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Weekly market watch  
 
As at Friday February 15, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  27,900.84 (45.48) 7.95% -10.33% 
India  BSE 30 35,808.95 (737.53) -0.72% 4.41% 
Japan  Nikkei  20,900.63 149.35 4.43% -3.77% 
Singapore  STI  3,239.74 37.70 5.57% -5.92% 
South Korea  KOSPI  2,196.09 19.04 7.60% -9.32% 
Taiwan  WSE 10,064.78 132.52 3.47% -3.42% 
Shanghai     COMPOSITE 2,682.39 64.15 7.56% -16.15% 
Europe 
France  CAC  5,153.19 191.55 8.93% -1.33% 
Germany  DAX  11,299.80 393.02 7.02% -8.48% 
Italy  FTSE MIB  20,212.34 860.44 10.31% -10.15% 
Russia  RTSI  1,177.50 (22.15) 10.18% -6.72% 
UK FTSE 100  7,236.68 165.50 7.56% 0.03% 
Americas 
Brazil  IBOV  97,525.91 2,182.81 10.97% 15.70% 
Mexico  IPC  42,988.72 (191.73) 3.24% -11.92% 
Nasdaq  CCMP  7,472.41 174.21 12.62% 2.98% 
US  S&P 500  2,775.60 67.72 10.72% 1.63% 
US   DOW  25,883.25 776.92 10.96% 2.71% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.1600 1.1510 1.2580 1.6460 
10 Year OAT 0.5360 0.5410 0.6240 1.0080 
10 Year Bund  0.1010 0.0870 0.2060 0.7640 
10 Year Japan -0.0210 -0.0290 0.0130 0.0670 
10 Year Treasuries  2.6644 2.6339 2.7112 2.9095 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  

US  5.50 5.00 4.50 
Canada  3.95 3.70 3.45 
Japan  1.48 1.48 1.48 
Britain  0.75 0.75 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 

– U.S. stocks rose Friday and on the week on better tech results and as hopes for a trade deal between the U.S. and 
China rose. The Dow rose 1.74% on Friday and 3.09% for the week to close at 25,883.25.  The Dow was up for the 
eighth consecutive week, rising more than 15% in that time, its best eight-week run since 2009. The S&P 500 index rose 
1.09% on Friday and 2.50% on the week to 2,775.60. The Nasdaq rose 0.61% on Friday and 2.39% for the week to 
7,472.41. The Nasdaq rose for the eighth straight week, closing up more than 20% from its Christmas eve low, meaning 
the index had entered a new bull market.  

– U.S. and Chinese trade negotiators will meet again this week in Washington after meetings last week in Beijing produced 
unspecified “progress” toward a trade deal.  The two sides are working on a Memorandum of Understanding laying out 
promises by China to purchase more U.S. goods and services, accelerate market opening in financial services and 
manufacturing, and improve protection of intellectual property rights.  However, negotiators are still struggling with U.S. 
demands that the agreement include a mechanism to punish China if it does not carry out its promises and reduce 
government subsidies to domestic industries and favored companies. U.S. President Donald Trump said he would 
consider postponing the March 1 deadline for a trade deal if the two sides were close to an agreement.  Talks also 
continued to set up a face-to-face meeting between Trump and Chinese President Xi Jinping later in March. Trump has 
said he needed to meet Xi to iron out the thorniest issues between the two countries. The U.S. 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.  

– The U.S. Commerce Department has concluded that foreign auto imports are a national security threat, AFP-Jiji reported 
Friday. The report’s conclusions could open the way for President Trump to follow through with his threat to implement a 
25% tariff on auto imports. The Commerce Department report will be delivered to Trump on Sunday, after which he has 
90 days to decide whether to levy sanctions.  

