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Weekly market watch  
 
As at Friday June 14, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
 Hong Kong  HSI  27,118.35 153.07 4.92% -10.53% 
India  BSE 30 39,452.07 (163.83) 9.38% 10.82% 
Japan  Nikkei  21,116.89 232.18 5.51% -7.59% 
Singapore  STI  3,222.63 56.34 5.01% -3.99% 
South Korea  KOSPI  2,095.41 23.08 2.66% -12.84% 
Taiwan  WSE 10,524.67 115.47 8.20% -5.08% 
Shanghai     COMPOSITE 2,881.97 54.18 15.56% -4.63% 
Europe 
France  CAC  5,367.62 3.57 13.46% -2.91% 
Germany  DAX  12,096.40 143.26 14.56% -7.71% 
Italy  FTSE MIB  20,612.45 251.86 12.49% -8.33% 
Russia  RTSI  1,341.05 21.20 25.48% 17.54% 
UK FTSE 100  7,345.78 13.84 9.18% -5.41% 
Americas 
Brazil  IBOV  98,040.06 218.80 11.55% 37.27% 
Mexico  IPC  43,130.65 (160.68) 3.58% -8.62% 
Nasdaq  CCMP  7,796.66 54.56 17.50% 0.46% 
US  S&P 500  2,886.98 13.64 15.16% 3.76% 
US   DOW  26,089.61 105.67 11.84% 3.63% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.8470 0.8130 1.1050 1.3340 
10 Year OAT 0.0940 0.0850 0.3270 0.7670 
10 Year Bund  -0.2550 -0.2570 -0.0700 0.4260 
10 Year Japan -0.1290 -0.1200 -0.0500 0.0430 
10 Year Treasuries  2.0804 2.0809 2.4104 2.9351 

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

US  5.50 5.25 5.00 
Canada  3.95 3.95 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 

– All three main U.S. stock indexes fell on Friday as worries about the U.S.-China trade dispute outweighed the positive 
influence of expectations the Federal Reserve Chairman would soon cut interest rates. However, all three indexes still 
rose for the week on news at the start of the week that the U.S. would not impose trade tariffs on Mexico. The Dow 
Jones Industrial Average fell 0.07% on Friday but rose 0.41% for the week to close at 26,089.61, its second straight 
weekly rise. The S&P 500 index fell 0.16% on Friday but rose 0.47% on the week to 2,886.98. The Nasdaq fell 0.52% on 
Friday but rose 0.70% for the week to close at 7,796.66.  

– All eyes are focused on a possible meeting between U.S. President Donald Trump and Chinese President Xi Jinping at 
the G20 leaders’ summit in Osaka, Japan on June 28-29. Expectations for such a meeting, if it takes place, remain low, 
with the best outcome seen as another ceasefire on additional tariffs while negotiations to end the trade tension resume. 
Trump has repeatedly said he expects the meeting to take place, but Beijing has not confirmed it.  The South China 
Morning Post reported that the meeting could take the form of a sit-down dinner, as it did in Argentina on December 1, a 
meeting that led to the first tariff ceasefire and talks that continued until their collapse in early May. Trump has threatened 
to slap tariffs of up to 25% on the $300 billion of Chinese imports not now subject to tariffs if Xi does not meet him or after 
the meeting if there is no progress to resolve the trade dispute. Beijing has warned that it would take countermeasures if 
the U.S. deployed more tariffs.  “We’re going to be meeting, President Xi and myself. And you know we have a very good 
relationship,” Trump said Thursday. “We will end up making a deal with China. We have a very good relationship, 
although it’s a little bit testy right now . . . I think they really have to make a deal.” Some 600 U.S. corporate executives – 
including the leaders of Walmart, Target and Ikea -- urged in a letter to Trump that he not impose new sanctions on 
Chinese imports, warning about the economic consequences.  The next round of tariffs, if it takes place, would largely 
target consumer goods, including smartphones and other electronic devices.  

– India announced Friday that it would impose tariffs on some U.S. imports, in apparent retaliation for the U.S. decision 
earlier this month to withdraw a special trade privilege that reduced duties on Indian imports to the U.S.  The new Indian 
duties will take effect Sunday, the day that U.S. Secretary of State Mike Pompeo will arrive in New Delhi on a visit aimed 
at boosting bilateral ties. 

