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Weekly market watch  
 
As at Friday July 12, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
 Hong Kong  HSI  28,471.62 (303.21) 10.16% -0.19% 
India  BSE 30 38,736.23 (777.16) 7.40% 5.99% 
Japan  Nikkei  21,685.90 (60.48) 8.35% -4.03% 
Singapore  STI  3,357.34 (9.47) 9.40% 2.97% 
South Korea  KOSPI  2,086.66 (23.93) 2.24% -9.70% 
Taiwan  WSE 10,824.35 38.62 11.28% -0.37% 
Shanghai     COMPOSITE 2,930.55 (80.51) 17.51% 3.51% 
Europe 
France  CAC  5,572.86 (20.86) 17.80% 3.09% 
Germany  DAX  12,323.32 (245.21) 16.71% -1.36% 
Italy  FTSE MIB  22,182.70 196.91 21.06% 1.80% 
Russia  RTSI  1,387.87 (10.88) 29.86% 17.87% 
UK FTSE 100  7,505.97 (47.17) 11.56% -1.90% 
Americas 
Brazil  IBOV  103,906.00 269.83 18.23% 36.98% 
Mexico  IPC  42,647.31 (758.01) 2.42% -12.42% 
Nasdaq  CCMP  8,244.15 82.35 24.25% 5.37% 
US  S&P 500  3,013.77 23.36 20.22% 7.70% 
US   DOW  27,332.03 409.91 17.17% 9.66% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.8350 0.7380 0.8670 1.2820 
10 Year OAT 0.0610 -0.0840 0.1130 0.6390 
10 Year Bund  -0.2100 -0.3630 -0.2360 0.3570 
10 Year Japan -0.1140 -0.1550 -0.1110 0.0400 
10 Year Treasuries  2.1219 2.0338 2.1205 2.8454 

 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 strong gains for the week, with the Dow and S&P 500 rising to record highs, as 
Federal Reserve Chair Jerome Powell indicated that the central bank is likely to cut interest rates at the end of the 
month. The Dow Jones Industrial Average rose 0.90% on Friday and 1.52% for the week to close at 27,332.03, a day 
after rising above 27,000 for the first time. The S&P 500 index rose 0.46% on Friday and 0.78% on the week to 3,013.87, 
its first close above 3,000. The Nasdaq Composite rose 0.59% on Friday and 1.01% for the week to close at 8,244.14.  
Analysts said U.S. stocks are benefitting from the TINA syndrome – “there is no alternative” – as the decline in bond 
yields has left many investors with little choice but to invest in stocks.  

– Top U.S. and Chinese trade negotiators held a telephone conversation on Wednesday, the first direct contact since U.S. 
President Donald Trump and Chinese President Xi Jinping agreed to a tariff truce on June 29.  Trump economic advisor 
Larry Kudlow described the talks as “constructive,” but the two sides did not agree on a date for a face-to-face meeting. 
Trump continued to complain in a tweet on Thursday that China was “letting us down” by not buying large quantities of 
U.S. agriculture products as Xi had promised at the G20 summit meeting.  However, Reuters and the South China 
Morning Post reported that Xi had not made any commitment during the summit to buy U.S. farm goods despite Trump 
pressuring him to do so. Chinese officials indicated that they are still seeking clarity on the ability of U.S. companies to 
resume selling equipment and components to Chinese telecom giant Huawei before they consider buying more U.S. 
agriculture products. The Chinese continued to take a tougher stand against U.S. trade pressure, adding Commerce 
Minister Zhong Shan, known as a hard-liner, to Vice Premier Liu He at the top of the Chinese negotiating team. The 
negative effects of the now year-old trade conflict are becoming clearer.  Chinese data released Friday show its imports 
of U.S. products fell 31% in June from a year earlier, while Chinese exports to the U.S. fell 7.9%.  China’s trade surplus 
with the U.S. – the prime reason cited by Trump for starting the trade conflict -- rose to $29.92 billion, 11% higher than a 
year earlier. In addition, Singapore announced Friday that its second quarter GDP unexpectedly fell 3.4% due to a sharp 
decline in exports, the second straight quarterly decline that raises the prospects of an extended recession in the export-
dependent city state.  