– President Trump signed a $333 billion spending bill that funds U.S. government agencies for the rest of the fiscal year to 
the end of September, avoiding a second government shutdown in as many months. The bill includes some money to 
increase security on the border with Mexico, but not enough to build the wall that Trump has demanded. At the same 
time Trump signed the spending bill, he signed an executive order declaring a national emergency that would allow him 
to transfer $8 billion from other government accounts to fund the wall. Congressional Democrats, as well as several 
states, cities and civil groups, have promised to sue, claiming the executive order is unconstitutional because it is usurps 
Congress’ role in setting government spending and is an attempt to fund the wall despite Congress’ decision not to do so.  
Many legal experts say the executive order will likely be struck down.  

– Amazon announced Thursday that it had cancelled its plan to open a new headquarters office in New York City, following 
stronger-than-expected opposition from local political, union and citizens groups. The opposition centered on promises 
from New York State and New York City of $3 billion in tax subsidies, as well as the threat to the local Long Island City 
neighborhood in Queens from the influx of so many new workers. The e-commerce giant had announced in November 
that it would open two new headquarter operations, one in New York and one in Virginia, promising to create up to 
25,000 jobs in each location and an estimated $27 billion in tax revenues over the next 20 years. Amazon did not say 
where it might relocate the N.Y. operation.  

– Facebook is in talks with the U.S. Federal Trade Commission over alleged violations of user privacy, which could result 
in a record multi-billion dollar fine, the New York Times reported Thursday. The FTC’s investigation began shortly after 
the Cambridge Analytica scandal was revealed in March 2018.  The FTC has the authority to fine Facebook up to 
$41,000 for each privacy violation, with 87 million users affected by the Cambridge Analytica breach, the Times reported.  
The previous record fine was $22.5 million paid by Google for misrepresenting privacy assurances.  

– Morgan Stanley paid $900 million to buy Canadian stock planning firm Solium Capital, which specializes in wealth 
planning for millennials. The deal gives Morgan Stanley access to technology that Solium has developed.  The financial 
services merger comes a week after BB&T bought fellow U.S. bank SunTrust, the first major bank merger since the 
global financial crisis a decade ago, suggesting the pace of financial service mergers will pick up.  

– Google will invest $13 billion in new data centers and other facilities in the United States this year, CEO Sundar Pichai 
announced in a blog post Wednesday.  The announcement is an astute political move, given Trump’s emphasis on U.S. 
production and Google’s continuing struggles to counter negative publicity from fake news and data breaches in its 
massive internet operations.  Google will have operations in 24 states by the end of the year, three more than currently, 
with the new data centers employing 10,000 workers, Pichai said.  

– Farm equipment manufacturer Deere & Co. reported Friday that its fiscal quarter profits were below expectations, as 
farmers remained cautious about purchasing new equipment due to uncertainties about the U.S.-China trade tension.  
Adjusted net income in the three months to the end of January stood at $499 million or $1.54 per share, below 
expectations for $1.75 per share.  Net sales were $6.94 billion, up 16% from a year earlier and just short of expectations 
for $6.95 billion. Despite the first quarter miss, Deere confirmed its guidance for sales to rise 7% this year.  
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UK

– The FTSE 100 rose 0.55% on Friday and 2.34% on the week to close at 7,236.68, helped by gains on Wall Street and 
hopes for a U.S.-China trade deal.  

– Prime Minister Theresa May suffered another defeat in Parliament on Thursday, with lawmaker voting 303 to 258 against 
endorsing her Brexit strategy. A significant number of her Conservative party members voted against the motion, laying 
bare the sharp divisions within May’s own party. While the vote has no legally binding implications, it is a reminder that 
May’s Brexit strategy, which requires further concessions from Brussels, does not have the support of Parliament and 
that lawmakers may not be able to agree on any transition plan before the UK’s exit from the European Union, now 
scheduled for March 29.  This increases the chances for a no-deal Brexit, which UK businesses have warned would be 
an economic disaster by erecting significant trade and customs barriers for doing business with the EU.  Dutch Prime 
Minister Mark Rutte was the latest to warn of “devastating” consequences if the UK crashed out of the EU without a 
transition deal. May’s chief negotiator with the EU was overheard in Brussels saying that Parliament would be forced to 
choose at the last minute to support May’s transition plan or risk a no-deal Brexit.  There remains speculation that the 
March 29 exit date could be postponed to allow for further negotiations on an acceptable transition deal, though May has 
publicly rejected this option.  

