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Weekly market watch  
 
As at Friday June 21, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 

Year-to-date 52-week 

Asia-Pacific  

 Hong Kong  HSI  28,473.71 1,355.36 10.17% -2.95% 

India  BSE 30 39,194.49 (257.58) 8.67% 10.62% 

Japan  Nikkei  21,258.64 141.75 6.21% -5.59% 

Singapore  STI  3,321.40 98.77 8.23% 1.03% 

South Korea  KOSPI  2,125.62 30.21 4.14% -9.83% 

Taiwan  WSE 10,803.77 279.10 11.07% -0.88% 

Shanghai     COMPOSITE 3,001.98 120.01 20.37% 3.88% 
Europe 

France  CAC  5,528.33 160.71 16.86% 3.99% 

Germany  DAX  12,339.92 243.52 16.87% -1.37% 

Italy  FTSE MIB  21,388.63 776.18 16.72% -1.31% 

Russia  RTSI  1,375.02 33.97 28.66% 23.79% 

UK FTSE 100  7,407.50 61.72 10.10% -1.97% 

Americas 

Brazil  IBOV  102,012.60 3,238.90 16.07% 41.44% 

Mexico  IPC  43,526.73 396.08 4.53% -6.31% 

Nasdaq  CCMP  8,031.71 235.05 21.05% 4.13% 

US  S&P 500  2,950.46 63.48 17.70% 7.30% 

US   DOW  26,719.13 629.52 14.54% 9.23% 

 

Bonds 

  
Close 

Yield 

Week ago Month ago Year ago 

10 Year Gilt  0.8450 0.8470 1.0830 1.2770 

10 Year OAT 0.0480 0.0940 0.3280 0.7050 

10 Year Bund  -0.2850 -0.2550 -0.0630 0.3350 

10 Year Japan -0.1560 -0.1290 -0.0450 0.0400 

10 Year Treasuries  2.0540 2.0804 2.4264 2.8967 

 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 but still had strong gains for the week. Investor worries about U.S.-China 

trade tensions were outweighed by hopes that a trade deal could be achieved soon and by the Federal Reserve’s 

message that it could cut interests in coming months.  The Dow Jones Industrial Average fell 0.13% on Friday but rose 

2.41% for the week to close at 26,719.13, its third straight weekly rise. The Dow is up 7.7% so far in June and if the gains 

hold it is on a pace to have the best month since October 2015 and best June since 1938. The S&P 500 index fell 0.13% 

on Friday but rose 2.20% on the week to 2,950.46. The S&P posted a new all-time closing high on Thursday and is on a 

pace for its best June since 1955. The Nasdaq fell 0.24% on Friday but rose 3.01% for the week to close at 8,031.71.  

– All eyes are focused on the meeting between U.S. President Donald Trump and Chinese President Xi Jinping during the 

G20 leaders’ summit in Osaka, Japan on June 28-29. Expectations for the meeting have improved but remain low, with 

the best outcome seen as another ceasefire on additional tariffs while negotiations to end trade tensions resume. U.S. and 

Chinese trade negotiators are expected to begin meeting in Japan on Tuesday, three days ahead of the Trump-Xi meeting. 

“I can’t predict what the United States is going to do or whether we’re going to be able to resolve this issue with China,” 

U.S. Trade Representative Robert Lighthizer, the lead U.S. trade negotiator, told the U.S. Congress on Tuesday. “My hope 

is that we can.”  Trump tweeted that he expected to have “extensive” talks with Xi, while the Chinese official press indicated 

that the two would discuss a number of issues involing the bilateral relationship, without being specific. On Thursday and 

Friday last week, Xi paid his first state visit to North Korean leader Kim Jung Un in an effort to push forward the 

denuclearization of the Korean peninsula.  Any progress on that front could help Xi in his talks with Trump on trade. Trump 

told Xi in 2017 that if it helped the U.S. on a nuclear deal with North Korean, Beijing would get a more favorable trade 

deal.  Other issues that may be discussed include growing tensions between the U.S. and Iran growing U.S. support for 

Taiwan and the ban on U.S. companies supplying Chinese tech firm Huawei. Trump has threatened to slap tariffs of up to 

