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Weekly market watch  
 
As at Friday September 13, 2019 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  27,352.69 661.93 5.83% 0.24% 
India  BSE 30 37,384.99 740.57 3.65% -0.88% 
Japan  Nikkei  21,988.29 788.72 9.86% -4.79% 
Singapore  STI  3,211.49 67.01 4.65% 1.58% 
South Korea  KOSPI  2,049.20 60.67 0.40% -10.24% 
Taiwan  WSE 10,827.55 70.62 11.31% 0.94% 
Shanghai     COMPOSITE 3,031.24 45.37 21.55% 12.83% 
Europe 
France  CAC  5,655.46 51.47 19.55% 6.14% 
Germany  DAX  12,468.53 276.80 18.08% 3.43% 
Italy  FTSE MIB  22,181.41 234.08 21.05% 6.41% 
Russia  RTSI  1,368.93 28.41 28.09% 26.22% 
UK FTSE 100  7,367.46 85.12 9.50% 1.18% 
Americas 
Brazil  IBOV  103,501.20 565.77 17.77% 38.58% 
Mexico  IPC  42,841.46 133.80 2.88% -13.79% 
Nasdaq  CCMP  8,176.71 73.64 23.23% 2.03% 
US  S&P 500  3,007.39 28.68 19.97% 3.55% 
US   DOW  27,219.52 422.06 16.68% 4.11% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  0.7620 0.5060 0.4940 1.5040 
10 Year OAT -0.1690 -0.3380 -0.3150 0.7340 
10 Year Bund  -0.4490 -0.6380 -0.6090 0.4230 
10 Year Japan -0.1530 -0.2370 -0.2330 0.1120 
10 Year Treasuries  1.8958 1.5602 1.7035 2.9700 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  

US  5.25 5.50 5.00 
Canada  3.95 3.95 3.70 
Japan  1.48 1.48 1.48 
Britain  0.75 0.75 0.75 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.00 1.50 1.50 
Hong Kong  5.38 5.38 5.25 

% change is for indication only; local currency except where stated. 
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Equity Markets 
US 

– U.S. stocks rose for the third consecutive week to just below their all-time highs posted in July on signs of an easing of 
trade tensions between the U.S. and China reduced fears of a near-term recession. The Dow Jones Industrial Average 
rose 0.14% on Friday and 1.57% for the week to close at 27,219.52. The S&P 500 index fell 0.07% on Friday but rose 
0.96% on the week to 3,007.39. The Nasdaq Composite fell 0.22% on Friday but rose 0.91% for the week to close at 
8,176.71.   

– U.S. President Donald Trump said Thursday he would consider an “interim deal” in the trade conflict in which China 
would buy US farm goods and the US would postpone, or even scale back, some of the tariff increases set to take effect 
later this year. But he made clear he would prefer a complete deal. “I’d rather get the whole deal done,” Trump told 
reporters at the White House. “I see a lot of analysts are saying an interim deal, meaning we’ll do pieces of it, the easy 
ones first. But there’s no easy or hard. There’s a deal or there’s not a deal. On Wednesday, Trump agreed to postpone 
the planned increase in tariffs on $250 billion of Chinese imports for two weeks to avoid China’s October 1 National Day 
holiday, on which the country will celebrate the 70th anniversary of the founding of the People’s Republic. China 
welcomed the move as a gesture of “goodwill.”  The increase in the tariff rate to 30% from 25% will now take effect 
October 15. On Friday, China upped the ante, exempting some U.S. agriculture products – including soybeans and pork 
-- from its import tariffs.  The U.S. Department of Agriculture confirmed that China had bought 204,000 tons of U.S. 
soybeans, its largest purchase in months. Chief Chinese trade negotiation Liu He, U.S. Trade Representative Robert 
Lighthizer and U.S Treasury Secretary Steven Mnuchin are expected to hold a face-to-face meeting the second week of 
October in Washington, raising the possibility of a deal before the delayed tariff hike takes place. Liu told the U.S.-China 
Business Council in a meeting Thursday that the agenda for the next high-level trade talks would be the “trade balance, 
market entry and investor protection”, after a Wall Street Journal report that the Chinese were trying to narrow the 
agenda to avoid controversial topics such a national security.  Deputy trade officials will meet this week to pave the way 
for the meeting in October, Liu said. Politico reported that some U.S. officials are worried about the impact on consumer 
spending – the mainstay of the U.S. economy -- from the new US tariffs of 15% on about $160 billion of Chinese imports 
– including smartphones and consumer electronics – will go into effect on December 15, absent a trade deal to remove 
the levy 

