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Weekly market watch  
 
As at Friday July 19, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  28,765.40 293.78 11.30% 1.92% 
India  BSE 30 38,337.01 (399.22) 6.29% 5.46% 
Japan  Nikkei  21,466.99 (176.54) 7.26% -5.42% 
Singapore  STI  3,377.96 20.62 10.08% 2.43% 
South Korea  KOSPI  2,094.36 7.70 2.61% -8.51% 
Taiwan  WSE 10,873.19 48.84 11.78% -0.54% 
Shanghai     COMPOSITE 2,924.20 (6.35) 17.25% 3.36% 
Europe 
France  CAC  5,552.34 (20.52) 17.37% 2.50% 
Germany  DAX  12,260.07 (63.25) 16.11% -3.36% 
Italy  FTSE MIB  21,641.46 (541.24) 18.10% -1.11% 
Russia  RTSI  1,350.69 (37.18) 26.38% 20.12% 
UK FTSE 100  7,508.70 2.73 11.60% -2.28% 
Americas 
Brazil  IBOV  103,451.90 (454.09) 17.71% 33.51% 
Mexico  IPC  41,606.54 (1,040.77) -0.08% -14.65% 
Nasdaq  CCMP  8,146.49 (97.66) 22.78% 4.10% 
US  S&P 500  2,976.61 (37.16) 18.74% 6.14% 
US   DOW  27,154.20 (177.83) 16.40% 8.34% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.7340 0.8350 0.8650 1.1850 
10 Year OAT -0.0690 0.0610 0.0480 0.6270 
10 Year Bund  -0.3240 -0.2100 -0.2880 0.3300 
10 Year Japan -0.1320 -0.1140 -0.1370 0.0420 
10 Year Treasuries  2.0552 2.1219 2.0233 2.8380 

 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 fell on Friday and on the week, after the Wall Street Journal reported that Federal 
Reserve officials were prepared to cut rates by 25 basis points at the end of month, after the market took comments from 
one Fed to mean the central bank was likely to cut rates 50 basis point, boosting stock prices on Thursday. The market 
also suffered from some downbeat earnings reports during the first week of the quarterly earnings season. The Dow 
Jones Industrial Average fell 0.25% on Friday and 0.65% for the week to close at 27,154.20. The S&P 500 index fell 
0.62% on Friday and 1.23% on the week to 2,976.61, falling back below 3,000 after closing above that level for the first 
time the previous Friday. The Nasdaq Composite fell 0.74% on Friday and 1.18% for the week to close at 8,146.49.   

– Top U.S. and Chinese trade negotiators on Thursday held their second telephone conversation since U.S. President 
Donald Trump and Chinese President Xi Jinping agreed to a tariff truce on June 29. However, neither side released 
details of the conversation, suggesting little progress was made. There is no word on when formal, face-to-face 
negotiations will resume.  The two sides are remain divided over which negotiating text to base new trade talks on, the 
South China Morning Post reported. The US wants to go back to the text agreed prior to the breakdown of talks in early 
May, while China wants its demands included in a new text.  U.S. Treasury Secretary Steven Mnuchin said on the 
sidelines of the G-7 meeting in France that it was possible Thursday phone conversation would lead to face-to-face talks, 
“but I’m not going to speculate on the outcome.”  Trump repeated on Tuesday his threat to impose new tariffs on $300 
billion of Chinese imports that have so far not been sanctioned, “We have a long way to go as far as tariffs, where China 
is concerned, if we want,” Trump said. The president also renewed his insistence that China had agreed to buy US 
agriculture products as part of the trade ceasefire deal on June 29, but had not done so. “They are supposed to be 
buying farm products. Let’s see what they do,” Trump said.  China responded to Trump’s comments by saying the 
president needed to “make up his mind” whether he wanted a trade deal. Foreign Ministry spokesman Geng Shuang said 
Wednesday that new tariffs would present “new obstacles” to a trade agreement between the world’s two largest 
economies, adding that there was still a long way to go before a deal could be reached. Mnuchin also said that the issue 
of allowing US companies to resume selling components and equipment to Chinese telecommunications giant Huawei 
was separate from the trade talks. Reuters reported on June 14 that the US would begin approving licenses to sell such 
products to Huawei in as little as two weeks. Mnuchin denied a Wall Street Journal report that he had encouraged US 
suppliers to apply for licenses to sell to Huawei.  