25% on the $300 billion of Chinese imports not now subject to tariffs if there is no progress to resolve trade tensions in the 

meeting with Xi. “I don’t know if it’ll get them to stop cheating, tariffs alone,” Lighthizer told Congress. “I don’t think you 

have any other option. I know what won’t work, and that is talking to them because we’ve done that for 20 years. If there’s 

a better idea than tariffs, I’d like to hear it.”  Many U.S. corporations – including the leaders of Walmart, Target and Ikea – 

have urged Trump not to 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.  The Commerce Department on Friday imposed new export restrictions on U.S. supercomputing components, 

effectively banning five Chinese supercomputing companies from obtaining U.S. technology.  The move was the latest 

blow in the escalating tech war.  The Wall Street Journal also reported that the Commerce Department had cut in half the 

number of licenses for U.S. firms to hire Chinese nationals to work on advanced engineering projects.  

– President Trump ordered a U.S. air strike on three military sites in Iran on Thursday in retaliation for Iran shooting down a 

U.S. surveillance drone on Wednesday, but rescinded the order before the attack took place, the New York Times reported.  

Trump said the U.S. military was “cocked and loaded” for the strike but he called it off when he learned that 150 Iranians 

were likely to die in the attack.  The U.S. says the drone was in international air space when it was shot down, while Iran 

says it was in its national air space. Hardliners in Trump’s administration pushed the president to retaliate to send a 

message to the Iranian government, the Times reported. The U.S. also blamed Iran for attacks on two oil tankers at the 

mouth of the Persian Gulf the previous week, a charge that Iran strongly denied.  

– Embattled Boeing got a surprise vote of confidence on Tuesday when IAG, the owner of British Airways, signed a letter of 

intent at the Paris Airshow to buy 200 of the 737 Max models that have been grounded since March after two deadly 

crashes. The deal is worth $24 billion at list price, though IAG likely received a very favorable discount given the controversy 

surrounding the plane. The planes would be delivered between 2023 and 2027.  Willie Walsh, the CEO of IAG and a former 

737 pilot, said his company had complete confidence in the safety of the plane.  

– Facebook formally announced on Tuesday its plan to create a new global digital currency, the Libra, which will allow the 2 

billion members on its Facebook, Instagram and WhatsApp platforms to save and exchange money, pay bills and buy 

merchandise. So far, 28 companies, including Mastercard, Visa, PayPal, Vodafone and Uber, have agreed to partner with 

Facebook on the currency, though no banks have yet joined the group. Libra, which will be tied to major currencies such 

as the U.S. dollar, euro and yen to limit volatility, is due to begin operation in the first half of 2020.  The announcement 

immediately raised privacy concerns given Facebook’s history.  The company created a Swiss-based independent 

subsidiary, Calibra, to run the digital currency, with other units of Facebook having no access to Calibra’s information on 

Libra users or their accounts.  Regulators in a number of jurisdictions will closely examine the new currency to make sure 

that it abides by rules on money laundering required for financial institutions. Critics argue that Libra would take the 

monetary policy tool out of the hands of central banks.  
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– All 18 of the largest U.S. banks passed the first round of the Federal Reserve’s “stress test” of the ability of their business 

to survive a financial market crash or severe recession. The tests showed that the banks would lose a combined $410 

billion dollars but have sufficient capital to keep lending to businesses and individuals. If the banks pass a second qualitative 

assessment of capital adequacy and governance next week, they will be able to continue offering shareholders record 

dividend payouts.  

– Mobile telecom companies T-Mobile and Sprint are engaged in last minute talks to sell their Boost Mobile brand to Dish 

Network for about $6 billion to win approval from U.S. regulators for their proposed $26 billion merger, the Financial Times 

reported Friday. The urgent talks come ahead of a Department of Justice deadline on Monday to decide on whether to 

approve the merger. The DoJ has demanded that the two companies create a fourth major mobile phone rival – in addition 

to Verizon, AT&T and the potentially merged T-Mobile/Sprint -- to satisfy its concerns about a reduction in competition 

resulting from the merger.  However, T-Mobile and Sprint have so far been unable to agree on terms with Dish, sources 

told the FT.  

– Corporate communications messaging service Slack made its debut Friday on the New York Stock Exchange, trading at 

$38.50 per share, valuing the company at more than $20 billion.  The debut price, in a rare direct offering that sells shares 

directly to investors, was 22% higher than the price in the private market ahead of the debut and 48% above the technical 

reference price set by the NYSE.  It was also well above the $11.91 price in Slack’s last funding round nine months ago.  