– Royal Bank of Scotland announced Friday that it will pay a much larger dividend this year than expected due to a strong 
end of last year.  But the bank also warned of the risks of Brexit to its business this year.  Government-owned RBS will 
pay out dividends of 13 pence per share, or 1.6 billion pounds in total.  Pre-tax profits increased by 50% last year to 3.4 
billion pounds, above expectations for 3.2 billion pounds.  Revenues rose 2% to 13.4 billion pounds.  The government is 
expected to resume selling some of its remaining 62.4% stake in the bank in coming weeks. It sold a 7.7% stake in June 
and has committed to sell its entire remaining stake by 2023.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 1.44% on Friday on hopes for a U.S.-China trade deal. The index ended the 
week up 2.96% to close at 1,452.11.  

– Volkswagen and Ford made progress on Thursday in their discussions to form a joint venture in autonomous vehicles 
valued at $4 billion, Bloomberg reported Friday.  There was a breakthrough on Thursday that included the framework for 
VW to invest in the Ford-backed Argo AI autonomous vehicle startup.  The joint venture would compete with Alphabet’s 
Waymo and General Motor’s GM Cruise operations.  

– Airbus announced Friday that it would cease production of the A380, the world’s largest passenger jet, in 2021 due to 
lack of demand after Emirates drastically cut its order for the double-decker plane. The announcement came just 12 
years after the first plane entered service. Only 17 more planes will be built – 14 for Emirates, which already has more 
than 100, and three for Japan’s ANA.  

– Deutsche Bank’s financial troubles have deepened, with Germany’s largest financial institution now paying the highest 
rates on its Euro debt market borrowing of any large financial institution, the Financial Times reported.  Last week, 
Deutsche sold 3.6 billion euros in two-year bonds, paying 180 basis points above the rate for issues of similar maturity. It 
also paid 230 basis points over the benchmark for seven-year debt.  

– The board of German online classified ads site Scout 24 said Friday it supported the 5.7- billion-euro takeover bid by 
Hellman & Friedman and Blackstone.  Scout 24’s share price rose sharply after announcement of the bid to a level above 
the offer price of 46 euros per share, suggesting investors expect a possible improved offer in future.  

Japan 

– Japan's Nikkei 225 Index fell 1.13% on Friday on concerns over the impact of the U.S.-China trade tension, but the index 
still rose 2.79% for the week to close at 20,900.63.  Earlier in the week, the index rose above 21,000 for the first time in 
two months.  

– Softbank’s Vision Fund invested $940 million in startup Nuro.ai, which makes driverless delivery vehicles.  It was 
Softbank’s second major investment in autonomous vehicles, after having invested $2.3 billion in General Motor’s GM 
Cruise operation last May.  

– Nissan on Tuesday cuts its sales targets in all major markets including Japan, China, the U.S. and Europe, and predicted 
it would post its lowest profit in six years in the fiscal year that will end in March.  Nissan now expects a net profit of 410 
billion yen this fiscal year, down from the 500 billion yen it predicted in November. Analysts said the turmoil surrounding 
the arrest of former CEO Carlos Ghosn, tensions in its alliance with France’s Renault, and the departure of key 
executives contributed to the lower profit.  

– Corporate profits among listed Japanese firms fell in the third quarter at the fastest pace since the 2011-2012 fiscal year 
after the Fukushima earthquake and tsunami, as the U.S.-China trade tension took its toll.  The electronics, transport and 
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chemical sectors were hit hardest. Third quarter profits for 1,014 firms in the Topix index were 2.6% below the level of a 
year earlier, SMBC Nikko Securities reported. On a net basis, the decline was 26%, as U.S. tax breaks enjoyed by 
Japanese firms ended.  

