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Weekly market watch  
 
As at Friday December 21, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  

Hong Kong  HSI  25,753.42 (341.37) -13.92% -12.93% 
India  BSE 30 35,742.07 (220.86) 4.95% 5.88% 
Japan  Nikkei  20,166.19 (1,208.64) -11.42% -11.95% 
Singapore  STI  3,046.04 (31.05) -10.49% -10.03% 
South Korea  KOSPI  2,061.49 (7.89) -16.45% -15.53% 
Taiwan  WSE 9,676.67 (97.49) -9.08% -8.17% 
Shanghai     COMPOSITE 2,516.25 (77.49) -23.92% -23.68% 
Europe 
France  CAC  4,694.38 (159.32) -11.64% -12.84% 
Germany  DAX  10,633.82 (231.95) -17.68% -18.89% 
Italy  FTSE MIB  18,397.19 (513.60) -15.82% -17.28% 
Russia  RTSI  1,077.17 (39.33) -6.69% -4.42% 
UK FTSE 100  6,721.17 (124.00) -12.57% -11.61% 
Americas 
Brazil  IBOV  85,697.15 (1,752.35) 12.17% 14.06% 
Mexico  IPC  41,468.56 156.39 -15.98% -14.50% 
Nasdaq  CCMP  6,333.00 (577.67) -8.26% -9.08% 
US  S&P 500  2,416.62 (183.33) -9.61% -9.98% 
US   DOW  22,445.37 (1,655.14) -9.20% -9.43% 

 

Bonds 

  
Close 

Yield 
Week ago Month ago Year ago 

10 Year Gilt  1.3210 1.2400 1.3960 1.2620 
10 Year OAT 0.6970 0.7120 0.7660 0.7370 
10 Year Bund  0.2500 0.2520 0.3760 0.4170 
10 Year Japan 0.0470 0.0350 0.0950 0.0610 
10 Year Treasuries  2.7902 2.8895 3.0627 2.4826 

 Base lending rates 

Prime Rates Latest  6 months ago  12 months ago  

US  5.50 5.00 4.50 

Canada  3.95 3.45 3.20 

Japan  1.48 1.48 1.48 

Britain  0.75 0.50 0.50 

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 

– US stocks suffered their worst week in years, as traders turned thumbs down on the Federal Reserve’s outlook for two 
more rate hikes next year amid rising concerns that the world economy is slowing rapidly.  A further escalation in trade 
tensions between the U.S. and China, as well as the imminent shutdown of the U.S. government at midnight Saturday 
further worsened the mood. The Dow Jones Industrial Average fell 1.81% on Friday, pushing the index down 6.87% on 
the week to close at 22,445.37.  It was the Dow’s worst weekly result since the global financial crisis in 2008. The 
Standard & Poor’s 500 index fell 2.06% on Friday and 7.05% on the week to 2,516.62. The Nasdaq dropped 2.99% on 
Friday and 8.36% for the week to 6,332.99 and is now officially in bear territory, having fallen more than 20% since its 
recent high on August 29.  

– Most of the U.S. government shut down at midnight on Saturday after the House of Representatives adjourned without 
taking up a Senate bill to temporarily fund operations. The Senate earlier rejected a House bill that contained $5 billion to 
build the wall on the Mexican border that President Donald Trump had insisted on. The Senate then sent a “clean” bill 
without wall funding back to the House, which refused to consider it. Most non-essential government operations will be 
shut until a new funding bill is passed.  The outlook for that bill during the Christmas holiday is unclear.  It is also unclear 
whether the shutdown would affect the trade talks between the U.S. and China, which already face a tight schedule to 
reach a deal by the March 1 deadline, with the negotiating period already complicated by the Christmas and Chinese 
New Year holidays.  

