
 

 

 Weekly market watch 1 

 

 

Weekly market watch  
 
As at Friday July 5, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
 Hong Kong  HSI  28,774.83 153.41 11.33% 1.62% 
India  BSE 30 39,513.39 118.75 9.55% 10.81% 
Japan  Nikkei  21,746.38 470.46 8.65% -0.19% 
Singapore  STI  3,366.81 45.20 9.71% 5.48% 
South Korea  KOSPI  2,110.59 (20.03) 3.41% -7.14% 
Taiwan  WSE 10,785.73 54.90 10.88% 1.67% 
Shanghai     COMPOSITE 3,011.06 32.18 20.74% 9.60% 
Europe 
France  CAC  5,593.72 54.75 18.24% 4.05% 
Germany  DAX  12,568.53 169.73 19.03% 0.58% 
Italy  FTSE MIB  21,985.79 751.00 19.98% 0.27% 
Russia  RTSI  1,398.75 18.23 30.88% 19.20% 
UK FTSE 100  7,553.14 127.51 12.26% -0.85% 
Americas 
Brazil  IBOV  104,089.50 3,122.30 18.44% 38.77% 
Mexico  IPC  43,405.32 244.15 4.24% -11.38% 
Nasdaq  CCMP  8,161.79 194.03 23.01% 6.16% 
US  S&P 500  2,990.41 65.49 19.29% 10.22% 
US   DOW  26,922.12 395.54 15.41% 10.08% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.7380 0.8330 0.8630 1.2580 
10 Year OAT -0.0840 -0.0050 0.1530 0.6440 
10 Year Bund  -0.3630 -0.3270 -0.2260 0.2990 
10 Year Japan -0.1550 -0.1580 -0.1230 0.0380 
10 Year Treasuries  2.0338 2.0051 2.1348 2.8291 

 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 1.00 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 posted modest declines on Friday after stronger-than-expected U.S. employment data 
suggested that the Federal Reserve would not need to raise interest rates this month as the market had hoped. But all 
three indexes rose in the holiday shortened week after the U.S. and China agreed to a ceasefire in their trade tensions, 
with all three posting all-time highs on Wednesday. The Dow Jones Industrial Average fell 0.16% on Friday but rose 
1.21% for the week to close at 26,922.12. The S&P 500 index fell 0.18% on Friday but rose 1.65% on the week to 
2,990.41. The Nasdaq fell 0.10% on Friday but rose 1.94% for the week to close at 8,161.79.   

– Negotiations between the United States and China to end their trade tensions are expected to start this week, though it 
remains unclear how long it will take the two sides to reach agreement, if they can do so at all. China insisted that all 
tariffs implemented during the trade tensions be removed as part of a deal, while the U.S. President Donald Trump said 
previously it wanted to keep some tariffs in place for a period of time to ensure that China complied with the terms of the 
deal.  The China also said that they would not enter into talks until the U.S. fulfilled its promise to ease the current ban on 
US companies selling equipment and components to Chinese telecommunications giant Huawei.  But it remains unclear 
exactly what U.S. President Donald Trump promised Chinese President Xi Jinping on Huawei as part of their trade truce 
agreed at the G20 on June 29. Trump economic advisor Larry Kudlow said that the easing of restrictions on Huawei is 
“not a general amnesty,” but would only apply to select products that did not have national security implications.  Huawei 
will remain on the U.S. Commerce Department’s “entity list” that effectively bans sales of U.S. products to the company 
without the government’s prior permission, Kudlow said. A senior Commerce Department official told employees that 
they should continue to treat requests to sell to Huawei with a “presumption of denial,” Reuters reported. In the 
meantime, U.S. tariffs of 25% on $250 billion of Chinese imports will remain in place, with the increase in tariffs to 25% 
from 10% on $200 billion on May 10 just starting to filter through to the Chinese domestic economy.   

– The office of the U.S. Trade Representative has proposed tariffs on another 89 imports from the European Union, 
including Irish and Scotch whisky, that could be impose in retaliation for a World Trade Organization finding that the EU 
unfairly subsidized aircraft manufacturer Airbus.  The new items are in addition to a list of products worth another $21 
billion that could be sanctioned.  Whether the U.S. can impose these tariffs, and their size, will be determined by a World 
Trade Organization panel in coming months.  The EU has threatened to retaliate.  An EU complaint that the U.S. unfairly 
subsidies Boeing is due to be heard this summer.    