– Trump ordered the office of the U.S. Trade Representative to begin an investigation under Section 301 of U.S. trade law 
to determine whether France’s new tax on tech firms unfairly targeted U.S. companies. Trump used the finding of a 
Section 301 investigation into Chinese trade practices to justify the tariffs he has placed on Chinese imports. The French 
Senate voted Thursday to approve a 3% charge on the turnover of digital companies with revenues of more than 750 
million euros globally and 25 million euros in France. The tax would affect about 30 companies, including US giants 
Alphabet (the parent of Google), Apple, Facebook and Amazon, as well as companies from China, Germany, Spain and 
the UK, and one French company, advertising platform Criteo.  The UK is also considering its own tax of 2% tax on 
digital companies from next April unless there is an international agreement on a “tech tax”.  

– The U.S. Federal Trade Commission voted Friday to fine Facebook about $5 billion for its violations of data privacy 
stemming from the Cambridge Analytica case where Facebook data was misused to influence the 2016 U.S. presidential 
election campaign.  If the decision is approved by the Department of Justice, the settlement would include an overhaul of 
how the social platform handles and stores data. It would be the largest civil penalty ever levied by the FTC and is at the 
high end of the $3 billion to $5 billion range estimated by Facebook. Still, the fine is only a small part of Facebook 
revenues, which totaled $55.8 billion last year.  Facebook shares rose on the news.  

– Colgate-Palmolive announced Friday that it had reached agreement to buy French skincare business Filorga 
Cosmetiques for 1.5 billion euros, as the U.S. company seeks to diversify away from its consumer product stables like 
toothpaste and soap. The deal is one of the first major acquisitions ever for Colgate, which has $63.4 billion in market 
capitalization and $15.5 billion in annual sales, and comes just three months after new CEO Noel Wallace took over. 
Filorga’s anti-ageing skin products are sold in more than 60 countries worldwide.  

– Oracle lost its legal challenge to the bidding process for the Pentagon’s $10 billion cloud computing contract, clearing the 
way for the U.S. Defense Department to choose between Amazon and Microsoft, which it named the two finalists in April. 
A US federal judge dismissed Oracle’s claims that the bidding process was marred by conflicts of interest. Oracle argued 
that the Pentagon should not award the contract to a single bidder but rather to a several providers, saying the single 
bidder process favored Amazon Web Services, the nation’s largest cloud computing service. Oracle also claimed that the 
hiring of two former Pentagon officials by AWS created a conflict of interest.  

– Delta Air Lines raised its profit outlook on Thursday due to strong domestic demand, lower fuel costs and the grounding 
of Boeing 737 Max by rivals, which reduced seat capacity and so raised prices. Full-year profit is now seen between 
$6.75 and $7.25 per share, up from the previous estimate of $6 to $7 per share. Second quarter revenues rose 6.5% 
from a year ago to $12.54 billion, slightly better than expectations for $12.5 billion. Delta benefitted from now having any 
of the 737 Max planes in its fleet.  On Wednesday, rival American Airlines warned that its second quarter profits would be 
reduced by $185 million due to the grounding of its 24 737 Max planes.  
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– Cargill, the largest privately owned company in the U.S., said its fiscal fourth quarter earnings fell sharply, as the effects 
of bad weather, the spread of the deadly African swine fever virus and the U.S.-China trade conflict had a large negative 
impact on its agriculture businesses.  Adjusted operating earnings stood at $476 million at the end of May, down 44% 
from the record level of a year earlier. This cut full-year earnings to $2.82 billion, down 12% from a year earlier.  

– Cisco Systems announced that it will buy high-speed optical components maker Acacia for $2.6 billion, as it seeks to 
better position itself in the cloud computing market.  Acacia is already a supplier to Cisco, with its optical interconnect 
technologies improving Cisco existing optical connect solutions.  

UK

– The FTSE 100 fell 0.05% on Friday and 0.62% on the week to close at 7,505.97, as investor worries about Brexit caused 
them to sell riskier assets.   