– United Airlines reported a larger-than-expected rise in second quarter profit on Tuesday, supported by strong demand 
and its ability to charge more for seats due to the grounding of Boeing 737 Max airplanes. United, along with American 
Airlines and Southwest Airlines, have had to cancel thousands of flights because of the grounding of the 737 Max after 
two deadly crashes that killed 346.  United said net income rose 54% to $1.05 billion, up from $683 million in the year 
earlier period.  On an adjusted basis, profit stood at $4.21 per share, above analysts’ expectations for $4.08 per share. 
Based on the strong second quarter, the airline increased its full-year earnings-per-share guidance to $10.50 to $12.00, 
up from $10.00 to $12.00 previously.  

– Facebook said Monday it would put the rollout of its Libra digital currency on hold under pressure from U.S. and 
European regulators not to proceed until all their concerns have been addressed. “Facebook will not offer the Libra digital 
currency until we have fully addressed regulatory concerns and received appropriate approvals,” said David Marcus, who 
oversees the Libra program. U.S. Treasury Secretary Steven Mnuchin told reporters he was not yet comfortable with 
Libra, particularly in guarding against money laundering and other illegal uses.  “They’re going to have to convince us of 
very high standards before they have access to the U.S. financial system,” Mnuchin said, echoing concerns expressed 
by Federal Reserve Chairman Jay Powell days earlier. Finance ministers from the Group of 7 largest developed 
economies agreed in a joint statement released Thursday after their meeting in France that Libra would have to meet 
strict regulatory requirements before it could be rolled out. “The sovereignty of nations cannot be jeopardized,” French 
Finance Minister Bruno Le Maire told reporters after the two-day meeting. “The overall mood around the table was clearly 
one of important concerns about the recent Libra announcements, and a shared view that action is needed urgently” to 
address those concerns, Le Maire said. His comments were echoed by German Finance Minister Olaf Scholz, who said 
he was “convinced that we must act quickly and that [Libra] cannot go ahead without all legal and regulatory questions 
being resolved.”  

– The U.S. Department of Justice (DoJ) asked a federal court on Tuesday to delay enforcement of an anti-trust ruling 
against mobile chip manufacturer Qualcomm, arguing that it impossible to replace Qualcomm’s role in 5G technology. 
On May 21, Qualcomm, the largest supplier of chips that connect smartphones to wireless networks, lost an antitrust suit 
brought by the Federal Trade Commission. A U.S. District Court ruled that Qualcomm had engaged in anticompetitive 
pricing in the licensing of its patents to maintain a monopoly on the mobile semiconductor market and ordered 
Qualcomm to license its chips to rival chipmakers. Separately, the European Union antitrust regulators fined Qualcomm 
242 million euros ($272 million) for pricing chip so low they threatened to drive a smaller rival out of business. The new 
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fine comes a year after the EU orders Qualcomm to pay 997 million euros from trying to prevent rivals from supplying 
smartphone chips to Apple.  

– IBM said its second quarter revenue fell 4.2% to $19.2 billion, slightly better than expectations but the fourth straight 
quarter that revenues have declined.  The results were the last before the company’s $34 billion acquisition of open-
source software firm Red Hat. IBM shares dropped after executives did not offer a plan on how the Red Hat acquisition 
would help it win in the cloud computing market. IBM has claimed that the acquisition would be a “game changer” for the 
company, which has lagged in the cloud computing market, since only 20% of enterprise software had been moved to 
the cloud so far. Chief Financial Officer Jim Kavanaugh said the company will issue an updated financial forecast at its 
annual investor briefing on August 2.   