– Embattled aircraft manufacturer Boeing announced Wednesday that it was pledging $100 million to help the families and 
communities of the 346 people who died in two crashes of its 737 Max aircraft in the last year.  Boeing faces a number of 
lawsuits from families of those killed in the two crashes. The European Aviation Safety Agency has presented the 
company will a list of issues that must be resolved before it permits the plane to resume flying, including a new software 
flaw revealed in simulator testing of new flight control software.  

– Broadcom is near a deal for more than $15 billion to buy cybersecurity firm Symantec, as the semiconductor 
manufacturer seeks to increase its presence in software development. A deal could be reached this week, though it is 
still possible the talks could collapse.  A deal would be Broadcom’s second major software acquisition after it paid $18.9 
billion last year to buy mainframe software maker CA Technologies. CEO Hock Tan shifted his strategy to acquiring 
software firms after his attempt to buy rival semiconductor maker Qualcomm for $142 billion was blocked by the U.S. 
government. Symantec’s stock rose on the news, while Broadcom’s fell on concerns about the company’s acquisition 
strategy.  

– Canada’s Brookfield Asset Management and Singapore sovereign wealth fund GIC will buy U.S. freight railroad operator 
Genesee & Wyoming for $6.4 billion in cash, the companies announced Monday. The deal is worth $8.4 billion including 
the assumption of debt, the companies said. Genesee & Wyoming owns 120 short-haul railroad lines, mostly in North 
America but also in Europe and Australia.  Its revenues have increased from $77.8 million when it listed in 1996 to $2.3 
billion last year.  

– Chip maker Applied Materials will buy Japanese rival Kokusai Ltd for $2.2 billion from private equity firm KKR, the 
companies announced Monday.  Applied Materials is betting on a rise in demand for memory chips for data centers, 5G 
smartphones and artificial intelligence powered devices.  The move comes amid a glut of memory chips because of a 
sharp slowdown in demand for new smartphones.  Applied Materials said the deal does not need U.S. regulatory 
approval, though the government did block its planned $10 billion acquisition of Tokyo Electron Ltd in 2015. However, in 
the midst of the trade tensions with the U.S., the deal could be scrutinized by Chinese authorities, who blocked 
Qualcomm’s $44 billion bid to buy Dutch chipmaker NXP last year.  

– In an effort to save its proposed $26 billion merger with Sprint, T-Mobile has reached an agreement in principle with Dish 
to create a fourth wireless phone network in the U.S., a minimum requirement for the U.S. Department of Justice (DoJ) to 
approve the combination of the nation’s third and fourth largest wireless providers after Verizon and ATT.  Dish already 
owns wireless spectrum in the U.S. making it one of the few companies that can help create a fourth wireless operator. 
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However, even if the DoJ approves the merger, it could still be blocked by a joint lawsuit from more than a dozen states, 
who claim that the merger would result in higher mobile phone costs.  

– Electric carmaker Tesla delivered a record number of new cars in the second quarter, exceeding analysts’ expectations 
and supporting the company’s’ contention that its weak first quarter was due to transition issues and not to weak demand 
for its cars, as critics had claimed.  The company delivered 77,550 of its Model 3 cars in the second quarter, above 
expectations for 73,144.  It also said orders in the second quarter exceeded deliveries, suggesting continued strong 
output in the third quarter. Overall deliveries of Tesla models rose 51% from the first quarter to 95,200 vehicles, against 
expectations for 89,044. The company did not release profit figures but its stock price rose sharply on the news of its 
strong second quarter deliveries.  

UK

– The FTSE 100 fell 0.66% on Friday but rose 1.72% on the week to close at 7,553.14, as investors took on more risk after 
the U.S. and China agreed to a trade ceasefire.   

– Leading members of the Conservative Party are starting preparations for a general election in October if the new prime 
minister is unable to negotiate a better Brexit deal with the European Union and the Parliament blocks the UK’s exit from 
the EU without a deal, the Financial Times reported.  Such a scenario would require the new prime minister to seek a 
broader mandate from voters, these party members said.  Former foreign minister Boris Johnson, a staunch proponent of 
Brexit, remains the favorite to be prime minister. He is facing off with current foreign secretary Jeremy Hunt in the final 
vote of the party’s 160,000 members this month to pick the new leader.  It remains uncertain that whoever succeeds 
former Prime Minister Theresa 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 Johnson and Hunt have said they 
would proceed with a no-deal Brexit on October 31, the European Union’s deadline for an agreement, if a better deal 
cannot be reached, though Hunt said he would do so only reluctantly.  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.  