– Japan Display Inc., the maker of small liquid-crystal display screens, said Thursday it expects to post a loss of 20 billion 
yen in fiscal 2018 that ends in March. The 2018 result its fifth consecutive annual loss, raise questions about its long-
term prospects. The 2018 loss is due in large part to poor sales of iPhones in China that include its screens.   

– Struggling engineering firm Toshiba cut its profit forecast for the current fiscal year due to higher costs associated with its 
energy operations. For the year to end March, Toshiba now expects profits of 870 billion yen, down from 920 billion yen 
estimated in November and 1.07 trillion yen estimated in May.  

– Major trading house Itochu Corp. has started a hostile bid to increase its stake in sportswear firm Descente Ltd.  Itochu 
wants to increase its stake in Descente from 30.44% to 40% so that it can demand changes in management and 
operations of the sportswear firm, whose sales are weaker than other similar firms.  Descente overcame financial 
difficulties in 1984 and 1998 with the help of Itochu.   

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index fell 1.37% on Friday to 2,682.39 on a weaker-than-expected rise in 
consumer prices but gained 2.45% on the week in its return from the Chinese New Year holiday.  

– Hong Kong's Hang Seng index fell 1.87% on Friday after release of weak mainland consumer price data.  The index fell 
0.16% for the week to 27,900.84, as worries about the China-U.S. trade tension continued to weigh.  

– Taiwan's Taiex fell 0.24% on Friday on weakness in Asian markets, but still rose 1.33% on the week in its return from the 
Chinese New Year holiday.  

– South Korea's Kospi fell 1.34% on Friday, the sharpest decline in six weeks, on signs of weaker economies in China and 
the U.S. Still, the index rose 0.87% for the week to close at 2,196.09, on hopes for a rapid resolution of the U.S.-China 
trade tension.  

– The Singapore Straits Times Index fell 0.41% on Friday but rose 1.18% for the week to close at 3,239.74.    

Emerging Markets  

– Brazil's Bovispa fell 0.50% on Friday along with other Latin American markets but rose 2.29% on the week to 97,525.91, 
as investors cheered the government’s pension reform plan, which will be submitted to Congress this week.   

– Mexico's IPC rose 0.62% on Friday as the peso declined against a strong U.S. dollar but fell 0.44% on the week to 
42,988.72, after Fitch rating agency downgraded the debt of national oil company Pemex. The Mexican government said 
it would inject $3.6 billion into the ailing company, but analysts fear a bigger bailout will be needed.  

– India's BSE 30 fell 0.19% on Friday for the seventh straight session, its longest losing streak in a year, with the index 
down 3.15% during that period.  The index was down 2.02% last week to 35,808.95, as investors turned cautious ahead 
of national elections expected in May.  A terrorist attack in Kashmir that left at least 37 dead also weighed on sentiment.  

– Russia's RSTI increased 1.83% on Friday, as oil prices, Russia’s largest export, rose sharply. But the index fell 1.85% on 
the week to close at 1,177.50 despite strong gains in oil prices during the week. 

Alternative Assets 

– Oil prices rose on Friday and were up more than 5% for the week on hopes for a resolution of the U.S.-China trade 
conflict and signs of tighter global supply. March West Texas Intermediate (WTI) crude rose 2.2% Friday and 5.4% for 
the week to $55.59 per barrel, the highest level in three months. April Brent crude on London’s ICE Futures Exchange 
closed the trading period at $66.25 a barrel, up 2.6% on Friday and 6.7% on the week.  

– Gold futures rose to a two-week high on Friday on reports of progress in U.S.-China trade talks, which offset the impact 
of a stronger dollar and higher global equity prices. April gold futures rose 0.6% on Friday and 0.3% for the week to close 
at $1,322.10 per troy ounce. 