– Opposition to a no-deal Brexit is growing among Conservative members of Parliament, the Financial Times reported, as 
economic figures suggested the UK may be nearing recession because of the uncertainty surrounding its effort to leave 
the European Union. 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. In a televised debate with Hunt last week, he refused to say whether he 
would resign if Parliament blocked a no-deal Brexit. 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. 

– Reinsurance giant Swiss Re pulled back its 3 billion pound initial public offering for its UK life insurance business 
ReAssure on Thursday due to weak investor demand. It would have been the largest IPO in the UK this year. The listing 
would have allowed ReAssure to move from Swiss regulation to UK oversight, which it said would be more suitable for its 
business.  Swiss Re said it would revisit the IPO plan at a later time.  

– Embattled holiday tour operator Thomas Cook has agreed to a 750 million pound debt-for-equity swap package that 
would leave Chinese conglomerate Fosun in control of the company and would virtually wipe out existing shareholders. 
Thomas Cook has struggled with the ability to service its 1.6 billion pounds in debt. The Thomas Cook board said the 
750 million pound infusion would be sufficient to cover expenses for the rest of the year as well as fund new investment.  
The 176-year-old company employs 21,000 worldwide and has 567 travel agencies throughout the UK.  Fosun, which 
owns a fifth of the shares in Thomas Cook as well as Club Med, plans to make the company into a “major brand” in 
China.  Chinese tourists account for a fifth of tourism spending globally.  

– Australian infrastructure bank Macquarie pulled out of a 2.5 billion pound deal to buy Barchester Healthcare, one of the 
UK’s largest nursing home chains due to the uncertainty created by Brexit, particularly the recent sharp fluctuations of 
the pound exchange rate. The collapse of the deal will raise concerns about the sale of Four Seasons Health Care, the 
second-largest UK nursing home chain, which has fallen into administration.  

– Richard Branson’s Virgin Galactic announced on Tuesday plans to go public.  Virgin Galactic will merge with a cash shell 
company launched by former Facebook executive Chamath Palihapitiya, which will provide Virgin $800 million to fund its 
program to take passengers into space. The new company will have an enterprise value of about $1.5 billion.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 fell 0.06% on Friday and 0.88% on the week to 1,522.42 on renewed concerns about 
the global economic outlook due to the U.S.-China trade conflict.  

– Belgium-based Anheuser-Busch InBev, the world’s largest brewer, announced Friday that it had scrapped its plan to sell 
a minority stake in its Asian business due to weak investor interest at its desired price for the listing.  The company had 
hoped to raise as much as $9.8 billion from the offering, to be used to pay down debt and possibly make strategic 
acquisitions. The listing of Budweiser APAC – which includes 50 brands in China, Australia, South Korea and Vietnam – 
would have been the largest IPO in the world so far this year.  

– Volkswagen and Ford agreed last week to expand their global alliance to include collaboration on electric vehicles and 
self-driving technology. VW will invest $2.6 billion in Argo AI, the Ford-backed driverless technology startup, valuing the 
group at more than $7 billion. Ford will also build an electric vehicle in Europe using VW technology. The new deal adds 
to the agreement to develop commercial vehicles and a pickup truck that the two companies signed in January.  

– Daimler AG, the maker of Mercedes-Benz luxury automobiles, issued its fourth profit warning this year, making further 
provisions for expected fines from alleged manipulation of diesel emissions. Daimler said it discovered new information 
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that mean its second quarter profits would be below the guidance it issued last month and “significantly below” market 
expectations. The company said Friday that it would report a second quarter loss of 1.6 billion euros, well below the gain 
of 2.6 billion euros in the second quarter last year. Profits for the full year will also be significantly lower than last year, it 
said. Its stock fell on the news.  

– German chemical giant BASF cut its profit forecast for the current year by 30% due to the impact of the U.S.-China trade 
conflict. For the second quarter, BASF said its earnings would be 47% lower than the year-earlier period, dropping to 1 
billion euros. The company’s shares fell sharply on the news.  