– The U.S. blamed Iran for attacks on two oil tankers at the mouth of the Persian Gulf on Thursday, a charge that Iran 
strongly denied. The Pentagon released a video that it says shows an Iranian naval boat retrieving an unexploded mine 
in the area.  The incidents ratcheted up further fears of open warfare between the U.S. and Iran and caused investors to 
shift money into risk averse assets like gold, German bonds and Japanese yen. The price of oil spiked on reports of the 
attacks and the U.S. accusations against Iran.    

– United Technologies Corp. (UTC) and Raytheon announced June 9 an all share merger which would create the second 
largest U.S. defense contractor by revenue after Lockheed Martin but ahead of Boeing. UTC would merge its aerospace 
business with Raytheon, creating a $120 billion defense giant.  UTC shareholders would control 57% of the shares in the 
new company, with Raytheon shareholders controlling the rest. The deal is due to close in the first half of 2020, after 
UTC completes the previously announced spin-offs of its Otis elevator and Carrier air conditioning and building system 
divisions. After the merger, the combined company’s business will be almost 50-50 commercial aerospace and defense. 
President Trump warned Monday that the deal could hurt competition, but it is unclear whether the U.S. government 
would try to stop it.  

– Facebook is due to launch its new digital currency on Tuesday this week, which would allow its 2.4 billion users to 
transfer money to each other and make payments on Facebook, Instagram and WhatsApp. The “stablecoin” currency will 
be pegged to a fiat currency or a basket of currencies.  Facebook is in talks with the U.S. derivatives regulator about the 
new digital currency, giving recent privacy scandals and questions whether it can abide by strict money laundering and 
other compliance rules for financial institutions.  Facebook announced Friday that it had hired Ed Bowles, former 
European head of Standard Chartered’s corporate and public affairs, to help deal with the expected detailed scrutiny of 
the new currency by European regulators.  

– U.S. chipmaker Broadcom cut its revenue target this year by $2 billion due to a contraction in semiconductor demand 
caused by the U.S.-China trade tension and the ban of component sales to Chinese telecommunication equipment 
maker Huawei.  The company indicated that chip sales in the second half of this year would fall about 15% below its 
previous expectations.  While the ban on Huawei sales did hit the company’s revenue projections by about $900 million, 
the bigger impact was from customers reducing inventory on expectations of a global economic slowdown due to the 
trade tension, the company said.  The company’s shares dropped 8% on the news and dragged other tech shares down, 
as well.   

– Tesla CEO Elon Musk predicted Wednesday that the electric car manufacturer had “a decent shot at a record quarter on 
every level” in the quarter ending June 30. At the company’s shareholders’ meeting in Silicon Valley, Musk also 
dismissed Wall Street analysts’ concerns about demand for its Model 3 car. “There is not a demand problem. There’s 
absolutely not,” he said. Model 3 deliveries plunged 31% in the first quarter, prompting concerns about weakening 
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demand for Tesla’s newest model.  Musk, however, did not reveal any specific figures on second quarter deliveries or 
progress on the company’s new Shanghai factory.  Tesla stock rose 4% on Musk’s comments, extending a rally that has 
seen the share price rise 22% this month, but it is still down 40% from six months ago.   

– The attorneys general from 10 U.S. states, led by California and New York, have sued to block the proposed merger 
between wireless communication companies T-Mobile and Sprint, charging it would reduce competition and lead to 
higher prices for consumers. The move, announced Wednesday, is a further obstacle to the $26 billion merger, on top of 
the need to gain regulatory approval from the U.S. federal government.  U.S. Federal Trade Commission chairman Ajit 
Pai has endorsed the merger, while Department of Justice antitrust chief Makan Delrahim has not yet taken a public 
position. The shares in both companies fell on the news to the states’ lawsuit.  

– Separately, Delrahim fired a warning shot against U.S. tech firms in a speech Tuesday, saying low prices and free 
products did not shield them from scrutiny over potential monopolistic business practices.  The comments follow the 
decision by U.S. federal regulators to prepare competition investigations of Facebook, Google, Apple and Amazon. 
“There are only one or two significant players in important digital spaces, including internet search, social networks, 
mobile and desktop operating systems, and electronic book sales,” he said in his speech. “This is true in certain input 
markets as well. For example, just two firms take in the lion’s share of online ad spending.”  Delrahim noted that 
Standard Oil was seen as a greater innovator a hundred years ago but was still broken up by the federal government for 
its anti-competitive practices.  

