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Weekly market watch  
 
As at Friday June 28, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  28,542.62 68.91 10.43% -1.42% 
India  BSE 30 39,394.64 200.15 9.22% 12.44% 
Japan  Nikkei  21,275.92 17.28 6.30% -4.61% 
Singapore  STI  3,321.61 0.21 8.24% 1.62% 
South Korea  KOSPI  2,130.62 5.00 4.39% -8.40% 
Taiwan  WSE 10,730.83 (72.94) 10.32% -0.98% 
Shanghai     COMPOSITE 2,978.88 (23.10) 19.45% 4.62% 
Europe 
France  CAC  5,538.97 10.64 17.09% 4.99% 
Germany  DAX  12,398.80 58.88 17.42% 1.82% 
Italy  FTSE MIB  21,234.79 (153.84) 15.88% -0.92% 
Russia  RTSI  1,380.52 5.50 29.18% 22.70% 
UK FTSE 100  7,425.63 18.13 10.37% -2.49% 
Americas 
Brazil  IBOV  100,967.20 (1,045.44) 14.88% 40.69% 
Mexico  IPC  43,161.17 (365.56) 3.65% -8.23% 
Nasdaq  CCMP  8,006.24 (25.46) 20.66% 6.70% 
US  S&P 500  2,941.76 (8.70) 17.35% 8.30% 
US   DOW  26,599.96 (119.17) 14.03% 9.84% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.8330 0.8450 0.9170 1.2630 
10 Year OAT -0.0050 0.0480 0.2500 0.7060 
10 Year Bund  -0.3270 -0.2850 -0.1610 0.3190 
10 Year Japan -0.1580 -0.1560 -0.0720 0.0360 
10 Year Treasuries  2.0051 2.0540 2.2658 2.8365 

 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 rose on Friday but fell for the week on worries about the global economic outlook. The 
Dow Jones Industrial Average rose 0.28% on Friday but fell 0.45% for the week to close at 26,599.96. The Dow is up 14% 
so far this year.  The S&P 500 index rose 0.58% on Friday but fell 0.29% on the week to 2,941.76. The S&P has risen 17% 
so far this year, its best first-half performance since 1997. The Nasdaq rose 0.48% on Friday but fell 0.32% for the week 
to close at 8,006.24.  

– U.S. President Donald Trump and Chinese President Xi Jinping agreed at their summit meeting at the G20 on Saturday 
to freeze new trade tariffs and resume negotiations to end their trade tensions.  The agreement did not have a time limit. 
Trump had threatened to slap tariffs of up to 25% on the $300 billion of Chinese imports not now subject to tariffs. The 
U.S. Trade Representative finished public hearings last week on the list of products that would be subject to the new 
tariff, which could have gone into effect as early as mid-July. However, 25% tariffs on $250 billion of Chinese imports will 
remain in place for now. In a surprise move, Trump also announced that he had agreed to allow U.S. companies to sell 
come equipment and components to embattled Chinese telecommunications equipment giant Huawei as long as the 
products did not pose national security risks.  The U.S. Commerce Department had placed Huawei on an “entity list” that 
effectively banned sales of U.S. products to the company without prior permission.  Trump said that he would have a 
meeting soon to discuss whether to take Huawei off the entity list but that that issue would likely wait until the end of the 
trade talks. It is unclear when the trade talks will resume.  

– US pharmaceutical firm AbbVie agreed to buy Irish drugmaker Allergan for $63 billion, the latest large merger in the drug 
industry. AbbVie has high hope for Allergan’s best known product, Botox, as it hopes to replace the revenue flow from 
Humira, the world’s best-selling treatment for inflammation, which will face competition from generic products after its 
patent expires.  AbbVie shareholders indicated that did not like the deal, with the company’s stock falling 15%.  