– President Trump called on the Federal Reserve to cut its interest rates to zero or below to help boost the U.S. economy. 
The Federal Reserve is due to meet on Tuesday and Wednesday this week and is widely expected to cut interest rates 
by 25 basis points for the second meeting in a row, bringing its federal funds rate target down to 1.75% to 2%.  “The 
Federal Reserve should get our interest rates down to ZERO, or less, and we should then start to refinance our debt.  
INTEREST COST COULD BE BROUGHT WAY DOWN, while at the same time substantially lengthening the term” 
Trump tweeted. “We have the great currency, power, and balance sheet … The USA should always be paying … the 
lowest rate.  No Inflation!” 

– Pressure mounted last week on WeWork to significantly modify or withdraw its initial public offering given rising 
resistance among investors.  The company late last week made changes in its governance structure to reduce the voting 
power of co-founder Adam Neumann, removed his wife Rebekah from the selection process of his successor in the 
event of his death and add a new lead independent board member. Analysts now say the company may be valued at 
less than $15 billion, down from $20 billion a week ago and less than half its $47 billion valuation in its last funding round 
earlier this year from Japan’s SoftBank, which reportedly asked WeWork to delay the deal. However, in addition to the 
aim of raising $3 billion directly from the IPO, the company had arranged a loan worth $6 billion that is contingent on the 
initial offering. Banks working with WeWork were concerned about overvaluing the IPO, given the sharp declines in stock 
prices of the Lyft and Uber since their debuts earlier this year.  The two ride hailing companies, like WeWork, make 
heavy losses now and have no clear plans to reach profitability.   

– The operating model of both Uber and Lyft suffered another blow on Tuesday, when the California State Senate 
approved Assembly Bill 5, which would reclassify drivers for the two ride-hailing companies as employees, requiring the 
companies to provide the drivers benefits and limit their working hours. Drivers were previously independent contractors, 
with no benefits. Analysts said the new law could add 30% to Uber and Lyft costs in the state. The companies vowed to 
fight the new law, arguing that drivers were not part of their core business as technology platforms. The California 
Assembly gave its final approval to the bill on Wednesday and Governor Gavin Newsom is expected to sign the bill into 
law soon. The new law would take effect January 1 next year.  

– Shares in SmileClubDirect fell 28% in the company’s stock market debut on Thursday, raising further questions about the 
market’s appetite for loss-making startups.  The company had gone to market at stock price of $23 per share, above 
market expectations, but fell to $16.67 per share, implying that the company’s valuation fell from $8.9 billion to $6.5 
billion. SmileClubDirect sells teeth straightening devices directly to consumers. The company claims that its products are 
60% cheaper and take half the time to straighten teeth than do traditional orthodontist-prescribed braces. 
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– Apple introduced a new line of products last week, with aggressive pricing on its new service offerings. The TV+ video 
streaming service will be priced at only $4.99 per month each, well below rivals. The price of Netflix, the market leader, is 
$12.99 per month. Apple’s price is also below that of Disney’s new streaming service, which it plans to launch this 
autumn at about the same time as TV+.  The company also introduced new iPhone, iPad and Apple Watch models, 
including both lower-cost and premium-priced units. The top end iPhone will now retail for $1,449.  Apple’s stock price 
rose on the news, with its market capitalization rising above $1 trillion again.  