– Shares in U.S. chipmaker Advanced Micro Devices (AMD) rose to a 13-year high on Monday after Microsoft said its new 
Xbox video game console would run on chips made by AMD.  Microsoft announced Sunday that it would use a custom-
designed processor and video graphics card by AMD is the next-generation Xbox, to be launched during the 2020 
Christmas season.  AMD had already beat rival Nvidia in the contest to produce chips for Sony’s new PlayStation.  

– Salesforce will pay $15.7 billion to buy Tableau Software, which makes programs that convert raw data into 
visualizations. The deal is the latest for Salesforce, which has bought dozens of companies since it was founded in 1999. 
Last year it paid $6.8 billion to buy Mulesoft, a data integration platform. Tableau’s “business intelligence” software is 
designed to put big data analytics in the hands of production workers rather than IT specialists. Google paid $2.6 billion 
last year to buy Looker, a competitor. Amazon and Microsoft have competing products.  

UK

– The FTSE 100 fell 0.31% on Friday but rose 0.19% on the week to close at 7,345.78 as investors were willing to take on 
risk earlier in the week after the U.S. decided not to levy tariffs on Mexico.  

– The UK’s Brexit plan remains in limbo as the Conservative Party picks a new leader. Former foreign minister Boris 
Johnson, a staunch proponent of Brexit, was the clear leader after Thursday’s first round of voting on the new prime 
minister to replace Theresa May, which resigned on May 24. The party will vote next week on the six remaining 
candidates, with those pared down to two to be voted on by the party’s 160,000 members in July. It is unclear whether 
Johnson can do any better than May in securing support for an exit deal without a mandate provided by a general 
election or a second referendum on the Brexit question, both of which remain possible. With May’s departure, the 
prospect of a no-deal Brexit increased. Some in May’s Conservative party have called for the government to start 
preparations for a no-deal Brexit that could occur on or before October 31, the European Union’s deadline for an 
agreement.  But Parliament has voted on several occasions against a no-deal Brexit.  

– Rolls-Royce said Friday that it had been approached by Spain’s Indra Sistemas about purchasing a stake in the UK 
group’s Spanish engine manufacturing business ITP Aero.  Rolls-Royce said there was no certainty the approach would 
lead to a deal, adding that it intended to maintain a “long-term relationship” with ITP regardless of any deal.  ITP is the 
ninth largest aircraft engine maker in the world, with revenues of 880 million euros last year. In 2016, Rolls-Royce took 
control of the company, buying out the 53% it did not already own in a 720-million-euro deal.  

– UK grocer Morrisons announced an expansion of its partnership with Amazon for same-day delivery services in more UK 
cities.  Morrisons was already the main wholesaler for groceries over Amazon’s ecommerce site and will now become 
the retailer for an expanding delivery business.  The same-day delivery service is now available in Leeds, Manchester, 
Birmingham and London and the surrounding areas and will be rolled out to Glasgow, Liverpool, Sheffield and 
Portsmouth later this year.  Other cities will be added gradually in future years.  

– Pendragon, the UK’s largest car dealer, warned Wednesday it would make a “significant” loss in the first half of the year 
and that its inventory of unsold cars was rising, dampening the outcome for future sales. The company’s problems come 
as UK consumers buy fewer new cars, with registrations down 5% in May from a year earlier. In addition, leasing rather 
than buying new cars has become increasingly common.  Shares in the company fell 21% after the announcement.  

– Shares in embattled tour operator Thomas Cook Group rose more than 20% on Monday after it confirmed it was in talks 
to sell to Chinese conglomerate Fosun International its package holiday tour and hotel businesses. Such a sale would 
leave Thomas Cook with only its profitable airline, which it is trying to sell separately.  Fosun, which owns Club Med, 
already owns a fifth of Thomas Cook shares.   
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Europe (ex. UK) 

– On the continent, the Eurofirst 300 fell 0.36% on Friday, pushing the next up by the same percentage on the week to 
close at 1,490.84 as cautious optimism about the economic outlook earlier in the week were offset by geopolitical 
concerns on Thursday and Friday.    

– Volkswagen said late Thursday that the initial public offering for its truck division, Traton, would value it at up to 16.5 
billion euros.  The IPO at the end of the month will offer shares at between 27 euros and 33 euros each, valuing the 
company at 13.5 billion to 16.5 billion euros.  Volkswagen is selling only a small share of about 10% in Traton, which 
includes its Scania and Man brands, but investors were pleased that the IPO is going forward after company shelved it in 
March.  Investors have long complained that the corporate structures of large German companies do not release their 
true value and allow them to ignore minority shareholders.  