– Logistics giant FedEx warned Tuesday that the trade tension between the U.S. and China would hit its 2020 results. For 
the fiscal year ended May 2019, the company’s earnings exceeded expectations, though it had twice cut its guidance. 
The company had a net loss of $1.97 billion in its fiscal fourth quarter, down from a profit of $1.13 billion in the year-
earlier period. On an adjusted basis, earnings per share were $5.01, better than expectations for $4.85. The company 
predicted a loss in fiscal 2020 in the mid-single digits. The company sued the U.S. Commerce Department on Monday, 
saying the restrictions on trade with China had placed an “unreasonable burden” on it, forcing it to check the destination 
of millions of packages.  

– The Federal Reserve has required Credit Suisse to fix weaknesses in its capital structure before its U.S. arm can remit 
payments to its Swiss parent, the central bank announced Thursday. The Fed said it did not like the way the Swiss bank 
projected its trading losses in the event of a severe economic downturn. All other major U.S,-based banks passed its 
second, qualitative stress test and can proceed with their dividend plans.  

– Test pilots found another potential flaw in the flight controls of the embattled Boeing 737 Max aircraft, further delaying its 
return to service. It is unclear how long the return to service would be delayed, but Southwest Airlines, the largest user of 
the 737 Max with 34 planes, delayed its reintroduction until October 1, a month later that previously planned.  The plane 
has been grounded worldwide since March after it was involved in two deadly crashes within five months.   

– Apple moved final assembly of its high-end Mac Pro computer to China from the US despite the threat of new U.S. tariffs 
on electronic products made in China.  The Mac Pro, introduced last year at a price of nearly $6,000, was the only Apple 
product made in America. Apple refused to confirm the move.  

– Activist investor Dan Loeb announced his opposition to the planned merger of United Technologies and Raytheon. Loeb 
said in a letter to shareholders that his Third Point hedge fund, which bought shares in United Technologies last year, 
would oppose the merger, joining fellow activist investor Bill Ackman, head of the Pershing Square fund.  United 
Technologies and Raytheon announced a $120 billion merger plan last month that would create one of the biggest U.S. 
defense contractors.  U.S. President Trump has also questioned the deal on antitrust grounds.  

– Constellation Brands quarterly earnings beat expectations on strong beer sales, particularly its Corona and Modelo 
brands. For the first quarter ended May 31, net sales rose 2.4% to $2.1 billion, above expectations for $2.07 billion. For 
the full year, the company said it expected earnings of $4.95 to $5.25 per share, down from previous expectations of 
$8.47 to $8.77 due to loss on its investment in cannabis grower Canopy Growth. However, earnings for 2020 will rise to 
$8.65 to $8.95 per share, the company said, raising its previous forecast by 15%,  

– Carl Icahn is seeking to replace four members of Occidental Petroleum’s board of directors, as the activist investor 
pushes ahead with his plan to stop its $55 billion purchase of Anadarko Petroleum. Icahn, has a built up a $1.6 billion 
stake in Occidental, is also suing the company to block the deal, saying it is does not make financial sense. Icahn, now 
Occidental’s largest shareholder, has called for a special shareholder’s meeting for him to present a formal resolution 
opposing the deal.  
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UK

– The FTSE 100 rose 0.31% on Friday, pushing the index up 0.24% on the week to close at 7,425.63 as investors took on 
more risk on hopes for the Trump-Xi meeting and a Federal Reserve rate.  

– The UK’s Brexit plan will remain in limbo for another month as the Conservative Party picks a new leader. Former foreign 
minister Boris Johnson, a staunch proponent of Brexit, is facing off with 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 to pick 
the new leader.  Johnson has been the clear leader, but support appears to soften a bit this week after he said the 
country was ready for a no-deal Brexit and Hunt took a more pragmatic position. But it is uncertain whoever succeeds 
May can do any better than she did 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. This has increased the prospect of a no-
deal Brexit on October 31, the European Union’s deadline for an agreement.  Parliament has voted on several occasions 
against a no-deal Brexit, but it is unclear whether they would do so again. EU leaders have repeated that they have no 
intention of renegotiating the Brexit deal secured by May.  

