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Weekly market watch  
 
As at Friday September 14, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  

Hong Kong  HSI  27,286.41 312.94 -8.80% -1.87% 
India  BSE 30 38,090.64 (152.17) 11.84% 18.34% 
Japan  Nikkei  23,094.67 787.61 1.45% 16.00% 
Singapore  STI  3,161.42 27.03 -7.10% -1.50% 
South Korea  KOSPI  2,318.25 36.67 -6.05% -2.84% 
Taiwan  WSE 10,868.14 21.15 2.12% 2.72% 
Shanghai     COMPOSITE 2,681.64 (20.66) -18.91% -20.04% 
Europe 
France  CAC  5,352.57 100.35 0.75% 2.44% 
Germany  DAX  12,124.33 164.70 -6.14% -3.32% 
Italy  FTSE MIB  20,885.43 437.74 -4.43% -6.26% 
Russia  RTSI  1,094.73 44.22 -5.17% -2.75% 
UK FTSE 100  7,304.04 26.34 -4.99% 0.12% 
Americas 
Brazil  IBOV  75,429.09 (986.92) -1.27% 1.03% 
Mexico  IPC  49,611.93 640.79 0.52% -0.99% 
Nasdaq  CCMP  8,010.04 107.50 16.03% 24.59% 
US  S&P 500  2,904.98 33.30 8.65% 16.40% 
US   DOW  26,154.67 238.13 5.81% 17.80% 

 

Bonds 

  
Close 

Yield 
Week ago Month ago Year ago 

10 Year Gilt  1.5300 1.4590 1.2630 1.2300 
10 Year OAT 0.7670 0.7190 0.6820 0.6980 
10 Year Bund  0.4500 0.3870 0.3270 0.4130 
10 Year Japan 0.1180 0.1130 0.1120 0.0500 
10 Year Treasuries  2.9959 2.9388 2.8985 2.1847 

 Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  

US  5.00 4.50 4.25 

Canada  3.70 3.45 3.20 

Japan  1.48 1.48 1.48 

Britain  0.75 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 markets rose last week on renewed optimism over the U.S.-China trade conflict after the U.S. offered to hold a 
new round of talks.  The Dow Jones Industrial Average rose 0.03% on Friday, with the index up 0.92% for the week to 
close at 26,154.67. The S&P 500 also rose 0.03% on Friday and 1.16% on the week to end at 2,904.98. The Nasdaq fell 
0.05% on Friday but still gained 1.36% on the week to 8,010.04.  

– US Treasury Secretary Steven Mnuchin offered to hold trade talks with China before tariffs on an additional $200 billion 
in Chinese imports were imposed.  The Chinese welcomed the offer. However, analysts were doubtful the two sides are 
ready to compromise and end the trade war that started July 6.  However, US President Donald Trump cast doubt on the 
talks, saying US feels “no pressure to make a deal.”  And media report late Friday said that Trump instructed officials to 
proceed with the new round of tariffs despite the new talks.  

– Apple unveiled a new range of products, including a yet-more-expensive iPhone XS Max, which will retail for $1,099, and 
a new higher-priced watch.  Apple is betting that its fan will continue to pay its products at the higher prices, supporting 
overall revenues.  

– JP Morgan chief executive Jamie Dimon turned over to his two top deputies much the responsibility for running day-to-
day operations of the bank.  Analysts said it was a clear sign he would step down when his contract ends in five years.  

– Shares in supermarket chain Kroger fell sharply on Thursday after the second largest US food retailer reported sales 
growth that was below analysts’ expectations. Same store sales rose 1% in the three months that ended August 18, 
below 1.8% gain expected. Gross margins also decline to 21.3% from 21.8% in the first quarter.  But net earnings rose 
44% from a year earlier to $508 million, and the company maintained its guidance that sales would rise between 2% and 
2.5% for the full year.  

– Walmart said it will buy Latin-American grocery delivery firm Cornershop for $225 million.  The acquisition was the 
company’s latest move into the e-commerce space and away from bricks-and-mortar stores.  