– Airbus is considering launching a new longer-range version of its popular single-aisle A321 aircraft in a move that would 
put it years ahead of rival Boeing for a new plane in the mid-range segment of the market, a company executive 
indicated Friday.  The European aircraft maker could announce the new model, dubbed the A321XLR for “extra long 
range,” at the Paris Air Show next week.  Global airlines are said to be interested in the aircraft, which could begin to fly 
in 2023-24, some two years ahead of any new Boeing model. Embattled Boeing, reeling from the 737 Max crisis, has yet 
to commit to developing a new mid-range aircraft between its single-aisle 737 and twin-aisle 787 models.   

– German pharmaceutical and chemicals conglomerate Bayer AG said Friday that it would invest 5 billion euros over the 
next decade to develop alternative weedkillers under pressure from the more than 13,000 lawsuits alleging that its 
glyphosate-based weedkillers Roundup and Ranger Pro cause cancer.  Bayer inherited the Roundup controversy after it 
bought U.S. seeds and chemicals firm Monsanto last year for $63 billion. Several U.S. juries have since ruled that the 
weedkillers cause cancer, awarding plaintiffs major financial compensation and threatening Bayer’s financial future.  The 
company’s stock price is down 45% since the first jury ruling last August.  

– Northvolt, a European attempt to create a battery maker to compete with Tesla and Asian manufacturers, raised $1 
billion in fresh capital from Volkswagen, Goldman Sachs, Ikea and BMW.  The Swedish company will use the money 
finance its first factory in northern Sweden and a just-announced second factory in cooperation with Volkswagen that will 
be located in the carmaker’s home state of Lower Saxony in Germany.  The company has also received a loan of 350 
million euros from the European Investment Bank.  The company will compete with Tesla, Japan’s Panasonic and 
Chinese companies CATL and BYD.  

– Inditex, the world’s largest clothing retailer, said Wednesday that it had posted record sales and higher profits in its fiscal 
first quarter to April 30, helped by the introduction of online sales in Brazil for its popular Zara brand. The Spanish 
company said zara.com will debuted in eight other countries in the next quarter, including Morocco and Saudi Arabia, 
and will be introduced in nine other countries this autumn, including South Africa and Kuwait.  The group’s net sales rose 
to 5.9 billion euros, 5% above the year-earlier quarter, while net profits rose 10% to 734 million euros. In local currencies, 
in-store and on-line sales rose 9.5% from May 1 to June 7, the company said.  

– Dassault Systemes will buy Medidata, which specializes in analysis of clinical trial data for new drugs, for $5.8 billion to 
bolster its life sciences business.  The French company is one of Europe’s largest software firms, whose stock is up 30% 
so far this year.  New York-based Medidata has 1,300 clients in the development and commercialization of new drugs 
and generated $636 million revenues last year.  

– Renault remains interested in merging with Fiat Chrysler Automobiles, with executives saying the logic for the deal 
remains unchanged, the Financial Times reported.  However, merger talks have not been restarted, the executives 
stressed.  French Finance Minister Bruno Le Maire said during the meeting of G20 finance ministers and central bankers 
in Fukuoka, Japan on June 8-9 that the French government was willing to reduce its current 15% stake in Renault to help 
consummate a deal. French officials suggest this move would win the support of Nissan, Renault partner in the three-
way alliance with Mitsubishi, for the deal.  Renault announced Sunday that it would abstain in the coming Nissan 
shareholders meeting to proposed governance changes, preventing a quorum and so effectively blocking the changes.  

– Volkswagen and Ford are close to reaching a deal on developing self-driving cars, the German carmaker’s CEO Herbert 
Diess announced Thursday. The partnership would be in addition to their deal signed in March to jointly develop a pickup 
truck. Earlier in the week, Volkswagen announced that it had ended its partnership with U.S. firm Aurora to build self-
driving cars. Ford, the number two U.S. automaker, refused comment on the Volkswagen deal until all the details were 
finalized.  