– The accounting firm looks for investors to take over all or parts of British Steel expects 10 bids to come in before 
Sunday’s deadline for offers, the Financial Times reported.  The companies who examined British Steel and could make 
a bid include: Evraz, a Russian steel and mining company; industrial conglomerate Liberty House; Indian steel company 
JSW; Chinese steelmaker Bauwu and Greybull Capital, which owned British Steel when it fell into insolvency.  British 
Steel, the UK’s second largest steelmaker, went into insolvency in May, raising the prospect of 5,000 job losses at the 
company and more than 20,000 more at suppliers and service firms in the area.  

– Shares in Softbank-based wireless communications company Airtel Africa fell 22% in the company’s London Stock 
Exchange trading debut Friday, valuing the company at about 2.7 billion pounds. Africa’s second largest mobile operator, 
a subsidiary of Indian telecom firm Bharti Airtel, price is offering at 80 pence per share, significantly below previous two 
private funding valuation rates, because of worries about market volatility.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 0.60% on Friday on hopes for the Trump-Xi meeting, but fell 0.07% on the week 
to 1,514.43 on concerns about the economy.  

– The billionaire Danish family that owns a majority stake in toy maker Lego will team up with Blackstone and Canadian 
pension fund CPPIB to buy Merlin Entertainment, which runs Legoland Resorts and Madame Tussaud’s Wax Museums, 
for about 6 billion pounds, one of the largest European buyouts in recent history.  Kirkbi, the investment vehicle for the 
Danish family, already owns 30% of Merlin and 75% of Lego.  The consortium will pay 4.7 billion pounds for Merlin and 
take over 1.2 billion pounds in debt.  

– Clothing retailer Hennes & Mauritz said its summer clothing collection got off to a good start, pushing up its share price 
up almost 14%. H&M expects sales in June to be 12% higher than a year ago, ahead of the 5% rise in its fiscal second 
quarter.   

– Shares in Bayer AG rose 8% on Thursday after it announced that it would consider a settlement to end costly litigation 
over allegations its Roundup weedkiller causes cancer.  The company faces more than 13,000 lawsuits in the U.S. over 
the weedkiller’s effects, with juries having already awarded large sum in three trials since last August, the last of which 
awarded the plaintiffs more than $1 billion in damages. Bayer’s troubles began last year when it bought U.S. chemical 
and seed company Monsanto for $63 billion, with the assets including its pesticides including Roundup.  

– Daimler AG, maker of Mercedes-Benz luxury cars, issued its third profit warning in the last year, blaming the cost of 
European and U.S. investigations of the diesel emissions of its cars. Extra provisions to deal with the emission issues 
caused Daimler to cut its profit forecast to a level equal to last year.  

– French retailer Carrefour announced that it would largely withdraw from the China market due to fierce competition and 
the rise of online shopping.  The company, which has been in China since 1995, agreed to sell 80% of its Chinese 
operations to Chinese electronics retailer Suning.com for 620 million euros.  Carrefour’s Chinese sales fell 5.9% to 4.1 
billion euros last year.   

– Deutsche Bank, Germany’s largest bank, is planning to cut 15,000 to 20,000 members of its workforce as part of its 
turnaround plan, the Financial Times reported Friday.  The plan would cut about half of investment banking jobs and a 
fifth of the bank’s total workforce. The plan was presented to members of the bank’s supervisory board and German 
regulators last week.  Deutsche has struggled through a series of scandals and weak performance over the last several 
years, with its stock price stuck at historical lows.  
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Japan.   

– The Nikkei 225 index fell 0.29% on Friday but rose 0.08% on the week to close at 21,275.92, 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.  

– Mitsubishi Heavy Industries Ltd. agreed to buy Bombardier Inc.’s loss-making regional jet business for $550 million, the 
Canadian company announced Wednesday. Under the deal, Mitsubishi will take over $120 million in Bombardier 
liabilities but receive interest in the estimated $180 billion financial structure the Canadian company set up to support jet 
leasing.  