– Jaguar Land Rover announced Friday that it would invest 1 billion pounds to build electric vehicles in the UK, saving 
thousands of jobs and giving the embattled UK auto industry hope.  JLR already has moved to a four-day work week 
because of weak demand for its diesel-powered vehicles and plans to cut 4,500 jobs because of the financial loss posted 
last year. The UK car industry has taken a series of blows in the last year, with both Honda and Ford planning to close 
production plants next year and investment in new projects falling sharply.  

– UK Business Secretary Greg Clark has stepped up his efforts to save British Steel, flying to both China and India recently 
to talk to potential buyers. Clark met with JSW, one of India’s largest steel manufacturers, after a trip to China, where 
steelmaker Baowu is said to be interested, the Financial Times reported.  Clark is trying to save 5,000 jobs at the UK’s 
second largest steelmaker and 20,000 jobs in related services. The firm fell into insolvency after the request by owner 
Greybull Capital for a second government bailout was rejected.  The government’s insolvency agency has said it has 
received multiple bids to buy the complete company as well as parts of it.  

– The UK Competition and Markets Authority on Friday orders Amazon and Deliveroo to halt any efforts to integrate.  The 
CMA said it has “reasonable grounds for suspecting” that the two companies had effectively merged operations or were 
in the process of doing so.  Amazon led a $575 million funding round for Deliveroo in May after shutting down its own 
struggling food delivery service last year. Amazon’s investment raised speculation that it would soon merge with 
Deliveroo.  

– London’s transportation authority on Thursday gave Indian ride-hailing app Ola permission to offer its services in the 
nation’s capital, in a major competitive challenge to Uber.  Ola, like Uber, counts Japan’s SoftBank as one of its biggest 
investors.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 fell 0.69% on Friday but rose 1.42% on the week to 1,536.01 after the U.S.-China 
trade ceasefire.  

– After three days of tense negotiations, European Union leaders agreed a deal on Tuesday to fill its top political jobs.  
Current International Monetary Fund Managing Director Christine Lagarde will become president of the European Central 
Bank, while German Defense Minister Ursula van der Leyen will become president of the European Commission.  The 
European Parliament must approve both nominations. If approved, Lagarde would replace current ECB President Mario 
Draghi, whose term ends October 31. However, there is some opposition in the European Parliament to van der Leyen’s 
nomination, as she is not seen in some quarters as a strong-enough candidate.  

– Belgium-based international brewer Anheuser-Busch InBev will seek to raise as much as $9.8 billion from listing a 
minority stake in its Asian business in Hong Kong this year. The company will use the proceeds to pay down its large 
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debt and give it leeway for acquisitions in Asia, chief executive Carlos Brito said. The AB InBev offering would make it 
one of the largest IPOs this year, second only to the expected $20 billion secondary offering in Hong Kong from Chinese 
e-commerce giant Alibaba later this year.  

– The board of Deutsche Bank is set to approve a massive restructuring plan that would cut 20,000 jobs and dispose of up 
to 50 billion euros in assets, the Financial Times reported.  The plan could cost $5-6 billion and push the company into 
an overall loss for the year. Analysts had expected the company to earn a small profit this year after having posted 
losses in three of the past four years. The restructuring would radically shrink its unprofitable investment banking division 
and is likely affect other divisions, as well.  Investment bank head Garth Ritchie quit the bank on Friday.  The expected 
job cuts would be the most for a bank since 26,000 lost their jobs when Lehman Brothers collapsed in 2008.  The board 
could meet as soon as Sunday to approve the plan, with job cut announcements coming as early as Monday.  Deutsche 
has held talks with Citigroup, BNP Paribas and others to sell parts of its well-regarded equities business as part of the 
turnaround plan, the Wall Street Journal reported.   

– U.S. private equity firms Carlyle and Bain Capital are near a deal to buy German lighting company Osram for about $3.8 
billion, the Financial Times reported.  The deal could close as early as next week if approved by Osram’s board.  
Osram’s share price rose 11% on news of the potential buyout, after having fallen 23% over the last year on a series of 
profit warnings. Osram was spun off from Siemens six years ago.   