– Tensions between the U.S. and China increased further last week, after the U.S. Department of Justice indicated two 
Chinese hackers and accused the Chinese government of a long-running campaign to steal commercial secrets from 
U.S. companies.  Both China and U.S. sought to keep such incidents from upsetting on-going trade talks, which appear 
to have made some progress.  China confirmed that it had resumed buying US soybeans and automakers cheered 
China’s announcement on Dec. 14 that it would roll back for three months the tariff on US car imports to 15 per cent – 
the rate it charges for all foreign auto imports – from the 40 per cent rate it imposed in July in retaliation for the first round 
of US tariffs on Chinese imports.  The Chinese Ministry of Commerce confirmed the plan is to have formal negotiations 
start in mid-January, but the location of the talks and who would participate has not yet been announced.  The US has 
threatened to increase the tariff rate on $200 billion in Chinese imports to 25 per cent from 10 per cent if negotiators do 
not reach agreement on a range of disputed trade issues by March 1. Many analysts expect the deadline to be extended 
if there are signs of progress in the talks.  

– Marlboro cigarette-maker Altria announced Thursday that it would buy a 35% stake in e-cigarette rival Juul Labs Inc. for 
$12.8 billion.  The deal values Juul at $38 billion, more than double the $16 billion valuation in its last funding round in 
July.  The Juul deal follows Altria’s $1.8 billion purchase of a 45% stake in Canadian cannabis producer Cronos, as it 
seeks to diversify away from traditional cigarettes.  

– Athletic footwear and sportswear maker Nike posted strong fiscal second quarter profits on Thursday, as the U.S.-China 
trade tension had little impact on its sales in China.  Net income for the quarter ended Nov. 30 was $847 million, up 
10.4% from a year-earlier period. Revenues rose 9.6% to $9.4 billion.  Revenues in China rose 26% to $1.5 billion.  

– Qualcomm won another victory against Apple last week, with a Munich court issuing an injunction banning the sale of 
some iPhones in Germany, only 10 days after a similar ban was issued in China. Qualcomm claims that certain iPhone 
features infringe on its patents. But most iPhones will remain for sale in Germany through Christmas. Qualcomm was 
required to post a 668.4 million-euro ($765 million) bond to cover any losses suffered by Apple if the ruling is reversed on 
appeal.  

– On Wednesday, for the second time in a month, a Brazilian judge has stopped the $5.26 billion merger between U.S. 
airplane manufacturing giant Boeing and Brazilian plane maker Embraer.  The temporary injunction blocking the deal, 
based on a suit by labor unions, comes only three days after the two companies agreed to terms.  A Brazilian superior 
court overruled a previous injunction by the same judge 10 days earlier. Under the deal, Boeing would control 80% of the 
joint venture and Embraer 20%.  

– T-Mobile US Inc. won US national security approval for its bid to acquire rival mobile provider Sprint, Bloomberg reported 
Tuesday.  The Committee for Foreign Investment in the United States (Cfius) approved the $26.5 billion deal, freeing T-
Mobile to seek approval from the Federal Communications Commission and the US Department of Justice.  The 
purchase of Sprint would allow T-Mobile to better compete with industry leaders AT&T and Verizon.  

– The share price of Johnson & Johnson fell sharply Monday after a report by Reuters said the company knew for decades 
that there was cancer-causing asbestos in its baby powder.  The company denied the report and started a major public 
relations campaign to rescue its reputation.  Congress, in the meantime, has called for an investigation of the claims in 
the Reuters report and whether the company’s talcum products are a danger to public health.  

– Another data scandal hit Facebook last week, this time after a New York Times investigation found that the company had 
shared huge amounts of user data – including private emails – with companies such as Microsoft, Spotify and Netflix. 
The revelations exposed Facebook to major lawsuits and renewed calls for punishments and regulation of social media.  
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– Shares in Chinese tech firm Tencent rose sharply Friday after the Chinese government announced that it would resume 
approvals of new video games, one of the core parts of Tencent’s business.  The New York-listed stock has fallen 
sharply this year, wiping $200 billion from its market capitalization, after the Chinese government froze game approvals 
in March.  