– Candy maker Hershey announced Wednesday that it would buy Pirate Brands for $420 million to boost its healthy snack 
brands.  Hershey, known chocolate and other sugary confections, will acquire Pirate’s Booty, a popular cheese puff 
snack.  

– Shares in industrial conglomerate 3M fell sharply on Wednesday after it warned that growth in some business units 
would be at the low end of previous guidance. The company left its overall sales growth target at 3% to 4%, having 
already lowered it twice this year.  

– Private-equity group Carlyle announced that it had bought claims management company Sedgewick from KKR for $6.7 
billion.  KKR bought the firm for $2.4 billion in 2014.  

– CBS chief executive Leslie Moonves resigned on Sep. 9 amid new allegations of sexual misconduct. He will be replaced 
by chief operating office Joe Ianiello while the board searched for a replacement.  

UK 

– London stocks rose last week on easing global trade tensions and optimism on Brexit after Bank of English Governor 
Mark Carney agreed to say on during the transition. The FTSE 100 rose 0.31% on Friday and 0.36% on the week to 
finish at 7,304.04. 

– Retail giant John Lewis reported Thursday that its first half profits fell 99% due to sharp discounting in the sector and 
competition on e-commerce. Profits fell to 1.2 million pounds, even as sales grew 1.6% to 5.5 billion pounds, as the 
company invested heavily in technology, staff and new product lines to keep up with the competition.  

– Supermarket chain Wm Morrison said Thursday that sales at stores open a year or more rose 4.9% in six months to the 
end of August compared to the same period last year, helped by sales during the World Cup and the summer heat wave. 
Growth jumped 6.3% in the second quarter, a nine-year high. The company said it will pay a special dividend based on 
the good results.  

– Profits at bookmaker GVC rose 17% from a year earlier to 278 million pounds in the first half of the year, as revenues 
rose 8% to 1.7 billion pounds, helped by betting on the football World Cup. The group also said it had identified more 
cost savings from its purchase of Ladbrokes.  

– The Co-Operative Group reported that first half sales rose 10% and profits 85%, helped by its acquisition of the Nisa 
convenience store chain in May. Like-for-like food sales rose 4.4% to 3.6 billion pounds, while pre-tax profit rose to 26 
million pounds from 14 million pounds.  

– British Steel will cut 400 jobs in the UK and Europe, about 10% of its workforce, as it struggles higher prices for materials 
caused by the weak pound and euro exchange rates.  The layoffs are the first since the firm was rescued two years ago 
by investment firm Greybull, which bought it from Tata Steel for 1 pound.  
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Europe (ex. UK) 

– European stocks rose last week on concerns about easing global trade tensions. The Eurofirst 300 rose 0.38% on Friday 
and 1.17% on the week to end at 1,477.83. 

– Volvo’s Chinese owner Geely delayed plans for an IPO for the Swedish automaker on concerns of the valuation of the 
floatation given the on-going trade war between China and the US.  Geely had hoped to raise $30 billion in the share 
sale.  

– French bank Natixis announced Wednesday that it would sell a number of its financial businesses to BPCE, its majority 
shareholder, for 2.7 billion euros.  The move will create a war chest that Natixis can use for acquisitions in asset 
management and investment banking.  

– Sales at French luxury group Hermes reported Wednesday that its first-half net profit rose 17% compared to a year 
earlier to 708 million euros.  The results allayed fears about the impact of the US-China trade war, with sales in Asia 
excluding Japan up 15%.  

– China’s Geely, the owner of automaker Volvo, bought Danish financial technology firm Saxo Bank. The move will help 
Geely speed development of its on-demand car sharing service.  

– In a surprisingly strong move, the Turkish central bank raised official interest rates to 24% from 17.5% in bid to tame 
surging inflation and prevent a currency crisis.  The lira rebounded after the announcement.  

Japan 

– Tokyo stocks rose 1.20% on Friday on easing trade tensions. The Nikkei 225 Index rose 3.53% for the week to end at 
23,094.67.   