Japan.   

– The Nikkei 225 index rose 0.20% on Friday and 2.21% on the week to close at 21,746.38, joining other major global 
stock indices in advancing on hopes for a near-term resolution of U.S.-China trade tensions after the ceasefire 
announced at the G20.   

– Japan on Thursday tightened controls on exports to South Korea of three materials needed to produce semiconductors 
and other devices, as its long-running dispute with Seoul over forced labor during Japan’s occupation of the Korean 
peninsula last century continued to heat up.  Samsung, SK Hynix and other South Korean chipmakers rely on Japan for 
most of their supplies of these materials and have only about one month’s supply on hand.  Japan’s move came after 
Seoul’s decision to let South Korean courts seize assets of Japanese companies to compensate individuals who claimed 
to have been forced to work for Japanese companies during World War II, after the country’s supreme court ruled that a 
1965 treaty in which Japan paid compensation to South Korea did not cover claims by individuals. Japan has demanded 
arbitration as stipulated by the treaty, but Seoul has so far refused to appoint an arbiter.  Japanese Prime Minister Shinzo 
Abe and South Korean President Moon Jae-in did not hold a bilateral meeting during the G-20 summit in Osaka on June 
28-29.  

– Sumitomo Life Insurance Co. said Monday it had acquired a stake of about 25% in Singapore Life Pte Ltd for $90 million.  
Sumitomo hopes to capitalize on rapid growth in the largest life insurance market in Southeast Asia, with a growing 
number of mainland Chinese buying policies there.  Sumitomo also wants to take advantage of Singapore Life’s 
advanced cost-cutting technology.  

– Advertising giant Dentsu Inc. announced Thursday that it had agreed to buy a Vietnamese digital ad company and a New 
Zealand digital technology consulting firm. Dentsu agreed to acquire 100% of Ho Chi Minh City based Ambient Digital 
Advertising Service Co., located in one of the fastest growing economies in Southeast Asia.  Dentsu also acquired a 
100% stake in Davanti Consulting Ltd of Auckland.  The prices of the two acquisitions were not disclosed.  

– Japan resumed commercial whaling on Monday for the first time in 31 years. The Japanese Fishery Agency said it would 
allow up to 383 whales to be caught per year, based on a formula from the International Whaling Commission that would 
prevent the decline in the global whale population.  Japan withdrew from the IWC in December.  The IWC banned 
commercial whaling in 1982 due to a decline in the global whale population caused by overhunting. Japan stopped 
commercial whaling in 1988 but continued to catch whales for research purposes.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index rose 0.19% on Friday and 1.08% on the week to 3,011.06, pushing the 
index back below the psychologically important 3,000 level, after the U.S.-China trade ceasefire and easing of sanctions 
on Huawei announced on June 29.  

– Hong Kong's Hang Seng index fell 0.07% on Friday after public demonstrations against a proposed Hong Kong law 
allowing extradition of criminal suspects to China turned violent and the government’s Legislative Council chambers were 
vandalized. But the index rose 0.81% on the week to 28,774.83 following the trade truce agreed by the U.S. and Chinese 
presidents.  

– Taiwan's Taiex rose 0.09% on Friday and 0.51% on the week to 10,785.73/10,730.83 on improved sentiment after the 
Trump-Xi trade truce.   
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– South Korea's Kospi rose 0.09% on Friday but fell 0.94% for the week to close to 2,110.59 on the country’s rising trade 
tensions with Japan. Samsung estimated Friday that it second quarter profits would fall by half due to the impact of U.S.-
China trade tensions and the impact of Japanese export restrictions on vital materials for producing semiconductors.  

– The Singapore Straits Times Index fell 0.16% on Friday but rose 1.36% for the week to close at 3,366.81, as investor 
sentiment on the economic outlook improved after the U.S.-China trade truce.    

Emerging Markets  

– Brazil's Bovespa rose 0.44% on Friday and 3.09% on the week to 104,089.47 on the prospects for a brighter economic 
outlook due to a reduction in U.S.-China trade tensions.  