– Shares in Netflix fell as much as 13% on Thursday after it reported a smaller-than-expected increase in overall 
subscribers and a surprise drop in U.S. customers in the second quarter.  The online video streaming service reported 
that it lost 130,000 customers in the U.S. after a price increase and what analysts said was a weak lineup of new shows.  
It added 2.8 million customers internationally, well below the 5 million it had previously projected. Netflix claimed the 
weak results were a one-off, noting that the second quarter has been its weakest quarter, during which the company 
having missed forecasts in three of the past four years. Netflix projected it would add 7 million subscribers in the current 
quarter, in part to the start of new seasons for several popular shows.  

– Microsoft topped earnings forecasts in the second quarters on the acceleration of moves by big companies and the 
government to move operations to the cloud.  The company reported revenue of $33.7 billion in the quarter ended in 
June, up 12% from a year earlier and almost $1 billion ahead of expectations.  Earnings per share were $1.37, up from 
$1.13 a year earlier and expectations of $1.21.  Revenues from the company’s Azure cloud platform rose 64%, slower 
than the 75% gain in the previous quarter, but faster than the 41% increase reported by much larger rival Amazon Web 
Services.  Microsoft is now a true competitor to AWS, with the two companies the finalists to compete for a $10 billion 
cloud computing contract with the Pentagon.  

– Major U.S. banks reported mixed second quarter earnings last week. JPMorgan Chase cut its forecast for net interest 
earnings to $57.5 billion this year from the previous $58 billion estimate due to expectations of as many as three Federal 
Reserve rate cuts this year. Citibank left its interest income estimate unchanged, assuming only one Fed rate cut, but it is 
less sensitive to interest rate changes than is JPMorgan, which has almost a $1 trillion loan portfolio. Bank of America 
said that if the Fed cuts twice this year, it would lower its interest income growth to just 1% rather than the 3% it 
previously projected. Goldman Sachs delivered revenues of $9.46 billion in the second quarter, down 2% from a year 
ago but better than the market expected on a rebound in equities trading revenues. The relatively small size of its 
consumer banking division insulated Goldman from the negative impact of lower interest earnings that hit both JPMorgan 
and Wells Fargo.  JPMorgan, Citibank, Bank of America and Wells Fargo reported that lending margins were falling, with 
Wells Fargo’s falling faster than expected. Bank of America’s results beat expectations on the strength of its retail bank, 
with overall net income up 10% to a quarterly record of $7.1 billion. Investment banking and trading revenues also fell at 
most big banks. 

UK

– The FTSE 100 rose 0.21% on Friday, pushing the index up 0.04% on the week to close at 7,508.70, as investor 
remained cautious due to Brexit and the U.S.-China trade conflict.   

– The House of Commons dealt a blow on Thursday to a no-deal Brexit, passing a resolution making it more difficult for the 
new prime minister to send Parliament home in October to force through an exit without a deal by the EU’s October 31 
deadline. Boris Johnson, the leading candidate to become the new prime minister later this month, has refused to rule 
out sending Parliament home in order to push through a no deal Brexit. However, the House of Commons agreed to a 
resolution that Parliament must sit and conduct proceedings in the period before the EU deadline, with 17 Conservative 
members voting in favor.  Moreover, the 41 vote majority on this vote suggests that Parliament could again vote outright 
to block a no-deal Brexit, as it has done before. More will be known about the new government’s Brexit plans after the 
results of the vote among the Conservative Party’s 160,000 members on whether Johnson or current foreign secretary 
Jeremy Hunt will be the new leader. Johnson continues to claim he can force the EU to agree to a better Brexit transition 
deal, but EU leaders have repeatedly stressed that they have no intention of renegotiating the Brexit deal secured by 
outgoing prime minister Theresa May earlier this year.  