– Economic and Fiscal Policy Minister Toshimitsu Motegi and U.S. Trade Representative Robert Lighthizer will likely hold a 
second round of trade talks in Washington on Sep. 21, Reuters reported.  The meeting would precede the expected 
U.S.-Japan summit meeting on Sep. 25 on the sidelines of the UN General Assembly meeting.  Japan wants to avoid 
U.S. tariffs on its auto imports and is worried that U.S. demands for a bilateral free trade agreement would create 
pressure to open up its politically sensitive domestic agriculture market.  

– Altaba Inc., the holding company formed from the overseas investments of the former Yahoo! Inc., will sell its stake in 
Yahoo Japan Corp. for about $4.34 billion, Bloomberg reported.  The company now plans to sell its entire 1.36 billion-
share stake in Yahoo Japan after initially saying it would sell about 750 million shares.  

– Pioneer Corp. said it had secured 60 billion yen in financing in a share issue to Baring Private Equity Asia, allowing the 
company to continue operation.  Pioneer’s bet on car GPS and audio systems went badly wrong amid strong 
competition, bringing the firm close to insolvency.  

– Toyota expects its global vehicle production to set a new record this year for the second year in a row, Jiji Press 
reported. Toyota revised up its production estimate to 10,594,000 vehicles, up 1.2% from the previous year, due to 
strong demand in China.  

Asia-Pacific (ex. Japan) 

– The Shanghai Composite fell 0.18% on Friday and 0.76 for the week to close at 2,681.64, as lackluster data released 
Friday showed that the growth rate of fixed asset investment fell to an all-time low.      

– Hong Kong stocks rose 1.01% on Friday as the market remained upbeat about the prospect of new US-China trade 
talks. The Hang Seng Index rose 1.16% over the week to close at 27,286.41.    

– Taiwan’s Taiex Index rose 1.31% on Friday, allowing for a 0.19% gain on the week to end at 10,868.14, on hopes for 
progress in the U.S.-China trade dispute.  

– South Korean stocks rose 1.40% on Friday and 1.61% on the week to close at 2,318.25, on improved global trade sentiment 
on hopes for progress in negotiations with North Korea. 

– Singapore stocks rose 0.95% on Friday, bringing the index back into the black for the week. The Straits Times Index rose 
0.86% on the week to close at 3,161.42 on Friday.  

Emerging Markets 

– Brazil stocks rose 0.99% on Friday but fell 1.29% on the week, as pressure on the real from Argentina’s currency crisis 
weighed on the market. The Bovespa closed at 75,429.09.  

– Mexican stocks fell 0.16% on Friday, but the IPC was still up 1.31% for the week to end at 49,611.93, on trade optimism 
and a calming in emerging market currency turmoil.   
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– Indian stocks rose 0.99% on Friday after the government announced that Prime Minister Narendra Modi was meeting 
with top officials on the state of the economy. But the BSE 30 still fell for the second week in a row, down 0.78% to 
38,090.64, the biggest weekly fall since the week ended May 18.  

– Russian stocks jumped 0.94% on Friday after the Russian central bank raised interest rates for the first time since 2014 
to support the ruble. The RSTI rose 4.21% over the week to settle at 1,094.73.  

Alternative Assets 

– Crude oil prices rose on the week on worries about the effects of Hurricane Florence and U.S. sanction on Iran on world 
oil supply. The October West Texas Intermediate contract rose 0.6% Friday to $68.99 per barrel and was up 1.8% on the 
week.  The WTI price rose to $70.37 earlier in the week, the highest since late July. The November Brent crude contract, 
used to price international oils, fell 0.1% on Friday but rose 1.6% on the week to close at $78.09, having hit their highest 
level since May earlier in the week.   

– Gold prices fell on Friday on strong U.S. industrial production data but rose slightly on the week. December gold fell 0.6% 
on Friday but rose 70 cents over the week to settle at $1,201.10 per troy ounce.     

Fixed Income 

US 

– The yield on benchmark 10-year U.S. Treasuries rose to 2.9959% at the end of last week from 2.9388% at the previous 
week’s close, as continued trade tensions.  

