 1.2730%, up from 1.2670% a week earlier, as investors were less risk 
adverse on easing concerns about global trade and Brexit.   

– Bank of England Deputy Governor Jon Cunliffe made the case in a speech Friday for a cautious approach to monetary 
policy tightening. He endorsed the big picture view of his colleagues that economic weakness in the first quarter was 
ephemeral and that economic growth is back around trend. But he still spelt out reasons for wariness over reducing 
monetary stimulus. Having opposed the November rate hike, Cunliffe remains at the dovish end of the Monetary Policy 
Committee (MPC). He said that the "lesser risks" were the upside ones for inflation - of domestically generated inflation 
rising faster than expected and productivity growth disappointing.  

– GDP expanded by 0.3% in May, according to a new series published on Tuesday by the Office for National Statistics, 
matching the MNI median forecast, up from a 0.2% gain in March and no growth in April. That took growth in the three 
months to May to 0.2%, in line with the MNI median, after recording no change in the three months ending in April. The 
rise in May leaves growth on track to accelerate in the second calendar quarter of the year. Theoretically, GDP could fall 
by as much as 0.9% in June and still leave second quarter output level with the opening three months of the year.  

– The UK trade gap narrowed in May, lifted by increased exports of oil and transport equipment, leaving net trade on track 
to support gross domestic product in the second quarter. The shortfall fell to Stg2.790 billion in May, but still exceeded 
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the MNI median forecast of Stg2.3 billion, following a deficit of Stg3.087 billion a month earlier. Total exports rose by 
2.8% to Stg51.846 billion in May, while imports increased by 2.1% to Stg54.636 billion. 

– UK retail sales growth continued recover in June from a record decline in April, due largely to warm weather and the 
World Cup leading shoppers to buy beer, barbeques and big screen TVs, the latest British Retail Consortium (BRC) 
survey showed.  June like-for-like sales rose 1.1% from June 2017, when they rose 1.2% y/y. Furthermore, sales on a 
total basis of 2.3% was above the 3-month and 12-month averages of 1.2% and 1.5%, respectively. 

– Secured household credit lending flat-lined in Q2 2018, with lenders reporting unchanged supply from Q1 and 
expectations of no pick-up in Q3, a Bank of England survey published on Thursday showed. The BOE Q2 Credit 
Conditions Survey adds to evidence of a vulnerable housing market. While demand for secured lending increased in Q2 
after falling sharply in Q1, this was driven purely by higher demand for remortgaging, while demand for new home 
purchases loans was unchanged over the quarter and is expected to remain unchanged in Q3. Both demand and supply 
for unsecured lending were unchanged in Q2. Lenders expect an increase in demand in Q3, stemming from an 
anticipated rise in credit card lending. However, the supply of unsecured lending is expected to decrease a touch in Q3. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds finished the week at 0.3400%, up from 0.2920% the week before, on easing 
concerns about global trade risks. 

– European Central Bank President Mario Draghi warned Monday that new trade barriers were the largest risk to the 
outlook for the European economy.  The risks now “mainly relate to the threat of increased protectionism,” Draghi told the 
European Parliament, urging Europe to “lead by example” by supporting open trade and reforming its institutions.  

– Investors’ outlooks for both the German and Eurozone economies worsened significantly further in July, according to the 
latest survey by the German ZEW Institute.  Investor sentiment on current German economic conditions fell 8.2 points in 
July to 72.4, the sixth straight monthly drop to the lowest level since December 2016.  The outlook for the Germany 
economy, the largest in the Eurozone, fell 8.6 points to -24.7, the lowest since December 2011.  Sentiment on current 
Eurozone economic conditions fell to the lowest since September last year, while the outlook was the weakest since 
August 2012.  

– The German seasonally adjusted trade surplus rose to 20.3 billion euros in May, up from 19.0 billion euros on April, the 
Federal Statistics Office reported Monday.  Exports rose 1.7% from the year-earlier level to 111.1 billion euros, while 
imports rose 0.7% to 90.8 billion euros.  The May data are the last before the U.S. imposed tariffs on imports of steel and 
aluminum on June 1 as well as tariffs on $34 billion of Chinese goods on July 6.  

– French industrial production fell 0.2% month-on-month in May after a 0.5% drop in April, national statistics office INSEE 
reported Tuesday.  Production in the three months to May fell 0.8% compared to the previous three-month period.  

– French second quarter GDP is expected to rise 0.3% from the previous quarter, the Bank of France said in its monthly 
reported published Monday.  This would be a slight acceleration from the 0.2% gain posted in the first quarter, but still 
well below the growth rates of 0.7% in each of the final three quarters of 2017.  Both business and service sector 
sentiment improved in June, the central bank said.  

Japan 

– The yield on 10-year JGBs closed the week at 0.0400%, up from 0.0330% the previous week, as the Bank of Japan 
maintained its yield-curve control policy.    

– Bank of Japan Governor Haruhiko Kuroda on Monday maintained his optimistic growth and inflation outlook for Japan's 
economy even though the central bank’s Tankan business survey showed sentiment was hit by rising costs and 
uncertainty over the impact of U.S. trade disputes on global demand. Kuroda told a quarterly meeting of BOJ branch 
managers that the central bank would adjust monetary policy as appropriate to keep the momentum toward the 2% 
inflation target, adding that Japan's economy is expanding moderately and is likely to continue its "moderate" expansion. 
The year-on-year rate of change in the CPI (all items less fresh food) is likely to continue an uptrend and increase toward 
2%, due mainly to an improvement in the output gap and a rise in medium-to-long term inflation expectations, though the 
governor didn't say when the BOJ is likely to anchor inflation around 2%. The BOJ board has stopped publishing the 
estimated timing of achieving the 2% price target. Kuroda said the BOJ will maintain its monetary easing under the yield 
curve control framework adopted in September 2016 for as long as it is necessary to lift inflation to 2% and anchor it 
around that level. 

– Japan's core machinery orders, which exclude volatile orders for power generation equipment and ships, posted a 3.7% 
drop on month in May, correcting only part of the sharp 10.1% rise in April, indicating capital investment remains solid, 
data from the Cabinet Office released Wednesday showed. The core order decrease was smaller than the MNI survey 
median economist forecast for a 5.5% drop (forecast range: from -2.0% to -7.5%). April-June core orders are expected to 
post the fourth straight quarter-on-quarter rise. If the June figure is +5.3% m/m, Q2 orders would be +7.1%, as officially 



 

 Weekly market watch 8 

 

forecast. The three-month moving average of core orders indicates a modest uptrend in business investment. The 
moving average rose 0.6% in May from the previous three-month period, marking the fifth straight rise. 

– The Bank of Japan's quarterly regional economic report released Monday showed that all nine regional central bank 
offices left their economic assessment unchanged from three months earlier, thanks to higher exports and private 
consumption. Six of the nine regions reported that their local economy had been expanding or expanding moderately 
while the remaining three said that the economy had continued to recover moderately. All regions reported that capital 
investment was increasing and presented an upbeat assessment of private consumption. There were concerns over the 
impact of the protectionist U.S. trade policy on global demand but companies maintained their views that exports and 
production would continue rising. 

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. 