– Iran seized a British-flagged oil tanker on Friday and briefly detained a second vessel, further escalating tensions in the 
Persian Gulf to highest level since they began in May. Iran said the tanker was not complying with “international maritime 
laws and regulations.” Iran’s move came after British Royal Marines assisted in the seizure of an Iranian supertanker off 
Gibraltar on July 4.  The US said it would discuss options with the British, though British Foreign Secretary Jeremy Hunt 
said in an interview with Sky News that the UK was looking a diplomatic rather than military option to resolve the 
situation.  The incident came two days after the US claimed it shot down an Iranian drone that was approaching US 
warships in the Persian Gulf. Iran denied that it had lost a drone.  Iran shot down a US drone on June 20.  Trump 
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ordered a military strike against Iran in retaliation, but called it off at the last minute due to what he said was his concern 
for loss of human lives.  The US settled instead for a cyber-attack on Iranian installations.  

– British bank Standard Chartered has been accused in a civil lawsuit by whistleblowers on Thursday of handling $57 
billion in illegal transactions with Iran, billions more than previously disclosed. The transactions in violation of 
international trade sanctions against the Islamic state allegedly took place between 2009 and 2014, which was the period 
that the U.S. used as reference for a $1.1 billion fine the bank was forced to pay in April.  Standard Chartered denied the 
allegations.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 0.09% on Friday, pushing the index up 0.06% on the week to 1,523.31 as 
investors took a wait-and-see approach due to the uncertain global economic outlook.  

– The European Union said Wednesday that it would open an investigation into whether Amazon uses data from 
independent retailers who sell on its e-commerce website to gain unfair advantage of its own products. Third party sellers 
account for nearly 60% of the goods sold on Amazon, the company said, pledging to cooperate with the EU probe. The 
investigation could lead to fines and require Amazon to change the way that it operates.  As a result of a separate 
investigation by the EU, Google was forced to change how it displays search results, which the EU charged favored 
Google goods and services.  

– The state railway running Italy’s Alitalia airline has picked Atlantia group to work with it, the Italian treasury and Delta Air 
Lines to trying again to rescue the ailing national carrier.  Alitalia declared bankruptcy two years ago and has been 
struggling to compete with budget airlines and a drop in European air traffic. Atlantia, a part of the Benetton group, is the 
largest company operating the nation’s highways under agreement with the Italian government.  One of its bridges in 
Genoa collapsed last year, killing 43, resulting in a government investigation of the company for negligence.  

– Anheuser-Busch InBev, the world’s largest brewer, said Friday it has agreed to sell its Australian union to Japan’s Asahi. 
The Belgian-based company, which has been saddled with a large debt since its purchase of key rival SABMiller in 2016, 
agreed to sell Carlton & United Breweries for A$16 billion ($11.3 billion).  The majority of the proceeds from the deal, 
which is expected to close in the first quarter of next year, would be used to pay down debt.  The sale comes only a week 
after AB InBev abandoned its plan to float on the Hong Kong market a 15% stake in its Asian business, after investors 
balked at the proposed price range. The company had hoped to raise up to $9.8 billion from the share sale to pay down 
its $102.5 billion debt load as of the end of last year. The company said it hoped to revive the share sale, excluding the 
Australian business, if it could be completed at “the right valuation.”  

– Volvo announced Thursday that it would cut costs by 2 billion Swedish crowns ($214 million), as pricing pressures, the 
need for large investments in electric vehicles and the impact of the U.S.-China trade conflict have hurt its profitability.  
The company said that its operating profit fell 38% to 2.6 billion crowns in the second quarter, larger than the drop in the 
first quarter. Volvo said it expected sales volumes and cost-control measures to lead to a stronger result in the second 
half of the year. However, the decline in profits is taking a toll on the company’s plans to roll out an all-electric fleet in the 
next few years.  

Japan.   

– The Nikkei 225 index rose 2.00% on Friday but still fell 1.01% on the week to close at 21,466.99, as a fall in exports 
renewed concerns about the economic outlook given the impact of the U.S.-China trade conflict, adding to worries about 
the growing dispute between Japan and South Korea.    