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose slightly to 2.6644% last Friday from 2.6339% at the close of the 
previous week, as worries about the U.S.-China trade conflict eased, causing investors to buy equities.  
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– Federal Reserve Chair Jay Powell said Tuesday U.S. economic growth remained solid but highlighted challenges for 
rural communities including higher unemployment, mortality and lack of access to financial services. "Today, data at the 
national level show a strong economy. Unemployment is near a half-century low, and economic output is growing at a 
solid pace," he said in remarks prepared for a forum hosted by the Hope Enterprise Corporation in Itta Bena, Miss. "But 
we know that prosperity has not been felt as much in some areas, including many rural places." The Fed has a role to 
play in promoting community development through research on skills training for workers, for example, and meeting with 
local leaders to increase access to banking services and transportation options for commuting to jobs, Powell said. 

– Consumer inflation eased in January, with the headline CPI measure below expectations, the core measure in line with 
expectations, and the year/year rate for the overall measure falling to 1.6% from 1.9% in December, data released 
Wednesday morning by the Bureau of Labor Statistics showed.  Overall CPI posted a flat reading, below analysts' 
expectations for a 0.1% increase in the month. The core CPI rose 0.2%, matching expectations for a 0.2% increase. 
Overall, the data point to slowing consumer inflation, with the year/year rate of 1.6% the lowest since June 2017. A large 
gain in January 2018 accounts for much of year/year decline and should be reversed next month. The year/year rate for 
core CPI remained at 2.2%, the same as in the previous month. CPI excluding only energy was up 2.1% year/year, 
showing the impact of soft energy prices. 

– The value of retail sales fell by 1.2% in December overall and fell 1.8% excluding motor vehicle sales, well below 
expectations and indicating weakness outside of an expected gasoline station sales decline, data released by the 
Commerce Department Thursday showed. Motor vehicle sales posted a 1.0% increase after November's 0.7% gain, 
while gasoline station sales fell by 5.1% in December after a 4.4% drop in November. Excluding both motor vehicles and 
gasoline, retail sales posted a 1.4% decline. Retail sales excluding autos, gasoline, and building materials were down 
1.6% in December. Further, excluding food services as well as the other three categories, retail sales were down 1.7% 
after a 1.0% gain in November, due to widespread weakness throughout the retail categories. The only other category 
posting a gain in December was building materials, which rose 0.3% after a 1.5% drop in November. Food services and 
drinking places' sales fell by 0.7%, while clothing stores sales also fell by 0.7% in the month.  

– January PPI was also weaker than expected, falling 0.1% overall. However, there was a 0.3% gain excluding food and 
energy. Analysts had expected overall PPI to rise by 0.1% and prices to be up 0.2% excluding food and energy prices in 
January. The reason for the headline miss was a stronger-than-expected decline in energy prices and a large decline in 
food prices. These were partially offset by a strong gain for trade services. Energy prices fell 3.8%, food prices fell 1.7%, 
and trade services rose 0.8%. Removing those categories, PPI ex. trade services, food, and energy was up 0.2% after a 
flat reading in the previous month. The year/year rate of inflation for final demand PPI was 2.0%, down from 2.5% in 
December, while PPI ex food and energy was 2.6% year/year, slightly below 2.7% in the previous month. The personal 
consumption price measure in the data, which some analysts use as a preview measure for the PCE price index, was 
down 0.1% overall in January, but up 0.3% ex. food and energy, and was flat also excluding trade services. 