– Malaysian Finance Minister Lim Guan Eng on Friday demanded that investment bank Goldman Sach pay $7.5 billion as 
reparations for its dealings with the 1Malaysia Development Bhd state investment fund, on top of the criminal charges 
the government announced earlier in the week. Lim argued that Goldman should return $6.5 billion from two 1MDB bond 
issues in 2012 and 2013 that were “siphoned off” and not used for national development, plus $1 billion to cover the $600 
million in fees Goldman earned from the business plus compensation for coupons on the bonds that were higher than 
they should have been.  

– Shares in Chinese e-commerce platform JD.com rose sharply Friday after news that chief executive Richard Liu will not 
face charges in Minnesota for allegedly raping a university student in August.  The price of the company’s US-listed 
shares is still down by more than one-third since Liu’s arrest.   

UK 

– The FTSE 100 rose a modest 0.14% on Friday but still down 1.81% for week to close at 6,721.17 on further worries 
about Brexit and global growth outlook.  

– With fewer than 100 days left before the UK is due to leave the European Union, the EU announced emergency plans for 
air travel and money flows in the increasingly likely event that Brexit will occur without a separation agreement.  Prime 
Minister Theresa May’s exit plan continues to face strong opposition from Eurosceptics in her own Conservative party, 
but there is no obvious alternative.  There seem to be signs of growing public support for a second referendum, but the 
government has flatly rejected the idea. UK and European businesses are increasingly warning of a major negative 
impact on the UK economy if no transition plan is agreed.  

– Pharmaceutical giants GlaxoSmithKline and Pfizer will merge their consumer health divisions into what will become the 
world leader in sales of non-prescription medications such as pain relievers, vitamins and cold remedies. UK-based GSK 
would own 68% of the joint venture, while US-based Pfizer would own 32% of the unit, which would operate under the 
name GSK Consumer Healthcare worldwide and have combined annual sales of $12.7 billion.  The deal is due to close 
early next year, with companies expected to eventually spin off the new unit into a separate company.  

– A Court of Appeals in London sided with UK Uber drivers in a ruling Wednesday, saying they are employees of the 
company.  The ruling upheld two previous judgments by labor tribunals, entitling the drivers to rights such as a minimum 
wage.  Uber said it would appeal the latest ruling, which is seen jeopardizing its business model in the UK.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 fell 0.01% on Friday and 3.11% on the week to close at 1,371.54, on investor 
concerns on global growth and trade.   

– The European Union announced Thursday that it had expanded its case against China at the World Trade Organization 
over laws it says force the transfer of technology.  The expanded complaint focuses on approval of investments for 
electric vehicles and biotechnology, as well as approval of joint ventures across sectors, saying the laws contravene 
commitments Beijing made when it joined the WTO in 2001.  The U.S. and Japan have filed similar complaints against 
China at the WTO but did not join in this latest action by the EU.  

– France will push ahead with its own tax on large internet and tech firms from January 1 after the European Union failed 
to reach a consensus on such a levy, the nation’s finance minister announced Monday.  The GAFA tax – named after 
Google, Apple, Facebook and Amazon – is intended to make sure the large tech companies pay their fair share of taxes 
given the size of their operations in the country. Under EU law, tech companies can report their taxable income in any 
member state, prompting them to choose low-tax countries like Ireland or the Netherlands.  Such companies pay an 
average tax rate of 9%, compared with an average 23% for other companies in the EU, according to EU data.  

– German luxury auto makers BMW and Daimler are considering cooperating on a wide range of ventures so that they can 
effectively compete in the rapidly changing global auto market, Handelsblatt reported Friday. Daimler, the maker of 
Mercedes-Benz cars, is interested in linking up with its biggest rival to set the global standard for self-driving cars to 
better compete against upstarts Uber and Google’s Waymo.  The automakers also want to cooperate on development of 
electric motors and batteries, with joint production in the United States a possibility, Handelsblatt reported.  