– A potential trade war would make it harder for the Fed to interpret future inflation signals, Boston Federal Reserve Bank 
President Eric Rosengren said, adding that gradually raising rates continues to be appropriate and a September hike is 
highly probable. As President Donald Trump faces off with major trading partners, threatening tariffs on their goods 
unless they make concessions to favor the U.S., Rosengren said that if tariffs are imposed around the world, there would 
be a misallocation of resources which would cause "a lot of uncertainty about what the pricing pressures will be." "Tariffs 
are going to make it much harder to disentangle whether that's a relative price change caused by the tariff or whether 
they're broader pricing pressures that are going on in the economy," Rosengren said. While firms may have to push 
costs onto the consumer if their costs begin to rise, tariffs may also create an environment where "firms feel more 
comfortable passing on prices because they can attribute it to the tariff, whether it's the tariff or not." In addition, if the 
labor market remains tight, "you're in an environment where people are going to be asking for higher wages," Rosengren 
said. If this is happening, the tariffs are not going to just be a one-time shock, but it will be about "how expectations start 
getting reflected." The Federal Open Market Committee is set to meet September 25-26 and according to Rosengren, 
there is a "very high probability" of a rate rise. 

– U.S. interest rates may need to rise gradually above current estimates of their longer-run neutral level in the next few 
years to support economic growth and keep employment healthy and inflation stable, Federal Reserve Governor Lael 
Brainard said Wednesday. With fiscal stimulus providing "tailwinds to demand" over the next two years, it's reasonable to 
expect the shorter-run neutral rate to rise "somewhat higher" than the longer-run nominal neutral rate, currently 
estimated to be around 2.5% to 3.5%, Brainard said. Brainard's argument mirrored her earlier calls for possibly applying 
so-called "restrictive" levels of rates, though she avoided any mention of the word in her remarks prepared for the Detroit 
Economic Club in Detroit, Mich. The Federal Open Market Committee in June saw rates rising just above 3% by 2020. 
Growth is robust, the labor market and inflation are currently meeting the Fed's objectives, Brainard said, and a gradual 
path of rate hikes is most appropriate to keep the expansion going. 

– The Federal Reserve's Beige Book noted that the economy expanded at a moderate pace for most districts, a small 
upgrade from the "moderate or modest" growth language in the last Beige Book, but with three districts reporting "below 
average growth." Language on labor markets (still tight) and prices (still modest to moderate) were little changed. The 
economy expanded at "a moderate pace" nationally, a slight upgrade from the "moderate or modest" characterization 
seen in the last Beige Book. Prices of final goods and services were up at a "modest to moderate pace" across most 
regions, but the Beige Book did note "there were some signs of deceleration." All districts noted widespread input price 
gains, especially for construction, with tariffs adding to rising input costs that some are trying to pass to consumers. A 
few noted rising inflation expectations. The labor market remained tight, with most districts seeing "widespread 
shortages" for both higher-skilled and lower-skilled workers. Employment grew "modestly or moderately" across most of 
the country, but half the districts said labor shortages were holding back sales or projects. Wage growth was "modest to 
moderate," but there were strong wage gains for sectors like construction where labor shortages exist. Manufacturing 
grew at a moderate rate, though Richmond saw an activity decline. While businesses overall remained optimistic, most 
cited concerns about trade tensions and some noted businesses had scaled back or postpone capital spending as a 
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result of the trade uncertainty. Consumer spending grew modestly, and home construction was mixed, but home sales 
were softer due to reduced demand in some cases and reduced supply in others. 

– August CPI rose only 0.2% month/month overall, softer than the 0.3% gain expected by analysts. Core prices were also 
below expectations with a 0.1% gain, while the year/year rates slowed. The large owners' equivalent rents category rose 
0.3% and lodging away from home prices rose 0.6%, but prices of new vehicles were flat, apparel prices fell 1.6% and 
medical care prices fell 0.2%. The y/y rate for headline CPI slowed to 2.7% in August vs 2.9% in July, while the y/y rate 
for core CPI declined to 2.2% from 2.4%. Overall, the data suggest slight pause in inflation growth, but not enough to 
move the FOMC off its gradual rate hike path. 