– Mexico's IPC fell 0.13% on Friday but rose 0.57% on the week to 43,405.32, cheered by the U.S.-China trade ceasefire.     
– India's BSE 30 fell 0.99% on Friday but still rose 0.30% on the week to 39,513.39 after the government of Prime Minister 

Narendra Modi unveiled its 2019/2020 budget that would seek to grow the Indian economy to $5 trillion in 2024/2025 
from $2.7 trillion today through higher investment, savings and stronger exports.  

– Russia's RSTI fell 0.91% on Friday but still rose 1.32% for the week to close at 1,398.75 as Russia joined OPEC is 
agreeing to extend their oil production cuts.  

Alternative Assets 

– Oil futures prices rose Friday, as the dollar rose in response to stronger U.S. jobs data and Middle East tensions 
increased after the UK seized an oil tanker for violating sanctions against Iran but posted the first decline in three weeks 
after an OPEC+ agreement to extend their production cuts until March next year failed to support the market.  August 
West Texas Intermediate (WTI) crude rose 0.3% on Friday to $57.51 per barrel but was down 1.6% on the week. The 
September Brent crude contract on London’s ICE Futures Exchange closed the trading period at $64.23 a barrel, up 
1.5% on the day but down 0.8% on the week.  

– Gold futures fell Friday after the strong U.S. jobs report cut expectations for a near-term interest rate cut and pushed up 
the value of the U.S. dollar. August gold futures fell 1.5% on Friday, pushing the price down 1.0% for the week to 
$1,400.10 per troy ounce. Gold closed at $1,420.90 on Wednesday, the highest level since May 2013, ahead of the U.S. 
holiday on Thursday.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 2.0338% on Friday from 2.0051% at the close of the previous week, 
with the yield posting its largest one-day gain since January on Friday after the release of stronger-than-expected U.S. 
employment data.  

– The Federal Reserve's semi-annual policy report to Congress released Friday repeated its pledge to "act as appropriate 
to sustain the expansion" in light of growing uncertainties to the outlook and inflation below target. Business contacts 
reported heightened concerns over trade developments while inflation pressures remained muted, the Fed said. Despite 
a pick-up in inflation in April and May, price growth is below the Fed's 2% target. Meanwhile, the labor market is expected 
to strengthen further this year though at a slower pace compared to past years, while overall GDP growth showed signs 
of cooling off in the second quarter. Fed Chair Jay Powell will deliver testimony based on this report Wednesday and 
Thursday, answering questions from lawmakers on both days. 

– Federal Reserve Bank of Cleveland Loretta Mester said Tuesday she needs to see a further deterioration in data before 
considering lowering interest rates, warning that "cutting rates at this juncture could reinforce negative sentiment about 
deterioration in the outlook even if this is not the baseline view." Her baseline outlook remains positive, but "a few weak 
job reports, further declines in manufacturing activity, indicators pointing to weaker business investment and 
consumption, and declines in readings of longer-term inflation expectation" would convince her that the base case is 
shifting to a weak growth scenario, Mester said. That would warrant lower rates to sustain the expansion, she said in 
remarks prepared for the European Economics and Financial Centre in London. 

– Payrolls growth was stronger than expected in June, rising by 224,000, following a small net downward revision to the 
previous two months. June payrolls data were stronger than the 160,000-gain expected. This followed a net downward 
revision of 11,000 to the prior two months.  The unemployment rate ticked up to 3.7% in June from 3.6% in May as the 
labor force participation rate rose by 0.1 to 62.9%. The size of the labor force surged by 335,000. Before rounding, the 
unemployment rate rose only modestly, just enough to reach the 3.7% posted rate. Hourly earnings growth was softer 
than expected, rising by 0.2% after an upward revised 0.3% gain in the previous month. The year/year rate stayed at 
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3.1%.  Average hours worked held steady at 34.4 hours in June. Private payrolls rose by 191,000 in June, compared with 
a 150,000 increase expected. There were strong gains across a number of categories, especially healthcare, business 
services, construction, and manufacturing. The retail sector posted a fifth straight payrolls decline. 