– Deutsche Bank formally announced its massive restructuring plan, which includes 18,000 job cuts and will cost 7.4 billion 
euros. The bank will sharply reduce its global presence, scraping its equity business entirely as well as scaling back its 
investment banking and fixed income operations. Deutsche will also create a “bad bank” to hold and gradually dispose of 
its non-performing assets valued at 74 billion euros. It is unclear whether the restructuring plan will be sufficient to save 
the bank, which has been embroiled in multiple scandals in the last several years.  

Japan.   

– The Nikkei 225 index rose 0.20% on Friday but fell 0.28% on the week to close at 21,685.90, as concerns about the 
economic outlook given the impact of the U.S.-China trade conflict and the growing dispute between Japan and South 
Korea dampened the mood.    

– Japan and South Korea remain far apart in talks held Friday to resolve their growing trade dispute. On July 4, Japan 
tightened controls on exports to South Korea of materials critical to the manufacture of semiconductors. South Korea 
requested to hold another meeting later this month, but Japan did not agree. Samsung, SK Hynix and other South 
Korean chipmakers rely on Japan for most of their supplies of the chip-making 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. A move in South Korea to boycott Japanese products in retaliation for Japan’s export ban is 
gathering steam. South Korea has turned to the U.S. for help to resolve the dispute, but there has been no formal 
response so far.  

– Shares in game-maker Nintendo rose to a 9-month after the company announced a new, cheaper version of its best-
selling Switch gaming console.  Switch Lite is due for release in September and, like the full version, will combine 
handheld and large screen-based gaming. The original Switch terminal has sold 35 million units worldwide since its 
introduction in 2017, with a library of 2,000 games that can also be played on the new Lite console.  

– Nintendo will soon begin production of its Switch gaming console in Vietnam, as it shifts production out of China to avoid 
potential U.S. trade tariffs, the Nikkei Asian Review reported.  Fellow game console makers Sony and Microsoft may also 
shift production out of China, depending on the outlook for a resolution to the U.S.-China conflict.  The U.S. agreed on 
June 29 not to impose tariffs on $300 billion of Chinese imports not already subject to tariffs, mostly consumer goods like 
gaming consoles and smartphones. But many analysts expect the U.S. to levy those tariffs later this year if there is no 
progress to resolve the dispute.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index rose 0.44% on Friday but fell 2.67% on the week to 2,930.55, pushing the 
index back below the psychologically important 3,000 level, on continued worries about the economic outlook despite the 
U.S.-China trade ceasefire.  

– Hong Kong's Hang Seng index rose 0.14% on Friday but fell 1.05% on the week to 28,471.62 as more violent 
demonstrations against the proposed extradition law dampened investor sentiment.   

– Taiwan's Taiex fell 0.10% on Friday but rose 0.36% on the week to 10,824.35 on improved sentiment after the Trump-Xi 
trade truce.   

– South Korea's Kospi rose 0.29% on Friday but fell 1.13% for the week to close to 2,086.66 on the country’s rising trade 
tensions with Japan. Analysts worry that the Japanese export ban of materials critical to South Korean semiconductor 
manufacturing could severely damage global supply chains.  

– The Singapore Straits Times Index rose 0.21% on Friday but fell 0.28% for the week to close at 3,357.34, as investors 
turned cautious on signs that the U.S.-China trade conflict was having an adverse impact on the Singapore economy.  
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Emerging Markets  

– Brazil's Bovespa fell 1.18% on Friday and 0.18% on the week to 103,905.99 as the euphoria seen Wednesday after the 
approval of a landmark pension reform bill in the lower house of Congress quickly faded, having been priced in during 
the market’s sharp rally this year. In addition, the government on Friday cut its growth forecast for this year in half, to only 
0.8% from the previous 1.6% projection.  

– Mexico's IPC fell 0.55% on Friday and 1.75% on the week to 42,647.31, after well-regarded Mexican Finance Minister 
Carlos Urzua quit on Tuesday over disagreements with left-wing President Andreas Manuel Lopez Obrador.  

– India's BSE 30 fell 0.22% on Friday and 1.97% on the week to 38,736.23 as investors continued to worry over a 
government proposal in its new budget to tax the super rich.   