– Shares in scandal-ridden Danske Bank fell on Friday to their lowest level in nearly five years after it issued its second 
profit warning of the year.  The bank said Friday that its net profit would be 15 billion Danish kronor this year, down from 
the previous estimate of 16-17 billion kronor and the guidance of 18-20 billion kronor at the beginning of the year. The 
share price in the Danish bank is down by half since March when a 200 billion euro money laundering involving the 
bank’s Estonian subsidiary was revealed.  
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– Shares in aerospace company Airbus fell sharply Thursday after French newspaper Le Monde reported that the 
US Department of Justice had opened an investigation into corruption at the company, on top of on-going 
investigations by the UK and France.  The investigations center on the use of middlemen to secure orders for its 
airplanes.  Analysts estimated that Airbus could face a fine of $4-5 billion.  

Japan 

– Japan's Nikkei 225 Index fell 1.11% on Friday and 5.65% for the week to 20,166.19 on worries about the effect of the 
US-China trade tension on the Chinese economy and its impact on Japan.  

– The U.S. announced on Friday its objectives for free trade talks with Japan, which could begin in mid-January. The 
Trump administration wants duty-free access to Japan for U.S. industrial products and to reduce or eliminate tariffs on 
U.S. agriculture goods. It also wants better trade conditions for motor vehicles and wants to add language to the 
agreement that prevents currency manipulation.  The U.S. is trying to reduce its $69 billion trade deficit with Japan, the 
world’s third largest economy.  

– Japan, the United States and the European Union will hold a meeting of their trade ministers in Washington early next 
month, possibly on Jan. 9, Jiji Press reported on Thursday. The ministers will discuss ways to combat unfair trade 
practices, apparently with China in mind, sources told Jiji. The January meeting will be the fifth among the three trading 
partners and follows the previous meeting in New York in September.  

– Softbank Mobile’s initial public offering got off to a poor start, with shares falling 14.5% below their initial price on the first 
day of trading. Analysts said that initial trading was poor because of generally weak stock market conditions, worries 
about increased government intervention in the 5G mobile market and a technical glitch ahead of the first day of trading.  
Softbank raised $23.5 billion in the IPO, the second largest in history after Alibaba’s debut in 2014. 

– Tokyo prosecutors re-arrested former Nissan Motor Co. chairman Carlos Ghosn on charges of breach of trust that led to 
losses at the company.  The move allowed the police to continue to hold Ghosn, as his detention from his earlier arrest 
on charges of falsifying his income expired Thursday.  

– Nissan Motor Co. has refused the request of its French alliance partner, Renault SA, to hold an extraordinary 
shareholder’s meeting in the next few months to select a new top executive for the partnership to replace Carlos Ghosn, 
Jiji Press reported Thursday.  Nissan said it must first rebuild its corporate governance system.  The regular 
shareholders’ meeting would not be held next summer.  

– Toyota Motor Co. said Monday that it expects to sell 10.76 million vehicles in 2019, up 2% from 2018.  If achieved, it 
would be the third straight year of record annual sales.   

Asia-Pacific (ex. Japan) 

– Mainland China China's Shanghai Composite fell 0.79% on Friday and 2.99% for the week to 2,516.25, on worries that 
the Chinese economy is weakening faster than expected as a result of the trade tension with the U.S.   

– Hong Kong's Hang Seng index rose 0.51% on Friday but fell 1.31% for the week to 25,753.42 on concern over the 
outlook for the Chinese economy.   

– Taiwan's Taiex index fell 0.32% on Friday and 1.31% for the week to end at 9,646.16, as the market worried about the 
impact of weaker Chinese growth on Taiwan-based suppliers.  

– South Korea's Kospi rose 0.07% on Friday but fell 0.38% for the week to close at 2,061.49 on regional growth worries.  
– Singapore Straits Times Index fell 0.15% on Friday and 1.01% on the week to close at 3,046.04 as investors in the 

export-dependent city-state continued to worry about the outlook for the Asian economy due to the U.S.-China trade 
tension.    

Emerging Markets  

– Brazil's Bovispa rose 0.50% on Friday, but the index fell 2.00% for the week to 85,697.16 after a Brazilian judge blocked 
the Boeing-Embraer merger for the second time in as many months, only days after the two companies agreed to final 
terms.  In addition, news that Brazilian prosecutor indicted 42 people in the Petrobras bribery scandal weighed on the 
market.  