– Shareholders of Nissan Motor Co. approved on Tuesday the company’s governance reform plan the board introduced to 
prevent further damage to the company’s reputation following the scandals involving former CEO Carlos Ghosn. The 
new rules would create three new committees to supervise company operations.  Renault, Nissan’s largest shareholder, 
which had initially opposed the measures, agreed to support them after Nissan agreed to appoint a Renault 
representative to two of the committees.  

– Nomura Holdings chief executive Koji Nagai suffered a severe loss of support from investors at annual stockholders’ 
meeting, though he kept his job.  Voting figures show that only 61.7% of shareholders supported his reappointment, 
down from 96% support he received in the previous meeting.  Analysts said a support drop of that magnitude would 
normally prompt an executive to resign voluntarily.  Nomura reported its first annual loss in a decade this year and was 
censured by Japanese regulators for allowing market-sensitive information to be leaked by a subsidiary.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index fell 0.60% on Friday and 0.77% on the week to 2.978.88, pushing the index 
back below the psychologically important 3,000 level.  The market remains concerned that weakness in small banks will 
affect the overall financial system.  

– Hong Kong's Hang Seng index fell 0.28% on Friday ahead of the public holiday on Monday during which major public 
demonstrations against a proposed Hong Kong law allowing extradition of criminal suspects to China are planned. But 
the index rose 0.24% on the week to 28,542.62 on hopes that the meeting of U.S. and Chinese presidents will ease trade 
tensions.   

– Taiwan's Taiex fell 0.40% on Friday and 0.68% on the week to 10,730.83 on economic concerns ahead of the Trump-Xi 
meeting.   

– South Korea's Kospi fell 0.17% on Friday but rose 0.24% for the week to close to 2,130.62 on hopes the U.S. and China 
can resolve their trade issues.  Ahead of his visit to Korea to meet President Moon Jae-in starting late Saturday, Trump 
invited North Korean leader Kim Jung Un to meet him at the demilitarized zone (DMZ).  

– The Singapore Straits Times Index fell 0.21% on Friday but rose 0.01% for the week to close at 3,321.61, as investor 
sentiment remained cautious on the economic outlook for the trade-dependent city-state improved.   

Emerging Markets  

– Brazil's Bovespa rose 0.24% on Friday after the special congressional pension coordinator Samuel Moreira said there 
was still time to vote on pension reform in June, even after a committee meeting was canceled on Thursday. But the 
index fell 1.02% on the week to 100,967.20 on concerns about the economic outlook ahead of the G20 meeting.  

– Mexico's IPC fell 0.36% on Friday after the central bank left interest rates unchanged on Thursday, as expected. The 
index also fell 0.84% on the week to 43,161.17 on worries about the economic outlook.    

– India's BSE 30 fell 0.48% on Friday but still rose 0.51% on the week to 39,394.64 on investor caution about the global 
economy ahead of the meeting of U.S. and Chinese presidents and worries about trade tensions between India and the 
U.S.  

– Russia's RSTI fell 0.54% on Friday but still rose 0.40% for the week to close at 1,380.52 on higher oil prices.  

Alternative Assets 

– Oil futures prices fell back Friday after rising on Thursday to their highest level since May 22 on hopes that Trump and Xi 
will be able to reach a trade truce in their meeting Saturday, which would help support oil demand.  August West Texas 
Intermediate (WTI) crude fell 1.6% on Friday to $58.47 per barrel but was up 9.3% in June. The expiring August Brent 
crude contract on London’s ICE Futures Exchange closed the trading period at $66.55 a barrel, unchanged from 
Thursday but up 3.2% on the month. The new September Brent contract fell 1.4% to $64.74. 
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– Gold futures rose on Friday and posted their biggest monthly percentage gain in three years on expectations for rate cuts 
by the Federal Reserve. August gold futures rose 0.1% on Friday and 1.0% for the week to $1,413.70 per troy ounce, 
after having traded as high as $1,418.70 on Tuesday, a near six-year high. The gold price was up 7.7% in June.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell further to 2.0051% on Friday from 2.0540% at the close of the previous 
week, as investors continued to buy bonds because concerns about the global economic outlook.  U.S. Treasury yields 
fell for the third quarter in a row, dropping a full percentage point over that time, the largest such decline since 2011. .  