– August retail sales rose only 0.1% in the month, below analysts’ projections for a 0.4% gain, and significantly under the 
0.7% gain expected by markets, but an upward revision to July may temper market reaction a bit. Analysts had expected 
lower vehicle sales to offset higher gasoline station sales, but the decline in vehicle sales was larger than expected and 
was joined by the largest clothing sales decline since February 2017. Excluding a 0.8% decline in motor vehicle sales, 
retail sales were still up only 0.3%, compared with the 0.5% gain expected. The gains in overall sales and sales 
excluding motor vehicles were revised higher in July. August sales rose 0.2% ex. motor vehicle and gas and were up 
0.1% for the "control" group (ex auto, building materials, gas and food services), both well below the rates seen in July. 
The underlying current of sales is still positive but shows that July's torrid pace could not be repeated. Gas station sales 
rose 1.7% in the month (retail sales ex. gas -0.1%), while building materials sales were flat and food services sales were 
up 0.2%. The key offsets were a 1.7% drop in clothing store sales and a 1.0% decline in department store sales. At an 
annualized rate, average third quarter sales were up 5.3% from the second quarter average, based on an MNI 
calculation. Sales were up 7.1% ex motor vehicles, and up 4.7% ex autos, building materials, gas, and food services. 
The result should be another solid showing for PCE growth, pending the September sales results which could be 
impacted by Hurricane Florence and other storms. 

– Industrial production increased by 0.4% in August, as expected, after upward revisions to July and downward revisions to 
June. Excluding a rise in motor vehicle production, industrial production would have been up 0.2%.  Manufacturing 
production rose 0.2% in the month on a 4.0% increase in output of motor vehicles and parts but was flat outside that 
category. Utilities production rose 1.2%, with the mix showing a 1.4% increase in electricity production and a 0.2% 
decrease in natural gas production. Mining production posted an increase of 0.7% in August, following an upward 
revision to the July number from -0.3% to +0.7.  Capacity utilization came in at 78.1%, lower the 78.3% expected. This 
followed a downward revision to 77.9% from 78.1% in July. Manufacturing capacity utilization rose by 0.1pp to 75.8%. 

UK 

– The yield on 10-year Gilts rose to .15300% at the end of last week from 1.4590% the previous week on concerns over 
continued concerns on trade and Brexit.  

– Bank of England Governor Mark Carney will continue in his post until the end of January 2020 and Deputy Governor Jon 
Cunliffe has been given a new term lasting through to October 2023, Chancellor of the Exchequer Philip Hammond 
revealed Tuesday. Hammond told Parliament that the UK was facing testing times because of the Brexit process, and 
the re-appointments ensure continuity at the top of the central bank.  Carney had previously told the Treasury Select 
Committee that he was willing to stay on at the Bank to help with consequences of Brexit, and Hammond on Tuesday 
fleshed out the details. Carney has agreed to extend his stay by seven months, having previously said that he would 
leave in June next year. While Carney has attracted sharp criticism from pro-Brexit lawmakers because of the Bank's 
assumption Brexit is economically damaging near-term, he enjoys the support of Hammond, who himself has repeatedly 
highlighted the risks associated with Brexit. 

– Bank of England Governor Mark Carney said the monetary policy response to Brexit would not be automatic but would 
depend on how the UK's departure from the EU impacted the balance between supply and demand as well as the 
exchange rate. Carney's comments in a speech in Dublin echoed comments by Deputy Governor Ben Broadbent that 
market participants should not take the Bank's response to any form of Brexit for granted. The Monetary Policy 
Committee could, for example, sanction a hike is the supply side is hit but consumer demand holds up and sterling falls. 

– The BOE is well prepared for all Brexit scenarios and while the MPC will do what it can to support jobs and growth "the 
appropriate policy response is not automatic and will depend on the balance of the effects on demand, supply, and the 
exchange rate," Carney said. Brexit continues to overshadow the economic outlook near-term. 