– Russia's RSTI fell 0.79% on Friday, pushing the index down 0.78% for the week to close at 1,387.87 and wiping out 
gains from the rise in oil prices during the week.  

Alternative Assets 

– Oil futures prices rose modestly Friday, as a storm in the Gulf of Mexico expected to only cause a brief reduction in 
production. But prices rose strongly during the week, as continued tensions between the U.S. and Iran as well as a 
gradually reduction in U.S. crude inventories. August West Texas Intermediate (WTI) crude rose a penny on Friday to 
$60.21per barrel but was up 4.7% on the week. The close above $60 per barrel was seen as bullish for future prices. The 
September Brent crude contract on London’s ICE Futures Exchange closed the trading period at $66.72 a barrel, up 
0.3% on the day and 3.9% on the week.  

– Gold futures prices rose on Friday and on the week after Federal Reserve Chairman Jerome Powell indicated the central 
bank was likely to cut interest rates at its meeting at the end of the month. August gold futures rose 0.4% on Friday to 
$1,412.20 per troy ounce, with the yellow metal up 0.9% on the week.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries raised to 2.1219% on Friday from 2.0338% at the close of the previous week, 
after release of stronger-than-expected U.S. consumer inflation data.  

– Federal Reserve Chair Jay Powell on Wednesday reinforced expectations for an interest rate cut this month in testimony 
to Congress by highlighting sustained uncertainties over trade policies and global growth as factors threatening the U.S. 
economic expansion. "It appears that uncertainties around trade tensions and concerns about the strength of the global 
economy continue to weigh on the U.S. economic outlook," he told lawmakers in the House Financial Services 
Committee, citing incoming data and other developments since the Fed’s policy making Federal Open Market Committee 
last met in June. At the same time, inflation is running below target and "inflation pressures remain muted," he said. 
There is "a risk that weak inflation will be even more persistent than we currently anticipate." In June, many Fed officials 
saw that a case for "somewhat more accommodative" policy had strengthened, Powell reminded lawmakers, and the 
Fed pledged to act as appropriate to sustain the expansion. The FOMC has also said it is prepared to adjust any of the 
details for completing balance sheet normalization if needed. Despite a positive baseline outlook, Powell noted rising 
risks on the downside. Economic momentum appears to have slowed in some major foreign economies, and that 
weakness could affect the U.S. economy, he said. Government policy issues including trade developments, the federal 
debt ceiling and Brexit also remain unresolved. These concerns may have contributed to a drop in business confidence 
in recent surveys and started to show through to incoming data, he said. Growth in business investment seems to have 
"slowed notably," and overall growth appears to have moderated in the second quarter. Housing investment and 
manufacturing output declined in the first quarter and appear to have fallen again in the second quarter. Meanwhile, 
inflation has slowed. The overall personal consumption expenditures price index declined this year to 1.5% in May while 
the core PCE inflation measure fell to 1.6%. It had been running close to 2% over much of last year.  

– According to the minutes of the June 18-19 FOMC meeting released Wednesday, many officials favored a near-term rate 
cut if the recent global developments that led to heightened uncertainties to the outlook were sustained and continued to 
weigh on the economic outlook. Several other officials thought a near-term cut would be appropriate if the outlook 
deteriorated further.  A rate cut would be justified for a number of reasons. It would "help cushion the effects of possible 
future adverse shocks to the economy" from a risk management perspective. It could bolster inflation expectations which 
were at risk of softening; lowered expectations could slow the return of inflation to 2% on a sustained basis. A few 
officials would welcome above-2% inflation for "some time" to strengthen the FOMC's credibility of commitment to its 2% 
goal. Several officials saw less risk of tight labor markets contributing to inflation pressures.  A few officials warned that 
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rate cuts to lift inflation by a few tenths risked overheating the labor market and fueling financial imbalances, as the 
economy was still in a favorable position. 