– The US Manufacturing PMI eased for the third consecutive month in June to 51.7 from 52.1 in May, the weakest level 
since Oct 2016. The cooling of orders primarily led the PMI fall, accompanied with smaller declines in Inventories and 
Supplier Deliveries. Although the latest PMI beat market expectations, sluggishness in the manufacturing sector 
continued into Q2, following an already depressed Q1. The PMI data averaged 52.2 in Q2, the lowest level since Q3 
2016 and down 5.7% on the quarter. The decline in business confidence on the quarter was led by all five components, 
with New Orders registering the biggest fall. Inflation also saw a slowdown, as indicated by the Prices Paid component 
which was down almost 36% on the year. 

– The international trade gap widened to $55.5 billion in May from a revised $51.2 billion gap in April, according to data 
released by the Commerce Department Wednesday. The trade shortfall in May was larger than the $54.0 billion gap 
expected.  The unadjusted gap with China widened to $30.2 billion in May from $26.9 billion in April. There was a wider 
gap after seasonal adjustment as well. For the other major trading partners, there were larger gaps with Canada and 
Mexico, but smaller gaps with the EU and Japan.  The gap in goods trade was revised wider to $75.0 billion from the 
advance reading of $74.6 billion. Imports increased on industrial goods, capital goods, autos, and consumer goods. 
Exports rose on capital goods, autos, and consumer goods.  

– The value of new factory orders fell by 0.7% in May, as expected, released by the Commerce Department Wednesday 
morning showed. Durable goods orders were unrevised from the previously reported 1.3% decrease. Nondurable goods 
orders fell 0.2% due weaker demand for petroleum and coal products. Factory orders excluding transportation were up 
0.1% in the month. Durables orders excluding transportation were revised up to a 0.4% gain from the previously reported 
0.3% increase. Transportation orders were down 4.6% in May. Nondefense capital goods new orders fell by 2.2% but 
were up 0.5% when excluding aircraft.  

– Construction spending posted a 0.8% decline in May, well below the 0.1% gain, data released by the Commerce 
Department Monday morning showed. April construction spending was revised up to a 0.4% increase from the flat 
reading initially reported, providing some offset to the May weakness. Private residential construction fell by 0.6% in the 
month, following a 0.6% decline in April. Home building outside new homes, in other words remodeling, saw a 1.2% 
decrease. Total new home building fell by 0.3%. Single-family building was fell 0.8%, while multi-family building posted a 
1.9% increase. In addition to the decrease in private residential construction, private nonresidential construction fell by 
0.9% in May. The main drivers of the category were commercial (-3.4%), office (-1.0%), and manufacturing (-0.6%). 
Public construction spending fell by 0.9% in May, with both state and local and Federal Government spending down in 
the month. 

UK 

– The yield on 10-year Gilts fell to 0.7380% at the end of last week from 0.8330% the week before as investors remained 
cautious about the economic outlook ahead of the Trump-Xi meeting.  

– Bank of England Governor Mark Carney said Tuesday that there are limits to how extensive the monetary policy 
response to further trade shocks and a no deal Brexit could be, and that fiscal policy would have to play a key role. 
Carney, in a speech at a Local Government Association event, painted a picture of mounting global trade tensions and 
stalling growth but the Monetary Policy Committee's response to another shock would be restricted, as it cannot keep 
stretching the time period over which it would tolerate an inflation overshoot. 

– Mortgage interest rates in May dipped lower, with rates on new mortgages tending to hold steady or decline slightly. The 
data show that despite BOE Monetary Policy Committee members continuing to talk about limited and gradual tightening 
ahead, mortgagees are seeing a slight easing in interest rates paid. The average rate on the stock of mortgage fell to 
2.42% in May from 2.45% in April, the lowest rate on record.  The quoted, or shop window, mortgage interest rates 
published earlier in the month showed that the average rate on 2-year, 3-year and 5-year 75% loan-to-value mortgages 
were, respectively, unchanged at 1.66% and 1.80% and dipped to 1.98% from 2.00%. Mortgage approvals, a reliable 
indicator of future housing market activity, declined to 65,409 in May from 66,045 in April. Mortgage approvals have held 
in a tight range so far this year with the low 62,446 in March and it is hard to read much into the monthly volatility. 
Unsecured borrowing remained soft in May, with May's net consumer credit falling to stg0.822 billion from stg0.968 
billion. The series' peak was stg2.296 billion in March 2016 but the evidence in recent months is of subdued demand for 
unsecured loans with household deleveraging continuing. 