– January industrial production data was much weaker than expected, adding to the list of soft data this week. While a 
decline in vehicle production was the biggest factor, it was not the only weakness in the manufacturing sector.  Overall 
industrial production decreased by 0.6% in January, well below the 0.2% gain expected, due in large part to an 8.8% 
drop in motor vehicle production. Excluding that large decline, industrial production would have still been down 0.1%. 
Manufacturing production fell 0.9% in the month on the sharp decrease in motor vehicles and parts production. Outside 
of motor vehicles and parts, manufacturing production would have been still been down 0.2% on declines in construction 
supplies and business supplies. Utilities production rose 0.4% following December's 6.9% decline, as temperatures 
returned to more normal levels, and in some cases record lows. The January mix showing a 0.5% decrease in electricity 
production, but a 6.0% rebound in natural gas as people turned up the heat. Mining production posted an increase of 
0.1% in January, following a 1.5% gain in December, maintaining the string of increases, but suggesting some slowdown 
in growth due to falling energy prices. Capacity utilization came in at 78.2%, below the 78.8% expected and following a 
78.8% reading for December.  

– U.S. import prices were down 0.5% in January, well below the 0.2% decline expected and following a 1.0% decline in 
December, according to data released by the Bureau of Labor Statistics Friday. The data suggest the decline in import 
inflation is accelerating after declines in the last two months. The data set is likely to get more attention when the data 
reflect the full effect of trade tariffs on both the import and export price measures. Overall fuel prices were down 3.2% in 
the month, with petroleum prices down 0.1%, and natural gas prices down 44.2%. Import prices declined 0.7% excluding 
petroleum, but only fell 0.2% excluding all fuels. Overall import prices were down 1.7% year/year in January after a 0.6% 
year/year decline the previous month. Prices excluding fuels were down 0.2% year/year and prices excluding petroleum 
were down 0.4% year/year. 

UK 

– The yield on 10-year Gilts rose to 1.1600% last Friday from 1.1510% the week as worries about global trade eased.   
– The global recovery is most likely to be ended by trade conflicts that result in increased protectionism that hits business 

investment, Bank of England Governor Mark Carney said on Tuesday. In a question-and-answer session at a Financial 
Times event, the BOE Governor also said that there was a risk Brexit could end badly, and warned that monetary policy 
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could be tightened in response. Asked if global growth would end in trade conflict Carney said: "This is the dynamic that 
has the potential to end the global expansion." Imbalances in the global growth cycle "are not extreme" and the pockets 
of financial risk should not tip the global economy into contraction but "questions about the openness of markets, market 
access, the consequences of that for business investment ... that has the potential, and we are seeing some signs of 
this, to move us out of this relatively delicate equilibrium," Carney said. The BOE Governor rejected the view that further 
currency depreciation, likely in the case of a hard Brexit, would benefit the UK simply because it would enhance 
competitiveness. "Having the currency adjust because the fundamental income prospects of the country have been 
marked down, that is part of the natural adjustment mechanism. But that is not a step towards prosperity. It is a hit to 
income," Carney said. Sterling has fallen 15% on a trade-weighted basis since the June 2016 referendum and reflects 
"the view of the market that UK relative incomes are going to be lower for some time," Carney said. He added that 
market pricing pointed to further currency devaluation in the event of a no-deal Brexit. The manner in which the Monetary 
Policy Committee reacts to a hard Brexit is yet to be determined, Carney said. The UK risks coming out with no deal at 
the end of March. "It is not clear what the direction of monetary policy (will be) ... In the end, we will have some conflicting 
forces," he said. "We will have for a period of time a reduction in the supply capacity of the economy. We would expect 
lower demand, not least because it (the EU) still is our largest trading partner ... and the exchange rate would adjust and 
the net of that might well be inflationary and inflationary for a period of time," Carney added. "We are not saying that 
definitely implies a tightening of policy but we do want to put people on notice that this is a different situation than what 
had happened ... through all of our professional lifetimes, which is that hits to the economy had been largely hits to 
demand. This is actually, for a period of time, a hit to supply," he said. 