– June CPI data were above expectations, but overall year/year inflation slipped modestly, data released by the Bureau of 
Labor Statistics Thursday showed. Overall CPI increased by 0.1%, above the expected flat reading expected, while core 
prices were up 0.3%, also above the expected 0.2% gain. The year/year rate for core CPI ticked up to +2.1% from +2.0% 
in May.  Apparel prices, which were expected to remain flat after three consecutive months of decline and a flat reading 
in May, posted a surprise 1.1% increase in June. The major core components were highlighted by widespread gains. The 
large owners' equivalent rents category increased by 0.3% and medical care was up 0.3%. New vehicle prices 
additionally rose by 0.1%, and used vehicle prices increased by 1.6% after declines in the previous two months. 
Recreation prices, however, fell by 0.2%. Energy prices declined by 2.3% in June following a smaller decline in May and 
solid gains in the previous four months, with gasoline prices down 3.6%. Electricity prices were down as well, falling by 
0.8% and gas utilities prices decreased by 0.3%. CPI excluding only energy was up 0.3%, while overall food prices were 
flat. Despite the stronger-than-expected 0.1% rise in overall CPI, the year/year rate slowed to +1.6% from the +1.8% gain 
posted in May. Excluding only energy, the year/year rate was 2.1%, and the year/year rate for core prices increased to 
2.1% from a 2.0% reading in May, holding in the same tight range seen so far in 2019. 

UK 

– The yield on 10-year Gilts rose to 0.8350% at the end of last week from 0.7380% the week before as investors moved 
into risk averse assets on rising concerns about the economic outlook due to Brexit.    

– It is more likely that the Bank of England holds or cuts Bank Rate in the event of a 'no deal' Brexit, even if a weaker 
pound and tariffs on imports temporarily push inflation higher, Bank of England Monetary Policy Committee member 
Gertjan Vlieghe said Friday. But the response to 'no deal' would not be automatic, and would depend on the balance of 
the impact on demand, supply and the exchange rate, Vlieghe said. "On balance I think it is more likely that I would move 
to cut Bank Rate towards the effective lower bound of close to 0% in the event of a no-deal scenario." 

– The UK economy rebounded in May, with April's Brexit-related plunge in auto production reversing in May.  Motor vehicle 
output jumped by a record 24%, almost countering the record-high 24% plunge recorded in April. Manufacturing provided 
the biggest lift to economic activity in May, adding 0.14 percentage point to total GDP growth of 0.3%. The May GDP 
outturn matched expectations, with the rebound from a 0.4% plunge in April could keep the economy from contracting in 
Q2. Growth above 0.1% in June would lift GDP growth into the black for the latest three months. The Brexit-related 
volatility in the manufacturing sector has overshadowed a continued and deepening slowdown in financial services. The 
sector contracted by 0.2% in May, the 17th straight month of no growth, for a cumulative decline of 3.4%. The contraction 
in financial services can be traced back to January 2017, with only one month of growth recorded since -- in December 
2017. The ONS said there has been a cumulative decline of 5.4% over the 29-month period.  Services, long the engine 
of economic growth, failed to provide much of a lift in May, recording no change over April and contributing less than 0.1 
percentage point to total growth over the past three months. The trade deficit fell sharply in May, to Stg2.324 billion from 
an upwardly-revised Stg3.716 billion in April. That leaves trade on track to make a large positive contribution to Q2 GDP 
after subtracting a record-high 2.99 percent points from Q1 growth. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to -0.2100% last Friday from -0.3630% the previous week, as investors 
became a little less risk-averse. Germany sold a new 10-year Bund issue without a coupon for the first time since just 
after the Brexit vote in 2016, as demand for European sovereign debt intensified. 