– The IHS Markit/CIPS UK Manufacturing PMI fell to 48.0 in June from 49.4 in May and was below market expectations for 
a smaller drop to 49.2. The June reading indicated the sharpest contraction in the manufacturing sector activity since 
February 2013 as production contracted at the fastest pace since October 2012 and new orders recorded their biggest 
drop for almost seven years. Employment fell for the third straight month. Business optimism about the future dipped to 
its third-lowest level in the series history during June. 
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– The IHS Markit/CIPS UK Services PMI fell to 50.2 in June from 51.0 in May, dropping below market expectations for an 
unchanged reading. The June reading indicates service sector activity expanded at its slowest rate in three months. New 
orders posted the fifth decline in the past six months and backlogs of work continued to decline. Confidence about the 
future dropped amid concerns about Brexit and global economic conditions. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell further to -0.3630% last Friday from -0.3270% the previous week, as 
investors moved money into risk-averse assets due to worries about the economy. 

– The European Central Bank has a fully effective policy toolkit allowing it to add further monetary accommodation if 
needed, Chief Economist Philip Lane claimed on Monday. Lane highlighted the importance of central bank 
communications as a policy tool, particularly when inflation deviates from target for an extended period, offering no doubt 
over the absolute commitment to meeting the inflation objective over the medium term. Lane highlighted price stability as 
the primary objective of the ECB, saying strategy makes the primary objective of price stability operational through the 
medium-term orientation of monetary policy, thus offering the necessary flexibility to combat excessive volatility in output 
and inflation in responding to shocks. He addressed the thorny issue of what the 'medium term' was but offered no 
concrete assessment. "The medium term refers to a time span that is long enough to be consistent with a central bank's 
capacity to control inflation, taking into account the typical transmission lag," the ECB's new top economist argues. The 
horizon should be short enough for the public to be able to assess the performance of the central bank in delivering its 
inflation goal. At the same time, too long a span of time obstructs accountability, he said. ECB forward guidance is 
flexible, with all parts of the phrasing adaptable, if and when needed, Lane maintained. 

– Eurozone M3 money supply grew 4.8% in May from a year earlier, accelerating from 4.7% in April, the European Central 
Bank reported. The April rise was stronger than the 4.6% growth expected. Total Eurozone private sector credit growth 
slowed to 3.3% in May from 3.4% in April, and below market expectations for a stable 3.4% growth rate. Within total 
private sector credit, loans to households rose 3.3% in May from a year earlier, down from 3.4% in April, while loans to 
non-financial corporations rose 3.9%, unchanged from the previous month. 

– The Eurozone unemployment rate continued to decline in May, falling to 7.5% from 7.6% the month before and below 
market expectations for an unchanged reading.  The May rate was the lowest since July 2008.   

– Eurozone retail sales rose 1.3% in May from a year earlier, down from the 1.8 percent growth in April and slowing for the 
third straight month. The May reading was below market expectations for stable 1.6% growth. On a month-over-month 
basis, sales fell 0.3% in May 2019, a larger decline than the 0.1% drop in April. Sales of food, drinks, and tobacco 
declined 0.5% (vs. -0.2% in April) while sales of automotive products fell 1.3% (vs. -0.2% in April). Non-food sales 
dropped 0.1% lower after remaining unchanged in April, due to lower sales of textiles, clothing, footwear (-0.6% vs. -
2.1%).  Sales increases were reported in mail orders and internet (2.3% vs. -2.4%), pharmaceutical and medical goods 
(0.3% vs. 0.8%), computer equipment, books and other (0.2% vs. 0.5%), and electrical goods and furniture (0.1% vs. -
0.5%). 

Japan 

– The yield on 10-year Japanese Government Bonds rose slightly to -0.1550% from -0.1580% 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. 

– Bank of Japan board member Yukitoshi Funo said Wednesday that it is highly possible that the BOJ will maintain the 
current low interest rates beyond spring 2020. "For an extended period of time, 'at least through around spring 2020' 
doesn't mean until spring 2020, it also includes the period after," Funo told business leaders in Hiroshima City. According 
to Funo, the BOJ will manage its monetary policy in an appropriate manner to achieve the 2% price target, taking 
economic and price conditions into account along with the financial market situation. He didn't elaborate on how or when 
the BOJ would take additional easy policy.  Funo told reporters that he sees no need for additional easy policy or 
strengthening the forward guidance at the moment, as the main scenario remains that Japan's economy will pick up in 
the second half of this year. However, if labor market conditions worsened or the momentum toward hitting the 2% price 
target is lost, the BOJ will take appropriate action without hesitation, Funo said. 