– The UK trade gap narrowed significantly in July, while the deficit for the second quarter was revised lower, leaving net 
trade poised to exert less of a drag on second quarter growth. The total deficit fell to Stg111 million in the seventh month 
of the year, from Stg942 million in June, compared to the MNI median forecast of a Stg2.5 billion shortfall. Total exports 
rose by 2.0% to Stg54.378 billion in July, while imports increased by 0.4% to Stg54.489 billion. Imports of foods and 
chemical products both declined in the month of July, showing no evidence of stockpiling in lead up to Brexit day at the 
end of March next year. Over the second quarter, the price-adjusted deficit was revised to Stg5.7 billion, from the 
originally-reported Stg7.2 billion. That means that net trade subtracted 0.6 percentage points from total growth of 0.4% in 
the second quarter, down from the 0.8 percentage point drag reported last month. However, a National Statistics official 
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cautioned that the reduction in the trade deficit could be revised again in later iterations of gross domestic product. The 
trade deficit in goods declined to Stg9.973 billion in July from Stg10.679 billion in June.  

– UK economic growth accelerated in the month of July, courtesy of a sharp rise in motor trading, lifting output to its 
quickest pace in nearly a year. GDP expanded by 0.3% in the month of July, above the MNI median forecast of a 0.2% 
rise, after a 0.1% rise in June. That took growth in the three months to July to 0.6%, the fastest pace since August of 
2017, above the MNI median of a 0.5% gain, up from 0.4% in the second quarter, with growth continuing to accelerate 
from the modest 0.2% pace recorded in the opening three months of the year. Over the year to July, the economy 
expanded by 1.6%, well above the MNI median forecast of 1.4%, above the year-on-year growth rate of 1.3% recorded in 
June. The dominant service sector accounted for the lion's share of the summer expansion, rising by 0.3% in July, 
accounting for 0.21 percentage points of growth, well above the MNI median forecast of a 0.1% gain. The wholesale and 
retail motor trades jumped by 0.6% in the month of July, and by 2.4% in the three months to July over the previous 
quarter, contributing 0.23 percentage points to total growth. 

– UK employment growth slowed markedly in the three months to July, with the inactivity rate rising sharply, even as 
wages accelerated to a pace well above economists' expectations. Employment rose by 3,000 to 32.40 million, after 
increase of 42,000 in the second quarter, below the MNI median forecast of a 5,200 gain. That's the smallest three- 
month gain since the three months to October of 2017, pushing the employment rate down to 75.5% from 75.6% in the 
second quarter. Unemployment declined by 55,000 in the three months to July, to 1.36 million, despite a sharp rise in the 
inactivity rate to 21.2%. Inactivity jumped by 0.3 percentage points over the February to April period, the joint-largest rise 
since the first quarter of January of 1992. Joblessness, as measured by the Labour Force Survey, steadied at 4.0% in 
May to July period, unchanged from the second quarter, in line with the MNI median forecast, matching the lowest rate 
since the three months to February of 1975. The outturn also matched the 4.0% jobless rate forecast of Bank of England 
staff for the second quarter, as published in the August Quarterly Inflation report. Despite the slowdown in employment 
growth, May-to-July wages, at long last, showed signs of acceleration long awaited by the Bank's Monetary Policy 
Committee. Total weekly earnings increased by an annual pace of 2.6% in the three months to July, above the MNI 
median forecast of 2.4%, up from a 2.4% gain in the previous three months. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to 0.4500% last week from 0.3870% last week at the previous week’s final 
bell on continued trade concerns.  

– The European Central Bank reaffirmed Thursday its rate guidance and plans to wind down its asset purchase program, 
but stressed downside risks from protectionism and emerging markets. Eurozone growth remains "broad-based," 
President Mario Draghi said, adding that the latest data supported predictions for gradually rising inflation, despite a 
"slight" downward revision in the medium-term growth forecast in September's ECB staff projections.  