– Mexico's IPC fell 0.52% on Friday but rose 0.38% on the week to 41,468.56, as investors remained concerned about the 
economic outlook. Mexico’s central bank raised its benchmark interest rate by 25 basis points to 8.25% on Thursday, as 
expected, warning of the risk of higher inflation and uncertainty caused in part by the economic policies of new President 
Andres Manuel Lopez Obrador’s leftist government. 

– India's BSE 30 fell 1.89% on Friday pushing the index down 0.61% for the week to 35,742.07, as concern grew about a 
global economic slowdown led by the United States even as fiscal spending promises ahead of next year’s general 
election increased worries about the Indian government’s budget.  
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– Russia's RSTI fell 0.58% on Friday, as oil prices, Russia’s largest export, fell to a 17-month low despite the agreement by 
OPEC and Russia to cut production. The index fell 3.52% on the week to close at 1,077.17. 

Alternative Assets 

– U.S. oil prices fell Friday to their lowest level in 17 months, as a rise in active oil rigs in the U.S. raised further concerns 
about a glut of supply in the period ahead. February West Texas Intermediate crude fell 0.6% Friday to $45.59 per barrel 
and was down 11.4% for the week. February Brent crude on London’s ICE Futures Exchange closed the trading period 
at $53.82 a barrel, down 1% on Friday and 10.7% on the week.  

– Gold futures fell back Friday from the six-month high posted on Thursday, but still posted a good gain for the week as the 
sharp drop in U.S. stocks boosted demand for the precious metal. February gold futures fell 0.8% on Friday to close at 
$1,258.10 per troy ounce but rose 1.4% on the week.  

Fixed Income 

US 

– The yield on benchmark 10-year Treasuries fell to 2.7902% last Friday from 2.8895% at the end of the previous week, as 
the stock market’s sharp drop pushed investors to shift into bonds.  

– The Federal Reserve’s policymaking Federal Open Market Committee (FOMC) raised the target range of the fed funds 
rate to 2.25% to 2.5% on a unanimous vote, as expected, again citing "strong" economic activity and "strong" job gains. 
FOMC members’ median projection for 2019 fell to two more rate hikes from the three seen in September, which would 
take rates to 2.9% by the end of the year. At that point, rates would already be modestly restrictive, as the longer run 
level for the fed funds rate was revised down to 2.8% from 3.0% in September. Now no officials expect to hike more than 
three times next year, down from five in September. Officials added that they will continue to monitor "global economic 
and financial developments" as they pertain to the economic outlook, signaling they are watching the recent market 
turmoil as well as ongoing uncertainty over global growth and trade policy. The Fed's forecasts for core inflation 
weakened slightly over the medium term to 2.0%, compared to 2.1% in September. Headline inflation is expected to be 
slightly weaker in 2019 as well, at 1.9% before rising to 2.1% in 2020 and 2021. On the other hand, the economy's 
growth potential was revised up a tenth, to 1.9%. Growth is projected to slow faster than previously thought next year, 
but will still come in above potential through 2020, after which it drops to 1.8% in 2021. 

– Federal Reserve Chair Jay Powell conceded little in the face of enormous pressure from markets and President Trump, 
reiterating the Fed's confidence in the upbeat economic outlook and reaffirming the need for "some further gradual 
increases" in rates. With above-trend growth and very low unemployment, the recent market volatility and tightening in 
financial conditions "have not fundamentally altered the outlook," Powell said at his press conference following the 
central bank’s rate announcement. There is "significant uncertainty" over both the policy path and the endpoint of the 
current tightening cycle, the Fed chief said. But, having now reached the "bottom end" of the range of estimates for the 
neutral rate, it makes sense to watch the data closely and adjust policy accordingly.  Anxious markets had expected a 
strongly dovish tone out of the December Fed meeting, even contemplating the possibility that the Fed would get cold 
feet on an already price-in rate increase. Instead, the Fed followed through on its fourth rate hike of the year and made 
only a slight tweak to its forward guidance on gradual tightening. The majority on the Federal Open Market Committee 
are still looking for two or more rate increases next year, even as the median projection shifted down to two hikes. As 
long as the economy faces tailwinds, including stimulative fiscal policy and tight labor markets, the Fed will continue to 
remove monetary stimulus, Powell said. 