– Business sentiment in Japan, as measured by the Bank of Japan's quarterly Tankan survey, fell sharply in June as global 
trade tensions intensified but showed that capital investment plans remain solid. The June Tankan, released on Monday, 
showed business sentiment, particularly among manufacturers, had fallen over the last three months. While sentiment 
was lower, as expected, the survey also showed capital investment plans by both large and small firms for this fiscal year 
remained above historical averages, easing BOJ concern over an imminent pause in the virtuous cycle of higher profits 
leading to stronger capital spending. The Tankan showed that major manufacturers have been strongly influenced by 
overseas demand but have maintained plans for solid capital investment.  Capital investment by non-manufacturers in 
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response to the labor shortage also remained firm.  Looking ahead, sentiment among major companies is expected to 
decline amid the ongoing uncertainties over global demand. The diffusion index for sentiment among major 
manufacturers stood at +7, down from +12 in March. June's +7 was the lowest level since September 2016 when it came 
in at +6 and below the median forecast of +10. The index is projected to be unchanged at +7 in September. The 
sentiment index for major non-manufacturers rose to +23 in June from +21 in March, due to stronger domestic demand. 
The index result was above expectations for a decline to +20. The index is projected to fall to +17 three months ahead.  
The sentiment index for smaller manufacturers fell to -1 in June from March's +6 (well below expectations for +4). The 
index is expected to slip to -5 in September. The sentiment index for smaller non-manufacturers stood at +10 in June, 
down from +12 in March. This index is projected to slump to +3 in the next poll. Business investment plans by major firms 
in fiscal 2019, the key to a pickup in domestic demand, are projected to rise 7.4% year on year, revised up from +1.2% in 
the March Tankan. The expected capex plans were below expectations for +9.3%. Capex plans by smaller firms are 
expected to fall 9.3% in fiscal 2019, also revised up from -14.9% in the March Tankan and above expectations for -9.5%.  

– Japanese companies are anticipating lower inflation in the medium term while maintaining the same short- and long-term 
expectations as they did three months ago, according to the Bank of Japan's quarterly Tankan survey for June.  Firms on 
average expect an annual consumer inflation rate of 0.9% a year from now, unchanged from March. Companies also 
expect a 1.1% rise over five years, also unchanged from March. But the June survey showed they expect three-year 
inflation to reach 1.0% in June, down from 1.1% in March. 

– The Bank of Japan's supply-side Consumption Activity Index fell 0.4% in May on a real, seasonally adjusted basis, 
following 1.7% gain (revised from +1.4%) in April, data released Friday showed. The index for the April-May period rose 
0.8% compared to the first quarter, accelerating from flat reading in the first quarter. BOJ officials think the developments 
in the index are consistent with their latest assessment that "private consumption has been increasing moderately, albeit 
with fluctuations, against the background of steady improvement in the employment and income situation." However, 
they also judge that private consumption, which accounts for about 60% of the total domestic output, still lacks 
momentum because income is only rising slowly. 

– Japan's average monthly consumption expenditure per household increased 4.0% in May from a year earlier, 
accelerating from the previous month's 1.3% gain and posting the sixth straight y/y rise, a survey released by Japan's 
Ministry of Internal Affairs and Communications showed Friday. The May increase was stronger than the1.4% y/y gain 
expected.  May's acceleration was a result of higher expenditure on major items -- spending on housing jumped to 6.7% 
compared with April's 10.5% drop, while fuel, light and water charges rose a sharp 6.9% from previous 3.2% drop. The 
average real income of households with salaried workers fell 0.2% y/y after April's 1.1% gain, the first drop in seven 
months. 

– The Bank of Japan's quarterly consumer survey saw sentiment fall from three months ago, as judged by income, 
business conditions and economic data, the latest release showed. he BOJ's consumer sentiment diffusion index for the 
current climate fell 5.8 points to -25.0 in June, the fourth straight quarterly drop after falling 4.9 points to -19.2 in March. 
The consumer sentiment outlook index projecting conditions a year ahead marked the first drop in two quarters, down 
5.5 points to -36.1 in June after rising 1.4 points at -30.6 in March. 
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