– Federal Reserve Chair Jay Powell on Tuesday said lower U.S. interest rates may be needed to offset the growing risk 
that trade tensions and global economic uncertainties cause a broader slowdown. He reiterated last week's FOMC policy 
guidance, saying policymakers will "closely monitor the implications of incoming information for the economic outlook and 
will act as appropriate to sustain the expansion." "Many FOMC participants judge that the case for somewhat more 
accommodative policy has strengthened. But we are also mindful that monetary policy should not overreact to any 
individual data point or short-term swing in sentiment," he said in remarks prepared for the Council on Foreign Relations 
in New York. "The question my colleagues and I are grappling with is whether these uncertainties will continue to weigh 
on the outlook and thus call for additional policy accommodation." The baseline outlook "remains favorable" but inflation 
is expected to return to 2% at a slower pace than forecast earlier this year, he said. "The risks to this favorable baseline 
outlook appear to have grown. Just over the past two months, crosscurrents in the economic outlook have reemerged: 
"with apparent progress on trade turning to greater uncertainty and with incoming data raising renewed concerns about 
the strength of the global economy."  Business contacts are reporting rising concerns over trade developments at the 
same time that confidence and investment are falling, he said. 

– First quarter GDP was unrevised at a 3.1% pace of growth, slightly below expectations for a modest upward revision to 
3.2%. The price measures were generally revised higher. Analysts widely expect that after the first quarter acceleration 
from the 2.2% fourth quarter pace, second quarter GDP will slow. The GDP price index was revised up to a 0.9% gain, 
while the core PCE price index was revised up to a 1.2% gain from 1.0% in the advance estimate, both still well below 
their rates in the fourth quarter. The year/year rate for the core PCE measure was revised up to 1.7% from 1.6% in the 
advance estimate. The rate was 1.9% in the fourth quarter. The key upward adjustment was to nonresidential fixed 
investment, particularly structures and intellectual property. There were also upward revisions to residential fixed 
investment and government spending, which posted the largest gain since the first quarter of 2016. PCE growth was 
revised down to provide some offset. The annual retail sales revisions released on Tuesday, including a large one to 
January sales, had suggested an upward adjustment to first quarter PCE was possible, but a large downward adjustment 
to services spending offset an upward revision to goods spending. Inventories growth was revised modestly lower, while 
the net export gap was little changed.  Final sales to domestic purchasers was revised up very slightly to a 1.6% pace 
from 1.5% in the second estimate, but was still down from 2.1% in the fourth quarter, suggesting that underlying growth 
has softened. When only the inventory component is excluded, real final sales of domestic product were revised up to a 
2.6% gain from the 2.5% second estimate, owing mostly to the upward adjustment to nonresidential fixed investment. 

– May durable goods orders data fell more than expected in May, with aircraft orders off sharply for the second straight 
month. The headline fell by 1.3%, compared with a 0.3% decline expected by a Bloomberg median and the 1.0% decline 
expected. This follows a downward revision to the previous month's orders data, suggesting weakness for second 
quarter fixed investment. However, excluding transportation, new orders were up 0.3% in the month, above the 0.1% 
gain expected and the first increase since January. There were gains in primary metals, machinery, computers and 
electronics products, and the miscellaneous category that offset declines in fabricated metals and electrical equipment. 
The durable goods orders decline was largely due to a 4.6% decrease in transportation orders, particularly a 28.2% drop 
in nondefense aircraft orders. There were no gross Boeing orders in the month and negative net orders, foreshadowing 
the decline in the government data. Durables shipments rose by 0.4% and inventories rose by 0.5%, but unfilled orders 
fell by 0.5%, the largest drop in nearly three years. Nondefense capital goods new orders were down 2.3% in May, but 
were up 0.4% excluding aircraft. Nondefense capital goods shipments were up 0.5% in the month, while shipments ex. 
aircraft were up 0.7%. 