Japan 

– The Nikkei 225 index rose 0.40% on Friday and 1.11% on the week to close at 21,116.89, helped by risk averse buying 
of yen-denominated assets after the attacks on two oil tankers in the Persian Gulf caused investors to buy risk averse 
assets. 
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– U.S. activist investor Daniel Loeb has called on Sony to spin off its image sensor business to boost the company’s 
shareholder value, he said in letter to investors on Thursday. Loeb’s Third Point fund owns a $1.5 billion stake in the 
Japanese technology and entertainment company and claims the complexity of the company’s structure – including 
technology, entertainment and financial services -- has held back its business.  This is Loeb’s second attempt to 
restructure Sony, having failed in 2013 to convince it to sell some of its entertainment assets.   

– Shares in Nintendo fell sharply on Wednesday after the video game maker announced it would postpone until next year 
the release of an update to a popular game, failed to address the impact on its console-based business from the rapid 
rise of video game streaming, and gave no updates on when it would release a new version of its Switch gaming 
console.  Shares in the company fell 3.5% on Wednesday, their largest decline since April.  Nintendo said in a YouTube 
video released at the E3 games expo in Los Angeles that it would not release a new version of its popular Animal 
Crossing game until March 2020, meaning it would not be ready for this year’s Christmas sales season. The video also 
did not mention a possible partnership with Microsoft on video game streaming, which disappointed investors.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index fell 0.99% on Friday on trade tension concerns and data showing industrial 
production growth in May fell to a 17-year low. But the index rose 1.92% on the week to 2,881.97 on a positive mood 
earlier in the week on news that the U.S. would not impose tariffs on Mexico and after Beijing unveiled new financing 
measures to boost infrastructure spending.  

– Hong Kong's Hang Seng index fell 0.65% on Friday, the third straight daily decline, as protests against a new Hong Kong 
law allowing extradition of suspects to China turned violent. Still, the index rose 0.57% on the week to 27,118.35 on a 
more positive outlook earlier in the week.  

– Taiwan's Taiex fell 0.34% on Friday on concerns about the economic impact of the trade tension but still rose 1.11% for 
the week to 10,524.67 on investor optimism earlier in the week.  

– South Korea's Kospi fell 0.37% on Friday but rose 1.11% for the week to close to 2,095.41 as investors continued to take 
a wait-and-see attitude toward the impact of the U.S.-China trade tension.  

– The Singapore Straits Times Index rose 0.06% on Friday and 1.78% for the week to close at 3,222.63, as investors 
adopted a cautiously optimistic attitude.   

Emerging Markets  

– Brazil's Bovespa fell 0.74% on Friday after Economy Minister Paulo Guedes and Rodrigo Maia, speaker of the lower 
house of Congress, exchanged harsh words over the progress of pension reform legislation. But the index still rose 
0.22% on the week to 98,040.06, the fourth straight weekly gain, despite U.S.-China trade tension concerns.  

– Mexico's IPC fell 0.81% on Friday, pulling the index down 0.37% on the week to 43,130.65, as weak Chinese data 
renewed worries about the global economic outlook.  

– India's BSE 30 fell 0.73% on Friday, pulling the index down 0.41% on the week to 39,452.07 on continued economic 
worries.   

– Russia's RSTI fell 0.44% on Friday despite the sharp rise in oil prices after the attacks on oil tankers in the Persian Gulf 
but still rose 1.14% on the week to close at 1,341.05 on a more positive outlook.  

Alternative Assets 

– Oil futures prices rose sharply on Thursday and Friday on fears about the security of oil supply after attacks on two oil 
tankers in the Gulf of Oman at the mouth of the Persian Gulf.  The U.S. blamed the attacks on Iran, raising the prospects 
of military confrontation. But despite the price spike on Thursday and Friday, prices fell for the week after the 
International Energy Agency lower its demand forecast because of the impact of the U.S.-China trade tension. July West 
Texas Intermediate (WTI) crude rose 0.4% on Friday and 2.2% on Thursday but still fell 2.7% for the week to $52.51 per 
barrel. August Brent crude on London’s ICE Futures Exchange closed the trading period at $62.01 a barrel, up 1.1% on 
Friday after a 2.2% gain on Thursday but was still down 2.0% on the week.   

– Gold futures gave up most of their early gains on Friday as a stronger dollar put pressure on the yellow metal. Earlier 
Friday, prices had climbed as high at $1,362.20 per ounce, the highest intraday level in 14 months, on risk averse buying 
after the attacks on oil tankers at the mouth of the Persian Gulf on Thursday. August gold futures rose 0.1% on Friday 
but were down 0.1% on the week to close at $1,344.50 per troy ounce.  