– Japan and South Korea working level negotiators made no progress toward resolving their growing trade dispute. As a 
result, calls on Korean social media to boycott Japanese products have gathered steam.  However, corporate investment 
interconnections between Korean and Japanese companies make the choice of which products to boycott more difficult. 
Separately, colonial-era Korean workers asked a Korean court to approve the forced sale of some local assets of 
Mitsubishi Heavy Industries, their former employer, after the company refused a court order to pay compensation for 
involuntary labor during World War II.  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 has 
not agreed so far. Samsung, SK Hynix and other South Korean chipmakers rely on Japan for most of their supplies of the 
chip-making materials and could soon run short.  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. South Korea has turned to the U.S. for help to resolve the 
dispute, but there has been no formal response from the Trump administration so far.  
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– U.S. and Japan will hold vice-minister level trade negotiations on agriculture and auto trade in Washington on July 24-26, 
Jiji Press reported.  The two sides are also discussing holding ministerial level meetings in August, after Sunday’s 
election for the House of Councillors, the upper house of the Japanese Diet, Jiji said, citing sources. The two sides hope 
to reach agreement on a trade deal before the next meeting of Japanese Prime Minister Shinzo Abe and Trump in New 
York in September.  The two sides are working on a deal under which the U.S. would get greater access to the Japanese 
market for its agriculture products, particularly beef and pork, in exchange for the U.S. lowering tariffs on certain 
Japanese auto part imports.  

– Japan’s Government Pension Investment Fund will have to invest $26 billion in the domestic stock market to keep its 
holdings near its portfolio target, JPMorgan Chase estimated in a report released Friday.  Stock holdings by the world’s 
largest pension fund fell to 23.6% of assets at the end of March, the lowest rate in two years, meaning it can buy 2.8 
trillion yen ($26 billion) in stocks to wants to bring domestic stock holdings in line with its target of 25%. Stock buying by 
the GPIF would bolster the market at a time analysts are warning that a strong yen and the impact of the U.S.-China 
trade conflict will weigh on Japanese stock prices.  

– Megabank Mizuho Financial Group completed full implementation of its new integrated banking system on Tuesday, 17 
after it was created from the merger of three separate smaller banks, Dai-Ichi Kangyo Bank, Fuji Bank and Industrial 
Bank of Japan.  Until now, Mizuho had used three separate systems from the three predecessor banks. Those systems 
failed after the March 2011 earthquake and tsunami, forcing the bank to create a new integrated system.  

– Trading house Sumitomo Corp. and the Japan Transportation Engineering Co. announced Tuesday that they had won 
an order from the Philippines Department of Transportation to supply 104 commuter rail cars, in a deal worth 25 billion 
yen.  The two companies plan to complete delivery of the cars by February 2023. The new cars will be used on a 38 
kilometer railway connecting Manila with Bulacan Province, north of the capital. 

– Japanese advertising giant Dentsu Inc. announced Tuesday that it had agreed to buy Indian digital data and analytics 
company Ugam Solutions Pvt. Dentsu Aegis Network Ltd, the company’s global headquarters based in London, will take 
an 87% share of Ugam, which is based in Mumbai, with an option to purchase the remain stake at a later time. The 
purchase of Ugam is Dentsu’s third major acquisition this month. Dentsu announced July 3 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 three 
acquisitions were not disclosed.   

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index rose 0.79% on Friday but fell 0.22% on the week to 2,924.20 on continued 
worries about the economic outlook due to the effects of the U.S.-China trade conflict after government data showed 
growth slowed to 6.2% in the second quarter, the lowest growth rate since record began in the first quarter of 1992.   

– Hong Kong's Hang Seng index rose 1.07% on Friday, pushing the index up 1.03% on the week to 28,765.40 after the 
strong rise on Wall Street on Thursday on Fed rate cut hopes.   

– Taiwan's Taiex rose 0.68% on Friday on Wall Street gains, pushing the index up 0.45% on the week to 10,873.19.   
– South Korea's Kospi rose 1.35% on Friday, pushing the index up 0.37% for the week to close to 2,094.36 on Wall Street 

gains on Thursday, after the country’s continuing trade tensions with Japan had depressed stock prices earlier in the 
week. The Korean central bank cut interest rates unexpectedly last week, citing likely negative effects on growth the 
trade dispute with Japan.  