– The MNI Chicago Business Barometer decreased by 4.5 points to 49.7 in June from 54.2 in May, marking the first sub-50 
reading since January 2017. As anticipated, business confidence dipped significantly in Q2, with the Barometer 
averaging 52.2, down 13% on the previous quarter and almost 16% lower than the Q2 2018 reading. Four of the five 
components declined during the month, with only Employment posting an increase. Demand eased for a fourth month 
this year, helping push the indicator into the contraction territory for the first time since January 2017. Amid weak 
demand, firms also slowed production levels. The Production indicator fell 15.5% on the quarter to hit a three-year low. 
Order Backlogs remained in contraction for the second consecutive month. It was the only indicator that fell below 50 on 
the quarter as well. Prices at the factory gate picked up for the second consecutive month. There was anecdotal 
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evidence of tariffs leading to higher prices, with some firms looking for cheaper alternate sources, both domestically and 
internationally. 

– New single-family home sales fell by 7.8% to a 626,000 annual rate in May, a second straight decline, led by sharp sales 
decreases in the Northeast and West regions, data released by the Commerce Department Tuesday showed. The new 
home sales pace was well below the 682,000 rate expected and followed mixed revisions to the previous two months. As 
a result, market participants are likely to see the May decline as further sign that the housing market is slowing, even as 
mortgage rates have remained historically low. The unadjusted sales pace was 3.2% below its year ago level. New 
homes sales in April were revised up slightly to a 679,000 pace from the 673,000 previously announced rate. The March 
pace was revised down to 705,000 from 723,000. The average April-May sales pace, at 653,000, was below the first 
quarter average of 672,000 after the revisions are included. When broken down regionally, the drop in May headline 
sales was due to declines in the Northeast (-17.6%) and West (-35.9%) regions, only partly offset by gains in the Midwest 
(+6.3%) and South (+4.9%) regions.  The supply of new homes for sale rose by 0.3% in the month to a level of 333,000. 
The current level of supply is 10.3% higher than a year earlier, suggesting that supply is more than outpacing demand. 
Based on the movements in sales and supply in May, the months' supply surged to 6.4 months from the April months' 
supply of 5.9 months. The May months' supply was up sharply from the 5.6 months level a year ago. Supply of new 
homes remains fairly high relative to sales, as opposed to the very tight supply of existing homes available for sale. The 
median sales price fell by 8.1% to $308,000 from $335,100 in April. The median price stands 2.7% below the $316,700 
level in May 2018, as sales have slipped and supply has moved higher. 

UK 

– The yield on 10-year Gilts fell to 0.8330% at the end of last week from 0.8450% the week before as investors remained 
cautious about the economic outlook ahead of the Trump-Xi meeting.  

– Bank of England Governor Mark Carney said investors were placing growing more weight on the possibility of a no-deal 
Brexit and that there was a "natural tension" between this and Monetary Policy Committee's projections which assume a 
negotiated exit by the UK from the EU, he said in testimony to the Treasury Select Committee on the BOE's May Inflation 
Report. Markets are currently not pricing in any rate hikes through 2020 while MPC guidance is for limited and gradual 
hikes, and Carney and colleagues spelled out the differences in market and BOE assumptions. "Market expectations of 
no deal have gone up in recent months," Carney said, calling the increase "notable." He highlighted how Brexit 
uncertainty is hitting business confidence and activity. "The degree of uncertainty is as high as before the March 29 
deadline (the previous Brexit deadline)," Carney said. "This uncertainty effect that has been weighing on business is 
continuing to operate," he added. Carney stressed that the continuing uncertainty over Brexit encourages business 
managers to wait and see what emerges. "Rolling short term uncertainty is particularly damaging for business activity 
and confidence," Carney said. He added that a no-deal Brexit was what businesses fear the most, saying he believed the 
MPC was more likely to deliver stimulus than tighten in the event of a no deal. 