– Business software maker Oracle reported an increase in revenues and profit margin for its fiscal year ended in May, on 

success in moving its software packages onto the internet cloud.  Total revenue rose to $11.1 billion, up 1% from a year 

earlier, as its online Fusion applications and its NetSuite services aimed at small businesss saw a revenue increase of 

32%.  The company’s operating profit margin rose one percentage point to 47%, the highest rate in five years. Earnings 

per share rose 23% to $1.16, above expectations for $1.07.  The share price rose 7% on the news.  

– Apple warned that the Trump administration’s proposal to put a 25% import tariff on iPhones and its other products would 

“tilt the playing field” in favor of foreign rivals and cut its multi-billion contribution to the U.S. economy.  In a letter to the 

U.S. Trade Representative, which is holding public hearings on the proposed new tariff, Apple warned that the tariff would 

add hundreds of dollars to the cost of its high-end iPhones.  

UK

– The FTSE 100 fell 0.23% on Friday but rose 0.84% on the week to close at 7,407.50 as investors took on more risk on 

news confirming the Trump-Xi meeting at the G20 in Japan and the Federal Reserve’s indication that it could soon cut 

interest rates to support the American economy.  

– 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, will face current foreign secretary Jeremy Hunt in the final vote on who will 

succeed Theresa May, which resigned on May 24. The party’s 160,000 members will vote in July, with Johnson the clear 

leader. But it is uncertain 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. EU leaders 

repeated last week that they have no intention of renegotiating the Brexit deal secured by May.  

– The share price of transport booking app Trainline jumped 17% on its trading debut Friday, in the second best initial 

public offering in London this year.  The first-day price rise valued the company at 2 billion pounds. The London IPO 

market has been sluggish this year, as many tech companies bypassed it to list in the U.S. and because of concerns 

about the impact of Brexit.  But Trainline’s success gives hope for other IPOs, including mobile operator Africa Airtel and 

foreign exchange broker Argentex, both of which are due to list this week.   

– The UK Information Commissioner’s Office (ICO) said Thursday that the $200 billion advertising technology (adtech) 

industry, dominated by Google, was operating illegally and gave it six months to adjust its operations. The country’s data 

protection regulator examined how internet ads are bought and sold and found that personal information was being 

widely used without explicit consent, as required by EU law.  When a person logs onto a website, information on 

personal likes and dislikes is automatically shared with hundreds of adtech companies.  The companies use this 

information to bid on real-time ads targeted at that person.  

– Rolls-Royce Plc has bought the electric propulsion unit of Siemens for 50 million euros as it increases its commitment to 

be the first to build a hybrid electric airplane. The purchase of the Siemen’s unit will accelerate the pace of the E-Fan X 

demonstrator project, which is due to have its first test flight in 2021, Rolls-Royce CEO Warren East said.   
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Europe (ex. UK) 

– On the continent, the Eurofirst 300 fell 0.43% on Friday on news that the U.S. had almost attacked Iran, but the index 

rose 1.66% on the week to 1,515.55 on cautious optimism for an easing of U.S.-China trade tensions.    

– Airbus won orders at the Paris Airshow for its new long-range A321XLR aircraft, which it unveiled on Monday. The 

longer-range planes in the middle-sized segment of the market will be available in 2024, two years ahead of  

Boeing’s longer-range mid-sized plane between its 737 and 787 models that it is considering building. Private equity firm 

Indigo Partners bought 32 of the new Airbus planes and converted 18 existing orders for A320 aircraft to the longer-

range model. The planes will be allocated to Hungary’s Wizz Airlines, U.S. carrier Frontier Airlines, and Chile’s 

JetSMART, in which Indigo owns stakes. American Airlines, the world’s largest airline by passenger traffic, converted 30 

orders for the A321Neo to the A321XLR.  The orders came a day after British Airways partner IAG announced a surprise 

order for 200 of Boeing’s troubled 737 Max airplanes.  

– Shares in French bank Natixis fell sharply after the Financial Times reported that one of its subsidiaries, H2O Asset 

Management, holds a large number of illiquid bonds tied to a controversial German financier. Morningstar, whose 

assessments are widely used by investors, suspended its rating of H2O’s Allegra Fund on Wednesday over concerns on 

certain illiquid bonds.  Analysts said Morningstar’s suspension raised questions about proper oversight by Natixis and 

could affect H20’s 250 million euro performance fee its pays to the mother company.  