– The pace of housing starts rose by 3.2% to a 1.256 million seasonally adjusted annual rate in November, slightly above 
expectations for a 1.220 million rate, data reported by the Commerce Department Tuesday morning indicated. Effects 
from the California wildfires could be seen in the data, with starts posting a 14.2% decline in the West. This region should 
see a boost in permits and starts in the coming months, as rebuilding efforts begin. Building permits rose by 5.0% in the 
month to a 1.328 million rate after a 0.4% decline to 1.265 million in October. 

– Home resales rose 1.9% in November to an annual rate of 5.32 million, well above expectations for a small decline to a 
5.17 million pace, data released by the National Association of Realtors reported Wednesday showed. "The market 
conditions in November were mixed, with good signs of stabilizing home sales compared to recent months, though down 
significantly from one year ago," NAR Chief Economist Lawrence Yun told reporters. The number of housing units 
available for sale fell 5.9% in November to a total of 1.74 million houses, lowering the months’ supply to 3.9 months at 
the current sales pace from 4.3 months in October. 

– Third quarter GDP growth was revised down to a 3.4% gain from the 3.5% gain in the previous estimate, data released 
Friday by the Bureau of Economic Analysis showed. At the same time, the price picture was revised only modestly from 
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the previous estimate. The core personal consumption expenditure (PCE) price index, the gauge of inflation favored by 
the Federal Reserve, was revised up to 1.6% from 1.5%, but the year/year rate remained steady at 2.0%, up from 1.9% 
in the previous quarter. The slight downward revision to GDP was driven by downward revisions to residential investment 
and PCE, as well as a slightly wider net export gap, but was partially offset by an upward revision in private inventory 
investment. 

UK 

– The yield on 10-year Gilts rose to 1.3210% at the end of last week from 1.2400% the week on worries about Brexit.  
– The Bank of England Monetary Policy Committee voted unanimously to leave Bank Rate and asset purchases 

unchanged, even as it downgraded near-term growth forecasts at a meeting ending Dec.19 amid great Brexit 
uncertainty. Faced with evidence of a weakening near-term outlook and intensified Brexit uncertainty the MPC offered no 
commentary on market rate expectations and provided no fresh views on the policy outlook. The MPC simply noted that 
in November, when the quarterly Inflation Report was published, it had said that if the economy developed as expected 
monetary tightening would be appropriate "at a gradual pace and to a limited extent." Bank staff predicted inflation would 
fall below the 2.0% target in the new year, to stand at around 1.75% in January, and that it would stay under target in the 
following months. They estimated that quarterly GDP growth would be just 0.2% in the fourth quarter, down 0.1 
percentage point from their November Inflation Report forecast, and again around 0.2% in the first quarter. While the 
near-term outlook has softened, the MPC judged that domestic-generated inflation pressures continued to mount. A tight 
labour market is expected to feed through into an acceleration in pay growth, with annual regular pay growth hitting 
3.25% in the three months through October. The MPC offered no update on its likely response to a hard, soft or no-deal 
Brexit but the minutes noted that uncertainty had intensified and that a broad of sterling assets had come under 
pressure. 

– Consumer price inflation abated in November, dampened by volatile motor fuels and computer games prices, suggesting 
quiescence in domestically-generated price pressures.  The consumer price index increased by an annual rate of 2.3% 
last month, the slowest pace since March 2017, when it rose by the same magnitude. The outturn matched analysts' 
median forecast, decelerating from a 2.4% rise in both September and October. Core inflation abated more dramatically. 
Stripping out food and energy, annual core consumer inflation declined to 1.8%, matching the pace last recorded in 
March of 2017, down from the 1.9% pace recorded in each of the two previous months. The result fell well short Bank of 
England staff forecast of a 2.5% annual rise in November as reported in the November Quarterly Inflation Report.  