– GDP growth was confirmed at a perky 0.5% pace over the opening months of 2019, and comes ahead of a widely-
predicted slowdown in the current quarter. The following are the key points from UK National Accounts data published 
Friday by the Office for National Statistics. Stockpiling ahead of the original late-March Brexit date lifted gross domestic 
product by 0.5% in the first quarter, with a downwardly-revised 1.9% gain in manufacturing adding 0.19 percentage 
points to growth. However, a 10.8% surge in imports, also linked to Brexit, led to a more than doubling of the trade 
deficit, subtracting a record-high 2.99 percentage points from growth. The sharp deterioration in net trade fueled a surge 
in the current account deficit, to Stg30.045 billion, or 5.6% of GDP, the fifth-largest percentage ratio on record. Steady 
growth in the service sector (revised up to 0.4% q/q from the initially-reported 0.3%) masked a continual contraction in 
financial services, which slumped by 1.0% in the first quarter. Financial services have not recorded an increase in eight 
quarters, the longest calendar stretch on record, for a cumulative decline of 4.6% since Q1 2017. The sector contracted 
by 11.0% during the financial crisis, bottoming out in Q4 2010. Business investment expanded after four quarters of 
decline, but growth was revised downward to 0.4% q/q from the originally-reported 0.5% gain. The relatively robust Q1 
expansion could represent a high water mark for growth, as GDP contracted by 0.4% in April. The Bank of England is 
expecting no growth in Q2, following a downward revision from their original forecast for a 0.2% expansion. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell further to -0.3270% last Friday from -0.2850% the previous week, as 
investors moved money into risk-averse assets due to worries about the economy. 

– Europe should maintain a neutral fiscal stance for 2020, a European Commission advisory body has recommended, 
though seven countries have space to increase investment and enhance their growth potential. Germany, Greece, 
Cyprus, Luxembourg, Malta, the Netherlands and Austria should all take advantage of very low interest rates to help 
mitigate the effects of the current low growth environment, with some positive spillover effects for neighboring economies 
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possible, the European Fiscal Board (EFB) said. The EFB provided its advice for 2020 on the basis that the euro area 
economy has weakened since 2018. However, "the central scenario for 2020 is that the economy will strengthen again" 
and therefore "the euro area as a whole does not need any discretionary support from fiscal policy in 2020. The ongoing 
slowdown has been concentrated in the manufacturing sector, which is capital intensive, and therefore has had a limited 
impact on the labor market: net job creation is projected to continue both this year and in 2020, albeit at a slower pace, 
thanks to a continuing expansion in the services sector." 

– The Eurozone economic sentiment indicator fell to 103.3 in June 2019 from105.2 in May, with the decline larger than 
expectations for a drop to104.6. The June reading was the lowest since August 2016, as sentiment among 
manufacturers fell 2.7 points to -5.6, the largest drop in nearly eight years. Confidence also fell among service providers 
(11.0 in June vs. 12.1 in May) and consumers (-7.2 vs. -6.5), but improved among retailers (0.1 vs. -0.9) and construction 
firms (7.7 vs. 4.1). The largest declines in confidence were seen in Germany and Italy, followed by France, the 
Netherlands and Spain. 

– The annual Eurozone inflation rate was unchanged at 1.2% in June, in line with expectations, according to preliminary 
data released Friday. It was lowest inflation rate since April last year, due to lower energy. 

Japan 

– The yield on 10-year Japanese Government Bonds fell to -0.1580% from -0.1560% a week earlier, as investors sought 
risk-adverse assets on Middle East tensions.  The BOJ 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. 

– Many Bank of Japan board members agreed that the bank will patiently maintain its current easy policy as uncertainties 
over the outlook are high and it will still take time to achieve the 2% price target, the minutes of the April 24-25 policy-
setting meeting released Tuesday showed. Some members emphasized the need to make forward guidance on rates 
clearer to strengthen public confidence in its policy. Many members of the Board didn't see the need for additional policy 
action yet, although one dissenter saw the need for immediate additional easing. The BOJ kept monetary policy 
unchanged in April, as Japan's economy was still seen expanding moderately, despite persisting downside risks to both 
activity and prices. But the BOJ clarified its forward guidance for policy rates, saying, "the BOJ intends to maintain the 
current extremely low levels of short- and long-term interest rates for an extended period of time, at least through around 
spring 2020, taking into account uncertainties regarding economic activity and prices including developments in overseas 
economies and the effects of the scheduled consumption tax hike." 