 



 

 Weekly market watch 6 

 

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell slightly to 2.0804% on Friday from 2.0809% at the close of the previous 
week, as investors continued to buy risk averse bonds due to the escalation of U.S.-China trade tensions and concerns 
about conflict in the Persian Gulf.  

– The value of retail sales rose 0.5% in May compared to the 0.6% gain expected. This followed an upward revision to 
sales growth in April, data released Friday by the Commerce Department showed. Sales excluding motor vehicle sales 
rose 0.5% compared with a 0.4% gain expected. Motor vehicle sales rose 0.78% while gasoline station sales gained 
0.3%. Excluding those two factors, retail sales were up 0.5%. May control group sales rose 0.5%, when a 0.1% gain in 
building materials, a 0.7% rise in food services as well as the motor vehicle and gasoline categories were excluded, 
suggesting underlying strength. April sales were revised up sharply to a 0.3% gain from the previously reported 0.2% 
decrease, while sales excluding motor vehicles were revised up to a 0.5% increase from the 0.1% gain reported last 
month. Control group sales were revised up to a 0.4% gain from the flat reading previously reported. 

– May industrial production rebounded by 0.4%, led by a sharp gain in utilities production and a spike in vehicle output. 
There were also modest gains in both manufacturing production and mining production. The May production rise was 
faster than the 0.2% increase expected. April industrial production was revised up modestly to a 0.4% decline from the 
previously announced 0.5% drop, but March production was revised down to a 0.1% increase from 0.2% gain previously 
reported. Capacity utilization rose to 78.1% after an unrevised 77.9% reading in April. Utilities production rose 2.1% in 
May after a 3.1% decline in April, with electricity and natural gas production both up 2.1% in the month. The Federal 
Reserve made no comment about weather this month but had noted last month the April dip was due to reduced heating 
needs. The May rebound likely reflected a switch to air conditioning in some warmer regions of the country. 
Manufacturing production rose by 0.2% in May, with vehicle production up 2.4%. Excluding that gain, manufacturing 
production would have been flat and overall industrial production would have been up only 0.2%. Mining production rose 
by only 0.1% in May after a 2.2% rebound in April. 

– May CPI was roughly in line with expectations, allowing overall year/year inflation to decelerate, data released by the 
Bureau of Labor Statistics Wednesday showed. Overall CPI rose by 0.1%, as expected, while core prices were also up 
0.1%, below the 0.2% gain expected. Apparel prices, which were expected to rebound after declines in the previous two 
months, posted a flat reading in May. The major core components showed generally positive readings. The large owners' 
equivalent rents category rose by 0.3% and medical care was up 0.3%. However, new vehicle prices rose by only 0.1%, 
used vehicle prices fell 1.4% and recreation prices fell 0.3%. Energy prices fell by 0.6% in May after solid gains in the 
previous three months, with gasoline prices down 0.5%. Electricity prices were down 0.8% and gas utilities prices fell 
1.0%. CPI excluding only energy was up 0.1%, while food prices were up 0.3% on generally upward movements in the 
major categories. As a result of the modest 0.1% rise in overall CPI, the annual rate fell to +1.8% from +2.0% in April. 
Excluding only energy, the year/year rate remained at +2.0%, and the year/year rate for core prices fell to +2.0% after 
rising to +2.1% in April, holding in the same tight range seen so far in 2019. 

– The May import price index was down 0.3%, just below expectations for a 0.2% decline, according to data released by 
the Bureau of Labor Statistics on Thursday. Import prices also fell 0.3% excluding petroleum and were down 0.3% 
excluding all fuels. The other categories all showed slight declines, with a flat reading for consumer goods. Fuel prices 
were down 1.0% in the month after gains in the previous three months. Petroleum prices declined by 0.9% after a 4.7% 
jump in April. Natural gas prices were down 6.8% after a 51.1% drop in the previous month. Overall import prices were 
down 1.5% year/year in May, while prices excluding fuels and prices excluding petroleum were both down 1.4% 
year/year. - By region, prices for imports from most industrialized countries were mixed. Specifically, import prices from 
China were down 0.1%, prices from Canada were down 1.0%, from Mexico were up 0.4%, and from the EU were up 
0.2%. Overall, the data suggest limited impact from the tariffs. In fact, prices from China were down 1.4% year/year, the 
largest decline since a 1.6% drop in February 2017.  Total export prices were down 0.2% in May, with agricultural prices 
falling 1.0%. Export prices excluding agriculture posted a 0.2% decline. 