– Deutsche Bank is under criminal investigation in the U.S. for alleged failures to comply with money laundering oversight 

rules, the New York Times reported.  The investigation is linked to a whistleblower who alleges she reported suspicious 

account activity in 2016 and 2017 in accounts controlled by President Donald Trump and his son-in-law Jared Kushner 

but her concerns were ignored by the bank.  She was later fired and filed a complaint with the Security and Exchange 

Commission.  The investigation is the latest blow to the embattled German bank, which is in the midst of a massive 

restructuring to try to return to profitability. 

– Shares in Lufthansa and other European airlines fell sharply Tuesday after the German carrier warned that its profits 

would be lower than previously expected because of worsening conditions for intra-European air travel.  Lufthansa now 

says its profit margin this year will be 5.5% to 6.5%, down from the previous guidance of 6.5% to 8% and the second 

downward revision this year.  Lufthansa blamed the profit decline on excess capacity in intra-Europe travel causing fierce 

price competition for passengers, even as traffic on trans-Atlantic and Asian flights has been strong.  UK bank HSBC 

warned that “rapidly weakening demand” for air travel in Europe due a weaker economy would require heavy price 

discounting by all European airlines this year. Even discount carriers Ryanair and easyJet issued profit warnings earlier 

this year.  

Japan 

– The Nikkei 225 index fell 0.95% on Friday but rose 0.67% on the week to close at 21,258.64, joining other major global 

stock indices in advancing on hopes for a near-term resolution of U.S.-China trade tensions and a possible cut in U.S. 

interest rates.  

– Japanese automaker Nissan Motor Co. and its French partner Renault SA are exploring a partnership with Alphabet unit 

Waymo to build autonomous vehicles for use in Japan and France, the companies said Thursday. The partnership could 

be expanded to other countries.  The new partnership, if realized, would compete in Japan with Monet, Inc., the self-

driving project backed by Toyota Motor Corp., Honda Motor Co., and Softbank Group Corp.   

– Renault has no plans to cut its current 43.4% stake in Nissan, CEO Thierry Bollore said on Wednesday.  Renault is trying 

to resuscitate its merger plans with Fiat Chrysler Automobiles (FCA) and needs Nissan’s approval, Reuters reported.  

The $35 billion deal was scuttled two weeks ago after the French government, Renault’s largest shareholder, refused to 

proceed until Nissan agreed to it.  To gain approval for the merger with FCA, Nissan will ask Renault to reduce its stake 

in the Japanese automaker, Reuters reported.  Leaders of the Nissan-Renault-Mitsubishi alliance are due to meet in July 

to discuss this and other matters.  

– Shares in embattled financial firm Nomura Holdings Inc. recorded their largest price rise in more than two years after the 

company announced a surprise $1.4 billion share buy-back plan. The company said it will cut back its stake in the 

affiliate that leaked information about its clients, damaging Nomura’s reputation and its stock price, and use the proceeds 

to buy back its stock.  The share price rose as much as 10% on the news, the largest gain since November 2016, leaving 

the stock price down 11% on the year.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index rose 0.50% on Friday on hopes that Trump and Xi can agree to ease trade 

tensions at their meeting next week. Friday’s rise pushed the index up 4.16% on the week to 3,001.98, back above the 

psychologically important 3,000 level.   
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– Hong Kong's Hang Seng index fell 0.27% on Friday on renewed public demonstrations against a proposed Hong Kong 

law allowing extradition of criminal suspects to China. But the index rose 5.00% on the week to 28,473.71 on hopes that 

the meeting of U.S. and Chinese presidents will ease trade tensions.   

– Taiwan's Taiex rose 0.17% on Friday and 2.65% on the week to 10,803.77 on hopes for a near-term U.S.-China trade 

deal.   

– South Korea's Kospi fell 0.27% on Friday but rose 1.44% for the week to close to 2,125.62 on hopes the U.S. and China 

can resolve their trade issues.  President Moon Jae-in replaced both of his top economic advisors on Friday, in an 

acknowledgement that his economic policies had so far failed to boost the nation’s economy, which posted a surprise 

contraction of 0.4% in the first quarter. The move may clear the way for the opposition to agree to the government’s 

supplemental budget to boost growth.  

– The Singapore Straits Times Index rose 0.21% on Friday and 3.06% for the week to close at 3,321.40, as investor 

sentiment about the economic outlook for the trade-dependent city-state improved.   