– The Singapore Straits Times Index rose 0.50% on Friday and 0.61% for the week to close at 3,377.96, as investors 
looked past week growth and export data to the long-term outlook for the Singapore economy.  

Emerging Markets  

– Brazil's Bovespa fell 1.21% on Friday, pushing the index down 0.44% on the week to 103,451.93 as the euphoria seen 
after the approval of a landmark pension reform bill in the lower house of Congress the previous week continued to fade. 
The market is awaiting the economic stimulus plan to be unveiling by the government on July 24, after the government 
the previous week cut its growth forecast for this year in half, to only 0.8% from the previous 1.6% projection.  

– Mexico's IPC fell 0.03% on Friday and 2.44% on the week to 41,606.54, on concerns about the economic outlook. 
– India's BSE 30 fell 1.44% on Friday, pushing the index down 1.03% on the week to 38,337.01 as investors continued to 

worry over a government proposal in its new budget to tax the super rich.   
– Russia's RSTI rose 0.07% on Friday but fell 2.68% for the week to close at 1,350.69 on lower oil prices during the week.  
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Alternative Assets 

– Oil futures prices rose Friday on reports that Iran had seized a British-flagged tanker in the Persian Gulf, raising 
questions about the security of the flow of oil from the Middle East. But crude prices fell sharply during the week, on 
continued concerns about demand and a recovery in U.S. supply after last week’s storm-related disruption. August West 
Texas Intermediate (WTI) crude rose 0.6% on Friday to $55.63 per barrel but was down 7.6% on the week. The 
September Brent crude contract on London’s ICE Futures Exchange closed the trading period at $62.47 a barrel, up 
0.9% on the day but down 6.4% on the week.  

– Gold futures prices fell Friday after the U.S. dollar strengthened but rose on the week on expectations of a Federal 
Reserve interest rate cut at its meeting at the end of the month. August gold futures fell 0.1% on Friday to $1,426.70 per 
troy ounce, having risen to an intraday high of $1,454.20, the highest level since mid-May 2013. Gold prices rose 1% on 
the week.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries fell to 2.0552% on Friday from 2.1219% at the close of the previous week, 
on weaker U.S. stocks and expectations the Federal Reserve would cut less than the market had hoped for.  

– June industrial production was flat in June on a large drop in utilities production, data released by the Federal Reserve 
on Tuesday showed. That utilities decline was offset by gains in manufacturing production, specifically motor vehicle 
production, and mining production. June industrial production was softer the 0.1% increase expected. This followed no 
revision to May, but a small downward revision to April. Capacity utilization fell to 77.9% from 78.1% in May. Utilities 
output fell by 3.6% in June after a 2.4% gain in May, with electricity production down 3.9% and natural gas production 
down 2.0%. The Federal Reserve noted that milder-than-normal temperatures reduced air conditioner usage. 
Manufacturing production rose by 0.4% in June, with vehicle production up 2.9%. Excluding that surge, manufacturing 
production would have been up only 0.2% and overall industrial production would have been down 0.2%. Mining 
production rose by 0.2% in June after a 0.2% gain in May and a 2.6% jump in April. That string could be broken in July, 
when the effects of Hurricane Barry, which hit the Gulf Coast on July 13, should be visible.  

– The pace of housing starts fell by 0.9% to a 1.253 million seasonally adjusted annual rate in June, slightly below 
expectations for a 1.260 million rate, data reported by the Department of Commerce Wednesday morning indicated. 
Single-family housing starts rose by 3.5% in June after a 5.1% decline in the previous month, while multi-family starts 
were down 9.2% in June, based on an MNI calculation. However, the share of total starts represented by multi-family 
units still rose to 32.4% in June from 27.6% a year ago, while the share of single-family starts has slowed to 67.6% from 
72.4% over that same period. Affordability and supply are key issues. Housing starts increased 31.3% in the Northeast 
and 27.1% in the Midwest, but starts in the relatively larger South and West region slipped. Building permits fell 6.1% in 
the month to a 1.220 million rate after a 0.7% increase to 1.299 million in May. Single-family permits rose by 0.4% to an 
813,000 annual rate, while multi-family permits declined by 16.8%. Homes permitted but not started were down 4.6% in 
June, suggesting housing starts could decrease further in the near future. Homes under construction were up in June, 
but completions were down 4.8%, indicating a potential reduction in new home supply in the coming months. The second 
quarter average for starts, at 1.263 million, was well above the first quarter average of 1.213 million after revisions are 
included. The second quarter average for permits was 1.270 million, below the 1.297 million first quarter average. 