UK 

– The yield on 10-year Gilts rose to 0.8470% at the end of last week from 0.8130% the week before as investors moved 
out of risk averse bonds and into riskier assets after the U.S. decided not to levy tariffs on Mexico.  

– GDP growth fell in April at its fastest monthly pace since March 2016, dampened by Brexit-related shutdowns of car 
factories. GDP slumped by 0.4% in April, a much greater decline than forecast by analysts. However, economic strength 
in the month of February lifted 3m/3m growth to 0.3% in April, despite declines in March and April.  Manufacturing 
weakness accounted for nearly all of the slump in monthly GDP, dragged lower by a 29% drop in motor vehicle 
production. Many car manufacturers had announced factory shutdowns to coincide with the original Brexit date of 28 
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March. Overshadowed by the slump in manufacturing is persistent weakness in the dominant service sector, which 
registered no growth in April after a 0.1% decline in March. Services have exerted a mild drag in GDP in each of the past 
two months. Financial services have not recorded growth for past 16 straight months, the longest stretch of weakness on 
record. The sector has suffered a 2.5% decline since peaking in December of 2017.  The trade deficit narrowed sharply, 
courtesy of a sharp decline in both imports and exports. Import values plunged by 12.7%, the largest fall since records 
began in 1998. Exports fell by 8.4%, the biggest decline June of 2012. The first quarter trade gap was revised higher by 
Stg900m to Stg19.3 billion. Net trade subtracted 2.16 percentage points from GDP in the first quarter. 

– The robust UK jobs market confounded forecasts of a slowdown in the three months to April, with employment and 
regular earnings both recording healthy gains.  Employment increased by 32,000, well ahead of single-digit gains 
expected by analysts. The employment rate remained at a record high 76.1%. The LFS unemployment rate remained at 
3.8%, matching its lowest level since the last quarter of 1974. Regular earnings growth exceeded expectations, rising by 
3.4% after a 3.3% gain in the first quarter. In the month of April, earnings jumped by 3.8%, the biggest since single 
monthly gain since May of 2008.  However, a slowdown in bonus pay, as highlighted by the Bank of England’s Monetary 
Policy Committee, dampened total earnings, which grew by 3.1%, down from 3.3% in the first quarter. Bonus growth was 
particularly weak in manufacturing (down by an annual rate of 6.2% in the three months to April) and retail (-12.8%). 
Bonuses for both sectors have fallen sharply over the past nine overlapping three-month periods). However, there were 
pockets of weakness in Tuesday's report. The single month unemployment rate jumped to 4.0% in April from 3.7% in 
March, according to experimental statistics. That's the highest rate since December 2018. The inactivity rate rose for the 
first time since the third quarter of 2018, but, at 20.8% remains only a touch above its record low.  Job vacancies 
declined for the fourth-straight overlapping period, falling by 12,000 to 837,000, but remain high by historical standards. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose slightly to -0.2550% last Friday from -0.2570% the previous week, as 
investors were cheered by an easing in trade tensions between the U.S. and Mexico 

– The European Central Bank stands ready to relaunch its asset purchase programme "should economic developments so 
require," Bank of Finland chief Olli Rehn said Tuesday. "In case of a further weakening of economic activity and a 
materialisation of adverse contingencies ... [the ECB may] strengthen its forward guidance and its linkage to the 
achievement of the price stability objective, lower the monetary policy rates and introduce possible mitigating measures, 
and/or re-launch net purchases under the securities purchase programme," Rehn told a press conference in Helsinki. 
Rehn, a contender to replace Mario Draghi as ECB President when the Italian steps down in October, said the Governing 
Council's decision to extend forward guidance into the second half of 2020 was a response to both a slowing economy 
and rising risks. "The global economy and global politics are surrounded by protracted uncertainty, reflecting, in 
particular, the expanded and heightened trade tension in particular between the United States and China. This trade 
tension is unlikely to subside any time soon, due to the underlying struggle between the two countries over technological 
and economic supremacy. "Secondly, economic activity in the euro area has slowed and market inflation expectations 
have come down slightly compared with projections in the early part of the year. Inflation expectations have remained at 
low levels, which will hamper achievement of the ECB's price stability objective of below but close to 2%. For the 
achievement of the ECB's medium-term price stability objective, inflation in the euro area may fluctuate around 2% in the 
short term." In a Tweet posted June 7 Rehn wrote: "Gotta do what's gotta do, as needed. Resuming #QE & going for 
lower and/or longer in the toolbox. Potential reasons: prolonged uncertainty due to increased protectionism and/or 
inflation expectations stay anchored too low." 