Emerging Markets  

– Brazil's Bovespa rose 1.70% on Friday after the return from a national holiday, on expectations of lower interest rates in 

the U.S. and Brazil.  Friday’s gain pushed the index up 4.05% on the week to a record closing high of 102,012.60. The 

Brazilian central bank did not cut interest rates at its meeting on Wednesday but signaled it could do so later this year to 

help the economy.  

– Mexico's IPC fell 0.27% on Friday but rose 0.92% on the week to 43,526.73, on hopes for a U.S.-China trade deal would 

boost the global growth outlook.   

– India's BSE 30 fell 1.03% on Friday, pushing the index down 0.65% on the week to 39,194.49 on investor caution about 

the global economy ahead of the meeting of U.S. and Chinese presidents next weekend and worries about trade 

tensions between India and the U.S.  

– Russia's RSTI fell 1.16% on Friday as tensions between the U.S. and Iran eased. Still, the index rose 2.53% for the week 

to close at 1,375.02 on higher oil prices.  

Alternative Assets 

– Oil futures prices rose on Friday, supporting the largely weekly gain in prices since December 2016, on hopes that 

potential global central banks interest rate cuts would boost the global and so oil demand, while tensions between the 

U.S. and Iran in the Persian Gulf would restrain supply.  August West Texas Intermediate (WTI) crude rose 0.6% on 

Friday and 8.8% for the week to $57.43 per barrel. August Brent crude on London’s ICE Futures Exchange closed the 

trading period at $65.20 a barrel, up 1.2% on Friday and 5.1% on the week.   

– Gold futures rose above $1,400 per ounce for the first time since 2013 in trading on Friday on expectations for rate cuts 

by the Federal Reserve and other major central banks due to the slowdown in the global economy. August gold futures 

rose 0.2% on Friday and 4.1% on the week to close at $1,400.10 per troy ounce, after having traded as high as 

$1,415.40 earlier in the day.  

Fixed Income 

US 

– The yield on benchmark 10-year Treasuries fell further to 2.0540% on Friday from 2.0804% at the close of the previous 

week, as investors continued to buy bonds because of a risk averse mood on concerns about conflict in the Persian Gulf. 

The 10-year yield fell below 2% on Thursday for the first time since 2016.  

– The Federal Reserve stands ready to lower interest rates this year if concerns over trade frictions and a slowdown in 

global growth materialize, central bank Chair Jay Powell said Wednesday after the central bank’s statement vowed to 

"act as appropriate" to sustain the record-long U.S. economic expansion. A rate cut this summer could also mean an 

earlier end to balance sheet runoffs, Powell indicated. "Participants now see that a case for somewhat more 

accommodative policy has strengthened," Powell told reporters after releasing fresh economic projections showing the 

17-member Federal Open Market Committee was about evenly split between those who saw no change in rates this year 

and those who are penciling in 50 basis points of rate cuts. "If we do provide more accommodation, we will certainly keep 

in mind what we said earlier this year, which is that we'll always be willing to adjust balance sheet policy so that it serves 

our dual mandate objectives," he added. Markets moved quickly to price steeper odds of a rate cut at the late July FOMC 

meeting after Powell's remarks. Fed fund futures are pricing in 0.31 percentage point worth of cheaper funding in August, 

suggesting that the terms of the market debate have shifted to whether the Fed will ease by a quarter or half a point.  
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The baseline economic outlook remains "favorable," but the FOMC is focused on how to respond to an increasingly 

uncertain environment, Powell said. Inflation decelerated in the first quarter but data since then showed some pick-up, 

even if it has come at a slower pace than expected. Growth projections were little revised overall at an above- trend pace 

of 2.1% for the year and 2.0% in 2020, and consumer spending is at a healthy level, he said. Labor market indicators 

"bear watching" but workers say jobs are plentiful and household confidence is high. Even with a sharp slowdown in 

hiring last month, job creation over the past three months is still above levels needed to keep pace with workforce 

growth, Powell said. Lower interest rates would support economic activity and a return of inflation to the 2% objective, 

Powell said, but "there was not much support for cutting rates now."  Some sources of downside risk are still quite recent. 

Just six weeks ago, officials noted that many uncertainties affecting the U.S. and global economic outlooks had receded. 