– UK economic growth slowed in the final quarter of 2018, dampened by a sharp fall in business investment and car 
production, but remained in positive territory, despite a dramatic decline in December. Gross domestic product rose by 
0.2% in the three months to December, according to preliminary data released on Monday, below the median MNI 
forecast of a 0.3% gain, and down from the 0.6% pace recorded over the penultimate quarter of 2018. On an annual 
basis, GDP expanded by 1.3%, the slowest rate since the second quarter of 2012, down from a 1.6% pace in the third 
quarter and falling short of the MNI median of 1.4%. The result fell short of the 0.3% growth rate forecast of Bank of 
England staff, as reported in minutes of the February Monetary Policy Committee meeting, slightly higher than the 0.2% 
expected at the time of the December MPC meeting. Moderate fourth quarter growth comes despite the marked 
slowdown in December. GDP fell 0.4% in the final month of the year, well below the MNI median of no change, down 
sharply from growth of 0.2% in November, marking the weakest monthly growth since March 2016. 

– Consumer price inflation plunged to a 24-month low in the first month of the year, falling below the Bank of England's 
target for the first time since early 2017, pulled lower by falling gas and electricity prices. The consumer price index 
increased at an annual rate of 1.8% last month, the slowest pace since January of 2017, falling short of analysts' forecast 
of a 2.0% increase, after rising by 2.1% in December. A cap on household energy prices -- mandated by utilities 
regulator Ofgem -- came into effect at the start of the year, dampening increases in gas and electricity costs. That 
subtracted 0.22 percentage point from the change in annual CPI. However, that cap is slated to rise in April. Stripping out 
food and energy, core inflation steadied at an annual pace of 1.9%, matching the MNI median forecast, ticking above the 
headline rate of inflation for the first time since November of 2016. Consumer prices fell by 0.8% between December and 
January, the biggest decline in a year, after rising by 0.2% between November and December, compared to the MNI 
median of a 0.7% monthly fall. The January result matched Bank of England staff forecast of a 1.8% annual rise in 
January, as reported in the February Quarterly Inflation Report. That takes inflation below the Bank's 2.0% target for the 
first time since January of 2017, but Bank staff expect CPI to eventually settle above its target rate, according to minutes 
of the February Monetary Policy Committee meeting. 

– Retail sales volumes rebounded smartly in January, driven largely by internet activity, while dismal fourth quarter sales 
were revised upward, suggesting a potential improvement in household spending in later iterations of gross domestic 
product. Sales jumped by 1.0% in the month of January, rising by 4.2% over the same period a year earlier, outpacing 
the MNI median forecast of a 0.2% monthly gain and a 3.4% annual rise. December sales were revised to show a 0.7% 
decrease, better than the originally-reported 0.9% fall, leaving fourth quarter sales unchanged over the previous three 
months, better than the initially-reported 0.2% fall. That revision was not included in fourth quarter GDP data released on 
Monday, suggesting that household expenditure could be revised upward from the originally-recorded 0.4% gain. Retail 
sales account for approximately 20% of household spending, according to a National Statistics official. Internet sales 
provided much of the January strength, rising by 3.4% in value terms, reversing a 2.4% decline in December. That lifted 
internet sales to a joint-record-high 18.3% of total sales, up from 17.9% in December. However, it appears that 
discounting played a role in supporting online sales, with the implied annual price deflator for non-store retailing 
recording no change between December and January, the weakest since November of 2016. Clothing and footwear 
prices were particularly weak at -0.9% y/y, the lowest reading since August 2016.  
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Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to 0.1010% last Friday from 0.0870% on Friday the previous week as 
demand for bonds eased modestly.  