UK 

– The yield on 10-year Gilts fell to 0.7340% at the end of last week from 0.8350% the week before as investors moved into 
risk adverse assets on rising concerns about the economic outlook due to Brexit and the global economy.    

– UK regular wage growth accelerated to its fastest pace since the financial crisis, even as the jobs market showed signs 
of softness in the three months to May. Wage growth far outpaced expectations in the three months to May, with wages, 
excluding bonuses, rising by an annual rate of 3.6%, matching the fastest pace since the three months to July 2008 (last 
higher 4.0% in June '08). Service sector wages led the way higher, despite growing signs of weakness in the UK's 
economic engine. Regular pay in the sector grew by an annual rate of 3.7%, the quickest pace since October 2008. Real 
wage growth was more subdued, with total wages rising by 1.4%, up from 1.3% in the previous three months. Excluding 
bonuses, real wages rose by 1.7%, the fastest rate since October 2015. Bonuses growth accelerated modestly, to an 
annual rate of 2.4%, confounding Bank of England expectations of a slowdown. However, the annual pace of growth 
remains well below the average pace of above 4% recorded over the past year. Employment rose by 28,000, the slowest 
pace since the three months to August 2015, while the employment rate fell for the first time since the three months to 
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August last year. However, the unemployment rate remained at 3.8%, matching the lowest level since 1974, and below 
the Bank of England's forecast of 3.9%. But vacancies fell for the fifth-straight overlapping period to a 12-month low, 
albeit sitting at a still-healthy 827,000. 

– UK consumers appeared undaunted by Brexit uncertainty last month, as retail sales far outpaced expectations. Sales 
volumes jumped by 1.0% between May and June, well above the median forecast of a 0.3% decline, lifted by a 3.2% 
gain in "Other Store" sales, which includes charity shops and auction houses. Every major retailing sector recorded 
growth last month, with the exception of department stores, which declined for a record-long sixth consecutive month. 
May sales were revised downward by 0.1pp to record a 0.6% fall, but second quarter volumes rose by 0.7%, leaving 
retail sales poised to add 0.04 percentage points to second quarter gross domestic product. Non-store retailing, largely 
composed of internet sales, rose by 0.7% in June, but online transactions declined to a seasonally-adjusted 18.9% of 
total sales from a record-high 19.3% in May. Retail price inflation accelerated to an annual rate of 0.6% from 0.4% in 
May, but remained well below the above-2% pace recorded over the first half of 2018. 

– CPI remained at the Bank of England's target, but pipeline inflation fell markedly in June and London house prices 
plunged in May. CPI steadied at the Bank of England's 2.0% target, in line with expectations, although core inflation rose 
by 0.1 percentage point to 1.8%, lifted by less-aggressive 2019 discounting of clothing and footwear. But producer prices 
fell dramatically, with input PPI falling by 0.3%, the biggest annual fall since June 2016. Output PPI rose by an annual 
rate of 1.6%, the slowest pace since September 2016. Crude oil prices and petroleum products kept pipeline inflation in 
check, but core producer inflation eased to 1.7% from 2.0% in May, also the smallest rise since September 2016. London 
house prices confounded anecdotal evidence of a recovery, slumping by an annual rate of 4.4% in May, the largest fall 
since August 2009. Prices in the capital have now fallen by 6.4% since peaking in July 2017, knocking Stg31,000 off the 
price of an average home.  The benign inflationary pressures raise further questions over suggestions from Bank of 
England leaders of a medium-term rate hike. 