But soon after, President Donald Trump used tariffs on Mexican goods as leverage in negotiations over curbing migration 

at the southern border and threatened to slap more tariffs on Chinese imports if no deal is reached with Beijing at the 

G20 meeting next week. "We want to react to developments and trends that are sustained and that are genuine," not just 

"changes in sentiment, which can be volatile," Powell said. But he added that the old adage that "an ounce of prevention 

is worth a pound of cure" was a good way to think about policy in the current era of very low global interest rates. "It's 

wise to react to prevent a weakening from turning into a prolonged weakening," he said. 

– The pace of housing starts fell by 0.9% to a 1.269 million seasonally adjusted annual rate in May, above expectations for 

a 1.240 million rate, data reported by the Commerce Department Tuesday morning indicated. Single-family housing 

starts fell by 6.4% in May after a 5.2% gain in the previous month, while multi-family starts were up 10.9% in May. The 

share of total starts represented by multi-family units has increased to 35.4% in May from 29.7% a year ago, while 

single-family starts have slipped. Affordability and supply are key issues. Housing starts fell 45.5% in the Northeast, 8.0% 

in the Midwest, and 2.4% in the West. Starts rose only in the South, by 11.2%.  Building permits rose by 0.3% in the 

month to a 1.294 million rate after a 0.2% increase to 1.290 million in April. Single-family permits rose by 3.7% to an 

815,000 annual rate, while multi-family permits fell by 5.0%. Homes permitted but not started were down 1.2% in May, 

suggesting housing starts could drop further in the near future. Homes under construction were flat in May, while 

completions were down 9.5%, reflecting the softer readings for permits and starts in February and March. The second 

quarter average for starts, at 1.275 million, was above the first quarter average of 1.213 million after revisions are 

included. The second quarter average for permits was 1.292 million, down only slightly from the 1.299 million first quarter 

average. However, unadjusted starts and permits remain below their levels in the same month a year ago. 

– The pace of existing home sales rose by 2.5% to a 5.34 million annual rate in May, above the 5.27 million rate expected, 

according to data released Friday by the National Association of Realtors. April home sales were revised up to a 5.21 

million pace from the 5.19 million rate previously reported. The second quarter average sales pace stands just above the 

5.21 million average for the first quarter after revisions are included.  May resales in Northeast +4.7%, Midwest +3.4%, 

South +1.8%, and West +1.8%. May home supply rose 4.9% to 1.92 million units, up 2.7% year/year, pushing up the 

months’ supply figure to 4.3 months from 4.2 months in April and 4.2 months a year ago. NAR Chief Economist 

Lawrence Yun said that inadequate inventories, coupled with high demand, have pushed the national median home 

sales price to a record high. Additionally, low mortgage rates have helped drive the May sales gain and should support 

sales going forward.  The national median sales price rose 4.8% y/y to 277,700 in May. 

– The IHS Markit US manufacturing purchasing managers’ index fell to 50.1 in June from 50.5 in May and was below 

expectations for a small decline to 50.4, according to preliminary data released Friday. The June reading indicates the 

weakest expansion in factory activity since September 2009, with output rising at the slowest rate since mid-2016 and 

stocks of purchases posting the largest drop in nearly a decade. 

UK 

– The yield on 10-year Gilts fell slightly to 0.8450% at the end of last week from 0.8470% the week before as investors 

remained cautious about the economic outlook and tensions in the Persian Gulf.  

– Consumer price inflation fell back in line with the Bank of England's 2.0% target in May, although an extended decline in 

core inflation could stir some frank discussion amongst members of the Bank's Monetary Policy Committee. One-off 

factors, largely a decline in transit fares after the Easter travel period, accounted for the bulk of the decline in annual CPI 

from 2.1% in April. However, the sharp rise in crude oil prices through late April failed to feed into motor fuel costs, given 

an even greater surge in energy prices in the same period of last year. That base effect in crude oil prices contributed to 

a marked easing in intermediate price pressures. Output PPI declined to 1.8%, the lowest rise since September of 2016, 

while input PPI dropped to an annual rate of 1.3%, the slowest pace since June of 2016. The deceleration of 

intermediate price inflation, suggesting a potential decline in CPI in months to come, creates a dilemma for the Bank of 

England. Governor Mark Carney and Chief Economist Andy Haldane have repeatedly warned the markets to prepare for 

higher official interest rates. 