– UK manufacturing orders were robust in December, coming in at +8, according to the latest CBI Industrial Trends 
Survey. November saw a solid rise of sixteen points to +10. The fall of two points in December was a slight fall from 
November's four-month high. It was significantly above the long-run average of -13. Given Brexit uncertainty, it was 
encouraging that export order books strengthened 14 points to +14, well above the historical average of -17.  In the three 
months to December, the volume of output picked up to +23 from +18 in November. This was driven by output expanding 
in 15 out of 17 sub-sectors, with food, drink and tobacco as well as mechanical engineering and chemicals leading the 
growth. Whilst December's readings are encouraging, growth is expected to slow in the coming quarter, with the volume 
of output expected over the next three months at +14, 9 points below the three months to December. This suggests the 
UK manufacturing sector is still facing headwinds in the shape of subdued domestic momentum and ongoing Brexit 
uncertainty. 

– Retail sales volumes surged in November, courtesy of Black Friday promotions, leaving the sector on track to contribute 
positively to gross domestic product in the fourth quarter. Sales volumes rose by 1.4% between October and November, 
far exceeding analysts' forecast of a 0.3% increase. On an annual basis, retail sales increased by 3.6%. October sales 
were revised to show a 0.4% monthly decrease and a 2.4% annual gain, better than the originally-reported 0.5% monthly 
slump and 2.2% yearly improvement. That leaves sales poised to lift gross domestic product in the fourth quarter. In the 
absence of revisions, sales could fall by 1.0% between November and December if volumes and still match the level of 
the third quarter. Retail sales have not declined by such a large amount since May of 2017. 

– UK retailers reported a marked slowdown in retail sales volume growth in December, coming after a strong November, 
the CBI survey published Tuesday showed. The reported sales volume balance declined 32 points to -13 in December -- 
its fastest rate of decline since October 2017. Consequently, the three-month average was down to +4 from an 
anticipated +19. Retailers also expect an uneventful start to 2019 with the expected sales volume balance for January 
flat. Furthermore, sales volumes were also well below the average for the time of year, to the greatest extent since 
November 2011. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to 0.2500% last Friday from 0.2520% last Friday the previous week as 
demand for bonds remained strong on renewed worries about the global economic outlook.  
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– The Eurozone consumer confidence indicator fell to -6.2 in December from -3.9 in November and was below market 
expectations for -4.3. The December reading was the weakest since February 2017. In the European Union as a whole, 
the consumer sentiment index declined to -5.9 in December, the lowest since November 2016, from -3.7 in November. 

Japan 

– The yield on 10-year Japanese Government Bonds rose over the past week to 0.0470% from 0.0350% the previous 
week on worries about the economic outlook and U.S.-China trade dispute. 

– The Bank of Japan board decided to leave its monetary policy unchanged on Thursday, voting 7-2 to leave its yield curve 
control and asset purchase programs unchanged. The board said it believes the Japan's economy is still expanding 
moderately, despite downside risks. The BOJ vowed to maintain its current easy policy "for an extended period of time," 
taking into account uncertainties regarding economic activity and prices, including the effects of the consumption tax hike 
planned for October 2019. Under the yield curve control framework adopted in September 2016, the BOJ will keep the 
target for the overnight interest rate at -0.1%.  The BOJ will continue buying JGBs to stabilize the 10-year yield "around 
zero percent" but it will also allow the long-term interest rate to "move upward and downward to some extend" in line with 
the changes in economic growth and inflation. In July, the bank "strengthened" the framework, allowing a wider trading 
range of +0.2% to -0.2% for the 10-year Japanese government bond yield, double the previous, unofficial range of +0.1% 
to -0.1%. Reflationist board members Yutaka Harada, a former government economist, and Goushi Kataoka, a former 
private-sector economist, dissented again. Harada called the guideline for market operations "too ambiguous" while 
Kataoka continued to call for additional easing. 