– The Swiss National Bank (SNB) could lower its already negative interest rates still further should the economic situation 
demand it, Governor Thomas Jordan said Thursday. "We still have room to manoeuvre, we can go to an even more 
expansionary monetary policy," Jordan said. "We have sufficient room to change our monetary policy in order to react to 
certain shocks." Asked when the SNB might return to positive interest rates, Jordan said: "If you look at the global 
economy at this moment, the point of time when interest rates will go up is probably postponed and pushed further into 
the future. This is of course relevant for us. In the very long-term, we have to return to equilibrium interest rates, and in 
our view this is clearly a positive rate," he added. Jordan declined to say what levels the Swiss franc would have to hit 
before the SNB would intervene on the foreign exchange markets or give any indication as to possible future changes to 
the SNB's current description of the CHF as "highly valued" and its knock-on effects on monetary policy. 

– Eurozone industrial production fell 0.5% in April compared to March, after a 0.4% drop the month before. Output declined 
0.4% compared to a year earlier, an improvement from the 0.7% drop in March and above expectations for a 0.5% 
decline. The April drop was led by decreases in output of capital and intermediate goods. 
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Japan 

– The yield on 10-year Japanese Government Bonds fell to -0.1290% from -0.1200% a week earlier, as investors sought 
risk averse assets after the attacks on two oil tankers at the mouth of the Persian Gulf on Thursday.   

– Japan's economy grew at a faster pace in the January-March quarter than initially estimated, with business investment 
stronger than initially seen, revised (second preliminary) data released by the Cabinet Office Monday showed. The 
economy rose 0.6% on quarter, or an annualized 2.2%, in Q1 from the preliminary estimates of +0.5% and 2.1%, 
respectively, thanks to stronger capital investment, which was revised up to a 0.3% gain from a preliminary -0.3%. There 
was a 2.7% gain in Q4. The contribution from capital investment was revised up to +0.1 percentage point from a rounded 
-0.0 percentage point. Private consumption, which accounts for about 60% of GDP, was unrevised at -0.1% on quarter. It 
pushed down the overall figure by an unrevised rounded -0.0 percentage point. The contribution of net exports -- exports 
minus imports -- was unrevised at +0.4 percentage point. The contribution of private-sector inventories to the total 
domestic output was unrevised at +0.1 percentage point and the contribution of public investment was also unrevised at 
+0.1 percentage point.  

– Japan's core machinery orders, excluding those for power generation equipment and ships, accelerated in April, data 
from the Cabinet Office released on Wednesday showed.  Core orders rose 5.2% in April, accelerating from March's 
3.8% gain, marking the third rise in six months. The outcome also beat the median forecast for 0.5% growth. The 
increase was mainly driven by orders from the manufacturing sector, which surged to 16.3% in April, more than offsetting 
the 11.4% fall reported in March. Growth in core orders from the non-manufacturing sector slowed to 1.2% in April from 
the 13.4% gain the previous month. The three-month moving average of core orders rose 3.6% in April, the first rise in 
four months, after -0.01% in March and -1.4% in February. 

– Japan's current sentiment index fell in May, reversing April's gain, weighed down by items linked to housing as well as 
eating and drinking services, a key government survey released Monday showed. The Economy Watchers Survey 
indicates whether respondents with jobs most sensitive to economic conditions -- taxi and truck drivers, department-store 
sales staff and restaurant and shop owners -- think economic conditions have improved or worsened from the three 
months prior. Sentiment for the economic climate fell 1.2 points to 44.1 in May on a seasonally adjusted basis, after 
rising 0.5 points to 45.3 in April. The outlook index showed sentiment two to three months ahead fell for the fourth 
straight month, down 2.8 points to 45.6 on the back of weaker outlook for services, housing, as well as eating and 
drinking items. "Looking ahead, there are concerns of uncertainty over the global economy," the government said. 

 

 

 

 

 

 

 

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 
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