– The UK consumer appears to be showing signs of caution, as weak retail sales in April and May suggest the sector may 

impact negatively on second quarter gross domestic product. Retail sales volumes fell by a more-than-expected 0.5% in 

May, while April's transactions were revised to show a 0.1% decline, down from the original calculation of no change. 
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Sales must rise by a whopping 3.1% in June for the retail sector to match its performance over the first quarter, a gain 

not achieved in well over three years. Clothing and footwear sales slumped by 4.5% in value terms in May, the sharpest 

fall in more than three years, accounting for the bulk of retail weakness. However, physical retailers' laments of a shift to 

online sales were not necessarily reflected in Thursday's data, with online sales - in value terms - falling by a seasonally-

adjusted 1.5% last month. Retail price pressures remained subdued. The implied deflator edged up to an annual rate of 

0.4% in May, from an Easter-promotion-depressed 0.2% in April. The deflator has hovered below an annual rate of 1.0% 

since last November. The Bank of England's Monetary Policy Committee are likely to have considered survey evidence 

in the retail sector at its deliberations on Wednesday, including the biggest decline in the BRC-KPMG index since 

records began (excluding for Easter variations). With consumer spending beginning the flag, and business investment 

under pressure due to Brexit uncertainty, the Bank may struggle to convince the markets of the need for a medium-term 

rate hike, as suggested by top BoE officials ahead of Wednesday's meeting. 

– The dramatic improvement in the government's finances over the past six years appears to have come to an end at the 

start of 2019/20, according to UK Public Sector Finance data published Friday by the Office for National Statistics. Year-

to-date borrowing has jumped by 17.8% over the first two months of the fiscal year, to Stg10.1 billion, the highest April-

May total since 2017. Corporate tax receipts, sluggish through the latter part of the last fiscal year, fell by 4.9% to 

Stg12.0 billion, the biggest May decline since 2013. However, other tax receipts remain robust, with VAT payments 

increasing by 4.4% over May 2018 and income taxes up by 4.9%.  Fiscal 2018/19 borrowing was revised slightly higher 

to Stg24.0 billion from the previously reported Stg23.5 billion. May borrowing would have increased by Stg10.6 billion 

had student loans been included in the calculations, according to the ONS estimates. Those loans will appear in 

borrowing figures from September. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell further to -0.2850% last Friday from -0.2550% the previous week, as investor 

remained worried about the economy and Middle East tensions 

– European Central Bank President Mario Draghi reiterated Tuesday that the ECB would use additional monetary stimulus 

only "in the absence of improvement" in the Eurozone economy. He stressed that forward guidance remains the ECB's 

primarily policy tool and can be enhanced "by adjusting its bias and its conditionality to account for variations in the 

adjustment path of inflation"; and that the limits of the tools available to the ECB are "specific to the contingencies we 

face." Draghi also insisted the ECB does not target the euro exchange rate, in a response to tweets by U.S. President 

Donald Trump. "We have our remit, we have our mandate. We don't target the exchange rate," Draghi told a forum in 

Sintra, Portugal. Earlier, Trump charged that Draghi had used a speech in which he said the ECB had "considerable 

headroom" for fresh quantitative easing as an attempt to manipulate the value of the euro against the dollar.  "Mario 

Draghi just announced more stimulus could come, which immediately dropped the Euro against the Dollar, making it 

unfairly easier for them to compete against the USA. They have been getting away with this for years, along with China 

and others," Trump wrote. 

– The IHS Markit Eurozone composite purchasing managers’ index rose to 52.1 in June from 51.8 in May, against 

expectations of a stable reading of 51.8, according to preliminary data released Friday. The June reading indicated the 

strongest expansion of the economy since November last year, due largely to a rise services sector activity to a seven-

month high (53.4 vs. 52.9 in May) while manufacturing activity continued to contract at a slightly slower pace (48.8 vs. 

48.7). The rise in overall activity was due in part to an increase in new business, with export orders contracting at their 

slowest pace since January. Job creation increased slightly. Future sentiment deteriorated due to a weaker outlook for 

the economy.  

– The Eurozone trade surplus narrowed to 15.7 billion euros in April this year from EUR 17.1 billion euros in April 2018, as 

imports rose at a faster rate than imports (6.6% vs. 5.2). The region’s trade surplus in the first quarter decreased to 59.6 

billion euros from 63.6 billion euros a year earlier.  