– The 10-basis-point cuts in the growth outlooks for 2019 and 2020 -- to 1.9% and 2.0% -- were "mainly due to a somewhat 
weaker contribution from foreign demand," Draghi told a press conference. "Uncertainties relating to rising protectionism, 
vulnerabilities in emerging markets and financial market volatility have gained more prominence recently," he said. As 
expected the ECB will halve its asset purchases to EUR15 billion a month from October, but it left itself some room for 
maneuver by stating that the final decision to end quantitative easing in December remained contingent on incoming data 
confirming the medium-term inflation outlook. Guidance for rates to remain at their current levels at least through the 
summer of 2019, and for as long as necessary to boost inflation to target, remained unchanged. "Significant monetary 
policy stimulus is still needed to support the further build-up of price pressures and headline inflation developments over 
the medium term," Draghi said. Measures of underlying inflation remained "generally muted", he said, but had increased 
from earlier lows, while high levels of capacity utilization and tightening labor markets have pushed up wage growth.  The 
ECB president said the Council had yet to discuss reinvesting principal payments on its maturing loans, nor was there 
any discussion of either a rate hike or "operation twist". 

– The Bank of France reported Monday that its business sentiment indicator for the manufacturing industry rose to 103 in 
August from 101 in July.  The service sector sentiment indicator was unchanged at 102, while the construction sentiment 
index declined to 103 from 104 in July. Based on these results, the Bank of France predicted that French GDP would rise 
by 0.4% in the third quarter, unchanged from its previous estimate.  

Japan 

– The yield on 10-year Japanese government bonds rose to 0.1180% at the end of last week from 0.1130% at the previous 
week’s close as the Bank of Japan continued to allow slightly higher yields.   

– Japan's financial institutions need to strengthen their management of debt and credit risks as their future capacity to 
absorb losses is weakening and that is concerning Bank of Japan officials. They are worried that any economic 
slowdown will increase corporate bankruptcies and push up credit costs, prompting banks to withdraw funds set aside 
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against bad loans and capital surplus. This will eventually lower banks' capital bases and weaken provisions against 
future losses, which would undermine the stability of the financial system. BOJ officials are analyzing the costs of a 
prolonged easy policy -- such as financial imbalances and excessive lending by banks -- ahead of the release of the 
semi-annual Financial System Report due out mid-October. The quarterly Outlook Report will then be published on Oct 
31. 

– Japan's core machinery orders, which exclude volatile orders for power generation equipment and ships, rose 11.0% on 
month in July, the first m/m rise in three months and a fall of 8.8% in June, data released by the Cabinet Office Thursday 
showed, indicating demand for capital investment hasn't been affected by uncertainties caused by the U.S.-China trade 
dispute. The core order increase was bigger than the MNI survey median economist forecast for a 5.5% rise (forecast 
range: from +2.3% to +9.0%). July-September core orders are expected to post the first drop in five quarters, down 0.3% 
after +2.2% for the April-June quarter. The three-month moving average of core orders fell 0.9% in July from the previous 
three-month period, marking the second straight drop after -1.1% in June.  Orders from the manufacturing sector rose 
11.8% on month in July, the first rise in two months after -15.9% in June, while orders from the non-manufacturing sector 
excluding those for power generation and ships also rose 10.9% on month, the first rise in two months after -7.0% in 
June. 

– Japanese sentiment on current conditions and the outlook rebounded sharply in August as the drag from heavy rains and 
a continuous heat wave waned but concerns about rising fresh food prices and labor costs lingered, a key government 
survey released Monday showed. The Economy Watchers sentiment index for Japan's current economic climate rose 2.1 
points to 48.7 in August on a seasonally adjusted basis, the first rise in two months after slumping 1.5 points to a nearly 
two-year low of 46.6 in July. However, the index stayed below the key level of 50 for the eighth consecutive month. High 
temperatures and humidity continued in August, but the conditions were more bearable than in July in some regions. 
Construction firms saw demand for rebuilding the areas hit by the killer rain storms in July. The Watchers outlook index 
showed sentiment about the situation two to three months ahead also marked the first gain in two months, rising 2.4 
points to 51.4 after falling 1.0 point to 49.0 in July. Supermarkets and department stores foresaw solid demand for 
autumn clothing. Transportation firms expected a rebound in business as the delivery routes cut off by the July rain 
disaster in western Japan had been restored. 

 

 

 

 

 

 

 

 

 

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. 