– Bank of Japan Deputy Governor Masazumi Wakatabe warned Thursday the consumption tax hike planned in October 
may push economic activity and prices lower. Speaking to business leaders in Aomori City, northern Japan, Wakatabe 
also noted that further attention must be paid to the "downside risks to the main scenario". The BOJ still had ammunition, 
citing QQE, a negative interest rate policy, and forward guidance as future policy tools that the BOJ will take. However, 
he doesn't see any imminent additional easing, saying, "It is appropriate to maintain the current policy framework in 
which it clearly commits to the price stability target of 2% and pursue the monetary easing to achieve the target." After 
the speech, Wakatabe told reporters that the BOJ has vowed to conduct additional easy policy if the momentum toward 
achieving the 2% price target is lost, although he sees no need to change the forward guidance for policy rates now. "We 
continue to examine the degree of downside risks to economic activities and prices at every monetary policy meeting and 
will act if needed without hesitation as downside risks are large," he said. 

– Japan's industrial production increased for a second straight month in May, up 2.3% vs. the previous month, the Ministry 
of Economy, Trade and Industry (METI) data released Friday showed. The result outpaced both the expectation for a 
0.3% m/m increase and the 0.6% gain in April. Shipments rose 1.6% m/m in May, following the 1.7% gain in April. 
Growth in output was led by a rise in the automotive industry, along with the electric and communication machinery 
industries.Industrial production may fall 1.2% month-on-month in June (revised up from -4.2% in the previous forecast), 
and rise 0.3% m/m in July, METI predicted, based on its survey results. 

– Japan's retail sales picked up in May, with sales volume higher in every industry, data from the Ministry of Economy, 
Trade and Industry (METI) showed Thursday. Retail sales rose 1.2% year-on-year in May, faster than the 0.5% y/y 
growth in April and in line with expectations. The growth in May was a peak so far this year and the 19th straight monthly 
rise. General merchandise sales rose 1.4 percentage points faster than in the previous month. Sales for machinery and 
equipment rose 5.6% y/y, up from 2.1% y/y reported in April. Fuel sales grew for a third month, though the 0.6% y/y 
growth is slower than the 3.3% y/y gain in April. Sales of food and beverages continued to rise, up 1.2% y/y after last 
month's 1.5% y/y. Sales for medicine and toiletry stores extended the strong growth seen last month, up 4.8% y/y in May 
from previous month’s 5.8% y/y gain. Retail sales increased 0.3% m/m in May, up from last month's 0.1% m/m drop, 
marking the second fastest growth this year. 

– Tokyo's annual consumer inflation rate, a leading indicator for the national average, slowed to 0.9% y/y in June on the 
back of lower energy costs, according to data released Friday by the Ministry of Internal Affairs and Communications. 
Tokyo's core consumer price index (excluding fresh food) rose 0.9% year-on-year in June, slower than the 1.0% growth 
expectation and 1.1% y/y increase reported last month. It was the 26th straight monthly y/y rise since the 0.1% gain seen 
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in May 2017. Core-core CPI (excluding fresh food and energy) -- a key indicator of the underlying trend of inflation -- rose 
0.8% on year in June in Tokyo, a rate unchanged from last month. Energy costs decelerated to 3.5% in June from 5.7% 
last month, contributing 0.18 percentage point to the total Tokyo CPI, lower from the previous 0.30pp. Household durable 
goods prices slid to 7.9% y/y from 13.9% y/y reported in May. Processed food prices rose 1.2% y/y in June, the same as 
May. Portable communication devices price slip further to -5.8% from -4.3% seen last month. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 