– UK government borrowing soared in June, largely lifted by increased payments on index-linked debt. Borrowing jumped 
to Stg7.152 billion last month, far outpacing the median forecast, from Stg3.332 billion a year earlier. Interest payments 
on index-linked debt ballooned by 42.2% over June 2018, due to fluctuations in the RPI. Corporate tax receipts continue 
to disappoint, falling by 1.0% in June, the worst June performance since 2013. Value-Added Tax receipts were also 
weak, rising by 1.2% in June to Stg12.8 billion, the slowest pace since June 2009. Year-to-date borrowing surged by 
33.2% to Stg17.9 billion and the Office for Budget Responsibility has warned of a more dramatic increase in the event of 
a no-deal Brexit. Borrowing in 2018/19 was revised slightly lower to Stg23.5 billion from the Stg24.0 billion reported last 
month. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds fell to -0.3240% last Friday from -0.2100% the previous week, as investors 
became more risk-averse due to concerns about the economic outlook.  

– The Eurozone trade surplus widened to 23.0 billion euros in May this year from 16.9 billion euro in the same month last 
year and was well above expectations for a surplus of 16.3 billion. Exports increased 7.1% in May from a year earlier 
while import growth was slower at 4.2%.  

– The ZEW indicator of analysts’ sentiment on the Eurozone economy fell 0.1 point to -20.3 in July, a slightly smaller drop 
than expected. Nevertheless, the July reading was the lowest since January. In July, 51.1% of surveyed analysts 
expected no change in the Eurozone economy over the next six months while 34.6% expected it to worsen and only 
14.3% predicted an improvement. The indicator for analysts’ views on current economic conditions dropped 6.9 points in 
July to -10.6. 

– Eurozone construction output rose 2.0% in May from a year earlier after a downwardly revised 3.1% gain in April. 
Production growth slowed in building activity (2.0% vs. 2.7%) and civil engineering work (2.3% vs. 3.5%). Among the 
Eurozone's largest economies, German construction activity slowed sharply to a 0.1% rise from the 5.5% gain the month 
before, while Spain's construction output was unchanged after a 2.2% rise in April. France's construction output rose 4 
percent after a 2.2% decline in April. On a monthly basis, construction output fell 0.3% in May, the third consecutive 
monthly decline.  

Japan 

– The yield on 10-year Japanese Government Bonds fell slightly to -0.1320% from -0.1140% a week earlier, as investors 
continued to invest in risk-adverse assets on stock market concerns.  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. 

– Japan's exports fell for the seventh straight month in June, down 6.7% from a year earlier following the 7.8% y/y 
decrease in May. The drop was larger than the 5.3% decrease expected. Imports fell 5.2% y/y in June, following May's 
1.5% y/y fall. The drop was worse than expectations for a 0.6% decline. June's trade balance showed a surplus of 
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Y589.5 billion, compared with the Y967.1 deficit reported in May. Exports to China and the European Union plunged 
10.1% and 6.7% respectively, compared with falls of 9.7% and 7.1% last month. Exports to the U.S. increased 4.8%, 
accelerating from the 3.3% growth seen in May. Imports from both China and the US slid further -- decreasing 5.3% and 
2.5%, respectively, compared with 0.9% and 1.6% drops in May. Imports from the EU were down 3.7% in June, a sharp 
reversal from the 8.7% gain the previous month. 

– June core consumer price index (excluding fresh food) slowed for a third straight month to 0.6% y/y in June, following 
0.8% y/y growth in May and 0.9% growth in April. Overall CPI rose 0.7% y/y in June, unchanged from the previous 
month. The underlying inflation rate, measured by the core-core CPI (excluding fresh food and energy) grew 0.5% y/y, 
the same rate as in May. Energy cost growth eased to 1.2% y/y from 3.7% y/y in the previous month, with its contribution 
to overall CPI down to 0.09 percentage point from 0.29 percentage point, leading the slowdown in the index. Price 
growth for household durable goods slid to 5.1% y/y in June from previous 7.8% y/y. Prices for food ex-perishables rose 
1.2% y/y, following May's 1.0% increase, while prices for accommodations rose 2.1% in June after a 0.2% drop in May. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 