– The current formulation of the European Central Bank's forward guidance remains "crucial" to preventing "premature 
expectations" of a hike to key interest rates, Executive Board member Luis de Guindos said Monday. "The date-based 
element ensures that our stimulus is not weakened by premature expectations of a rate hike. The state-contingent 
element, in turn, ensures that the stance will continue to evolve gradually and in a data-dependent manner." ECB 
guidance calls for rates to remain at present levels at least through the summer of 2019, and in any case for as long as 
necessary to ensure sustained convergence toward its inflation target level. Euro area data has been weaker than 
expected in recent months, De Guindos conceded. Trade has disappointed, with noticeable declines in net exports, 
leaving economic growth weaker than expected. Near-term growth is likely to be weaker than previously foreseen. 
Idiosyncratic factors such as temporary issues in the automotive sector, street protests and weather conditions played a 
part in stifling growth. "While there is uncertainty about the magnitude and persistence of these factors, near-term growth 
in the euro area is likely to be weaker than previously anticipated."  Global growth is showing signs of a maturing 
economic cycle, and while global activity is still expanding, growth in important euro area trading partners, such as 
China, has been moderating. This has fed through to lower euro area exports. Geopolitical uncertainties, the threat of 
protectionism, vulnerabilities in emerging markets and financial market volatility "have proven to be more persistent than 
initially foreseen. In Europe in particular, the state of play of the Brexit negotiations is adding to the uncertainty."  
However, "sound factors of resilience are in place,” with euro area expansion "expected to continue, supported in 
particular by favorable financing conditions, further gains in employment, rising wages and lower energy prices. Rising 
wages should continue to underpin household income and private consumption. Lower energy prices are supporting real 
incomes and should provide an additional impetus to domestic demand. High levels of capacity utilization should 
continue to strengthen labor cost pressures." 

– German growth was flat in the fourth quarter, below market expectations for a 0.1% gain and following a 0.2% drop in the 
third quarter, which was the first contraction since 2015. 

– Eurozone industrial production fell 4.2% from a year earlier in December, a larger decline than analysts expected. The 
December drop follows downwardly revised 3% decline in November. The December drop was the steepest since 
November 2009 as output fell in all categories, increasing concerns about the outlook for the Eurozone economy. 
Industrial output fell 0.9% in December from a month earlier, below market expectations of 0.4% decline.  

– Eurozone employment rose to 158.7 million in the fourth quarter, up 0.3% compared to the previous quarter, accelerating 
from the 0.2% gain in the third quarter.  Year-on-year, employment increased 1.2% in the fourth quarter, easing from the 
1.3% rise posted in the third quarter. For the full year 2018, employment rose 1.4%.   

– The Eurozone trade surplus narrowed sharply to 17.0 billion euros in December from 24.5 billion euro in the same month 
a year earlier, as exports fell 2.5% and imports rose 1.9%.  

Japan 

– The yield on 10-year Japanese Government Bonds rose slightly last week to -0.0210% on Friday from -0.0290% the 
previous week as the Bank of Japan maintained its control over market interest rates.   

– Japan's economy posted the first growth in two quarters in the October-December period, up 0.3% on quarter, or an 
annualized +1.4%, thanks to higher private consumption and capital investment, preliminary gross domestic product data 
released Thursday by the Cabinet Office showed. The data came in largely in line with the median economist forecast. 
The growth in the fourth quarter followed a Q3 drop of 0.7% Q/Q, or an annualized -2.6%. Private consumption, which 
accounts for about 60% of Japan's GDP, rose 0.6% on quarter in Q4, the first rise in two quarters after an unrevised -
0.2% in Q3. Business investment rose 2.4% on quarter in Q4, reversing the 2.7% decline in Q3. Net exports of goods 
and services -- exports minus imports -- made a negative 0.3 percentage point contribution to the total domestic output. It 
was the third straight negative contribution after pushing Q3 GDP growth down by 0.1 percentage point. Exports rose 
0.9% on quarter in Q4 after falling 1.4% in Q3, while imports rose 2.7% after falling 0.7% in the previous quarter. Private-
sector inventories contributed a negative 0.2 percentage point to Q4 GDP following +0.1 percentage point in Q3. Public 
investment fell 1.2% on quarter following -2.1%. Its contribution to GDP was -0.1 percentage point. 
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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. 