– Bank of Japan Governor Haruhiko Kuroda warned Thursday of growing downside risks to both the domestic and global 
economies, although he sees no need to change the baseline scenario that Japan's economy is expected to expand 
moderately as the global economy remains firm. However, he was quick to note the BOJ had the tools to act if needed in 
the event of a slowdown. "Downside risk to Japan's economy is increasing and we continue to keep a close eye on their 
developments. The BOJ will consider additional easy policy, if needed. We have (additional) policy tools," he told 
reporters at his press conference after the BOJ board’s latest meeting.  

– Japan's November annual core consumer inflation rate slowed to an annual 0.9%, down from the previous month's 1.0%, 
as prices in all major categories eased, data from the Ministry of International Affairs and Communication released Friday 
showed. Overall CPI rose 0.8% on year in November, dropping sharply from last month's 1.4% increase, reflecting 
widespread price easing. The slide was led by lower energy costs, which reported an 8.1% gain (+8.9% in October) over 
the year.  The underlying inflation rate measured by the core-core CPI (excluding fresh food and energy) rose 0.3% on 
year in November, down from October's 0.4% growth, marking a 17th consecutive year-on-year rise. Prices for overseas 
holiday tours rose 11.4% y/y in November, slowed from the 15.4% increase in October. Prices for household durable 
goods were down 0.6% on year in November, picking up from October's 2.0% drop. Prices for education and 
entertainment dipped further into negative territory, down 1.0% on year in November from October's -0.3%. 

– Japanese export growth slowed sharply in November, surprising analysts, with the slowdown led by weak demand 
globally, data released Wednesday by the Ministry of Finance showed. Japanese exports rose 0.1% on year in 
November, failing to meet an MNI median economist forecast for a 1.2% rise. Export growth to the U.S. decelerated to 
1.6% in November, down from last month's 11.6%. Exports to the European Union fell to 3.9% from October's 7.7%, and 
those to China contracted as well, reporting just a 0.4% increase. Imports rose 12.5% on year in November, stronger 
than the MNI median forecast of 11.8%. It was the seventh straight year-on-year rise after a 15.4% gain in August. As a 
result, November's trade deficit expanded to Y737.3 billion from October's Y450.1 billion, with the shortfall larger than the 
MNI median forecast for a Y644.5 billion deficit. It was the second deficit in three months after a surplus of Y126.5 billion 
in September. 
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Source: Market News International 

The information is based on management forecasts and reflects prevailing conditions and our views as of this date, all of which are accordingly subject to 
change. In preparing this document, we have relied upon and assumed, without independent verification, the accuracy and completeness of all information 
available from public sources or which was provided to us by or on behalf of the potential investor or which was otherwise reviewed by us. No responsibility can 
be accepted for errors of fact or opinion.  
Past performance and any forecasts are not necessarily a guide to future or likely performance. You should remember that the value of investments can go 
down as well as up and is not guaranteed. Exchange rate changes may cause the value of the overseas investments to rise or fall. 
The information contained in this document is provided for information purpose only and does not constitute any solicitation and offering of investment products.  
Potential investors should be aware that such investments involve market risk and should be regarded as long-term investments. 
Derivatives carry a high degree of risk and should only be considered by sophisticated investors. 
The investments mentioned in this document may not be suitable to all investors. The information contained in this document is provided for reference only and 
does not constitute any investment advice. Investors are advised to seek independent advice before making any investment decision. Past performance is not 
indicative of future performance. Investment involves risk and investors may not get back the amount originally invested. Please read the relevant offering 
document carefully, in particular fund features and the risks involved in investing in the fund. 
Schroder Investment Management (Hong Kong) Limited is regulated by the SFC. Non-Hong Kong residents are responsible for observing all applicable laws and 
regulations of their relevant jurisdictions before proceeding to access the information contained herein. The document has not been reviewed by the SFC and 
may contain information of non-SFC authorized funds. Issued by Schroder Investment Management (Hong Kong) Limited. 