– Continued low inflation could undermine the credibility of the European Central Bank's monetary policy, it warned last 
month, amid concerns the "soft patch" affecting Europe's largest export economies could spread outward, and a 
recognition that policymakers must "stand ready" to act in the face of "adverse contingencies in the period ahead," 
according to the ECB’s official account of its Governing Council meeting in Vilnius last month. In his first presentation to 
the Governing Council as Chief Economist, Philip Lane remarked that while the most recent hard data for Q1 were better 
than expected, weak global trade and the prolonged presence of uncertainties continued to act as a drag on growth. As a 
result, the balance of risks remained tilted to the downside, he said, despite recent downward revisions to the ECB's 
growth projections. Trade tensions had re-escalated, uncertainty about Brexit and emerging market fragility were also 
concerns. Looking ahead, Lane said, the Governing Council "needed to be determined to act in case of adverse 
contingencies," and should "stand ready to ease the monetary policy further by adjusting all of its instruments" as 
appropriate. These "could include" extending forward guidance further, restarting net asset purchases and decreasing 
policy rates. Members "broadly shared" Lane's economic analysis of the outlook for economic activity in the euro area, 
while "highlighting" the ongoing weakness in global trade. "Concern was expressed about more pervasive and prolonged 
uncertainties in the external environment and their adverse impact on the global growth outlook for some time to come." 
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Risks to the external environment were "generally seen to be increasing or to have already increased, with the condition 
of the trade relationship between the US and China the most notable, in addition to Brexit. 

– Eurozone industrial production fell 0.5% in May from a year earlier, slightly worse than the 0.4% drop in April but much 
better than market expectations for a 1.6 percent decline. The May was the seventh consecutive month in which output 
declined or remained unchanged. May production rose 0.9% compared to April, after having dropped each of the 
previous two months.  

Japan 

– The yield on 10-year Japanese Government Bonds rose slightly to -0.1140% from -0.1550% a week earlier, as investors 
continued to invest in risk-adverse assets.  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 Governor Haruhiko Kuroda Monday maintained his optimistic growth and inflation outlook for Japan, 
although there are sizeable downside risks. Kuroda's remarks, coming at the opening of the BOJ quarterly branch 
managers' meeting in Tokyo, indicated that the central bank's overall assessment hasn't changed since the June policy 
meeting. Japan's economy has been on a moderate expanding trend, with a virtuous cycle from income to spending 
operating, although exports and production have been affected by the slowdown in overseas economies. The BOJ will 
examine the risks considered most relevant to the conduct of monetary policy and will make policy adjustments as 
appropriate, taking account of all economic developments as well as financial conditions, with a view to maintaining the 
momentum toward achieving the 2% price target. 

– Japan's core machinery orders, excluding those for power generation equipment and ships, plunged in May due as 
production contracted, data from the Cabinet Office released on Monday showed. Core orders fell 7.8% in May, down 
sharply from last month's 5.2% gain, marking the first drop in four months. The outcome was worse than the 3.0% 
decrease expected. The drop was due to from falls in both the manufacturing and non-manufacturing sectors -- dropping 
7.4% and 9.0% respectively, compared with the 16.3% and 1.2% gains seen last month. The three-month moving 
average of core orders rose for a second straight month, up 0.2% in May after +3.6% and -0.01% in April and March. 

– Japan's average wages fell 0.2% on year in May, the fifth straight month showing a year-on-year drop, following a 0.3% 
decline in April, with real wages also in negative territory, preliminary data released Tuesday by the Ministry of Health, 
Labour and Welfare showed. In real terms, average wages fell 1.0% on year in May, the fifth straight drop following a 
1.4% fall in April. Total CPI minus imputed rents rose 0.9% on year in May, slowing from +1.0% in April. Base wages, the 
key to a steady recovery in cash earnings, fell 0.6% in May from a year earlier, the fifth straight drop after falling 0.1% in 
the previous month. Overtime pay rose 0.8% on year in May, the first rise in six months, after falling 1.9% in April. 

– Japan's sentiment index on current economic conditions fell in June, a second straight drop, weighed down by items 
linked to household and services, a key government survey released Monday showed. The survey indicates whether 
respondents with jobs most sensitive to economic conditions -- taxi and truck drivers, department-store sales staff and 
restaurant and shop owners -- think economic conditions have improved or worsened from the three months prior. These 
are the key points from the latest monthly Economy Watchers Survey, conducted by the Cabinet Office between June 25 
and June 30. The Economy Watchers sentiment index for Japan's current economic climate fell 0.1 points to 44.0 in June 
on a seasonally adjusted basis, after falling 1.2 points to 44.1 in May. The Watchers outlook index showed the sentiment 
on the outlook two to three months ahead marked the first rise in five months, up 0.2 points to 45.8 on the back of better 
outlook for housing, along with eating and drinking items. 
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