– The Eurozone annual inflation rate decelerated sharply to 1.2% in May 2019 from 1.7% in April, as expected, according 

to final data released Tuesday. The May inflation rate was the lowest since April last year. The core inflation rate 

decelerated to 0.8% from 1.3% in April.  

– The ZEW Institute’s index of analysts’ sentiment on the outlook for the Eurozone economy fell more than expected, to -

20.2 in June from -1.6 in May. The June index was the lowest since January. In contrast, the indicator on sentiment 

about the current economic situation in the Eurozone rose by 3.3 points to -3.7. 

– The Eurozone consumer confidence indicator to -7.2 in June from -6.5 in May, against expectations for stable reading. 

The indicator remained well above its long-term average of -10.7.  
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Japan 

– The yield on 10-year Japanese Government Bonds fell to -0.1560% from -0.1290% a week earlier, as investors sought 

risk-adverse assets on Middle East tensions.  The yield on the 10-year JGBs hit a record low -0.195% on Friday following 

the recent downtrend of global bond yields, before bouncing back on profit-taking. The BOJ unofficially allows the 10-

year bond yield to move in a range of -0.20% to +0.20%, although the BOJ is targeting a level around zero percent. 

– The Bank of Japan left policy unchanged Thursday, seeing Japan's economy continuing to expand moderately despite 

growing downside risks.  The Board voted 7-2 to keep monetary policy unchanged, maintain its yield curve control policy 

and leave asset purchases unchanged. The BOJ also restated the forward guidance for policy rates, saying it will maintain 

its easy policy "at least through the spring of 2020." 

– Despite intensified trade tensions and increasing uncertainties over the global economy, the BOJ maintained its overall 

economic assessment as recent data hadn't altered the baseline outlook, with a "virtuous cycle” of higher incomes leading 

to greater spending. The BOJ maintained the view that the economy is likely to continue to expand despite the impact from 

slowing overseas economies. The market’s focus now shifts to the July 29-30 meeting, when the board releases its 

quarterly Outlook Report, including the medium-term economic growth and inflation forecasts. The BOJ continues to see 

risks from U.S. policies and their impact on global financial markets, the consequence of protectionist moves and their 

effects; developments in emerging and commodity-exporting economies such as China; developments in global adjustment 

in IT-related goods; negotiations on Britain's exit from the European Union and geopolitical risks and their effects and 

geopolitical risks. "Downside risks concerning overseas economies are likely to be significant, and it also is necessary to 

pay close attention to their impact on firms' and households' sentiment in Japan," the BOJ said. 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, 

noting "It was desirable to strengthen monetary easing" amid heightened uncertainties. 

– Japanese exports and imports both fell in May, weighed down by growing uncertainties in the global economic environment 

and sluggish domestic demand, data released Wednesday by the Ministry of Finance showed. 

– Japan's exports dipped further, falling 7.8% year-on-year in May after April's 2.4% decline, marking the sixth straight 

monthly drop. The decline was marginally better than expectations for an 8.1% decrease. Imports fell 1.5% year-on-year 

in May, sharply down from the 6.4% gain reported in April, ending the recovery trend seen in previous months. The market 

had expected a 1.5% increase.  With imports outpacing exports in value terms, May's trade balance showed a deficit of 

Y967.1 billion, far below the Y60.4 billion surplus recorded in April. Exports to China and the European Union slumped 

9.7% and 7.1%, respectively, compared with declines of 6.3% and 2.6% last month. Exports to the U.S. increased 3.3%, 

slower than 9.6% growth reported in April. Imports from China and the U.S. fell 0.9% and 1.6% in May, down from 5.9% 

and 2.3% gains the month before. However, imports from EU continued growing strongly -- up 8.7% in May, after 10.6% 

in April. 

– Japan's core inflation slowed to an annual rate of 0.8% in May from April's 0.9%, with prices for energy and food 

decelerating, data from the Ministry of International Affairs and Communication released Friday showed. Overall CPI rose 

0.7% y/y in May, down from 0.9% y/y the previous month. The underlying inflation rate, measured by the core-core CPI 

(excluding fresh food and energy) eased to 0.5% y/y, lower than the 0.6% y/y reported in April. Energy costs slowed to 

3.7% y/y in May, down from a rise of 4.6% last month. Prices for food ex-perishables accelerated to 1.0% from April's 

0.9%, with prices for household durable goods also accelerating, up 7.8% from 6.2% in April. 

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 
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