– Alibaba founder Jack Ma retired as executive chairman of the company on Tuesday, its 20th anniversary, the first right of 
succession of a large Chinese tech company.  Ma turned over the reins of China’s most valuable public tech company to 
soft-spoken former accountant Daniel Zhang.  Company investors showed no concerns, with its stock price up almost 
10% this year. The departure of Ma, 55, is in contrast to Chinese tech peers Tencent and Baidu, which are still run by 
their founders, Pony Ma and Robin Li, respectively.  

– Attorneys general from 50 U.S. states and territories launched an investigation last week into Google’s dominance in 
online search and advertising. Eight of the states have also launched investigations into Facebook. Google is also under 
investigation by the U.S. Department of Justice, which has demanded that the company turn over records from a 
previous investigation by the Federal Trade Commission in 2013.  The FTC decided not to take action against the 
company.  

– Pacific Gas & Electric (PG&E) said Friday it had reached an $11 billion settlement with insurance companies over its role 
in a series of wildfires that swept through northern California in 2017 and 2017 and forced it into bankruptcy earlier this 
year.  The settlement was below the $20 billion that a group of insurance companies – including AIG, Allianz, Allstate, 
and Farmers Insurance Exchange – had sought, causing the utility’s stock price to rise 10% in a relief rally.  

– Ford Motor Company’s credit rating was cut to junk by Moody’s Investors Service, which cited weak earnings amid the 
company’s costly restructuring plan.  Ford has about $100 billion in debt worldwide.  Ford will take a charge of $11 billion 
for its restructuring, which includes layoffs and plant closures in Europe and cuts in salaried staff worldwide. Ford 
recently formed an alliance with German carmaker Volkswagen to share development costs of electric vehicles. Shares 
in Ford fell on the downgrade news after having risen 25% so far this year.  

UK

– The FTSE 100 rose 0.31% on Friday and 1.17% on the week to close at 7,367.46 on an easing of recession risks after 
the European Central Bank eased policy on Thursday.  

– The outlook for Brexit remains unclear after UK Prime Minister Boris Johnson suffered several new setbacks last week. 
On Monday, Parliament rejected for the second time in a week his plan for a snap election. The opposition is unwilling to 
consider a new election until it is clear that Johnson will abide by the Parliament’s vote last week that he not engage in a 
not deal Brexit on October 31, but either conclude a transition deal with the European Union that Parliament will approve 
or ask for a decline in the deadline until at least the end of January next year.  Johnson redoubled his efforts to 
renegotiate the transition deal with the EU before the EU leaders’ summit on October 17-18 and the Financial Times 
reported that there had been some progress on a transition deal on Friday and that talks would continue this week. The 
key stumbling block is the ‘backstop” provision in the deal former prime minister Theresa May negotiated that would 
prevent a hard border from being erected between Northern Ireland, a part of the UK, and the Republic of Ireland, part of 
the EU, by keeping the UK in a customs union with the EU for an indefinite period. In another defeat for Johnson, the 
Scottish high court ruled that decision to prorogate Parliament – forcing it to close until October 14 – was unlawful 
because its sole purpose was for him to push his own Brexit plans. The Scottish court decision will be reviewed by the 
UK high court this week and could force Johnson to call the Parliament back into session immediately.  The government 
was forced to release on Wednesday the details of Project Yellowhammer, a document created by the Cabinet Office 
that lays out the extensive costs of a no-deal Brexit.  The opposition seized on the report as evidence of why the country 
should reject a no-deal Brexit, while a new poll showed that nearly three-quarters of Brexit supporters didn’t believe the 
report.  

– The board of the London Stock Exchange announced Friday that it had flatly rejected the Hong Kong stock exchange’s 
unsolicited 32 billion pound takeover offer made on Wednesday. “The board unanimously rejects the conditional proposal 
and, given its fundamental flaws, sees no merit in further engagement,” it said. HKEX vowed to press ahead with the 
offer, arguing that the LSE board had not properly considered it. It may also sweeten the deal, the Financial Times 
reported. HKEX said it hoped the deal would combine “the largest and most significant financial centres in Asia and 
Europe”. The LSE was concerned about its deal’s structure and the political risks attached to the Hong Kong firm, the 
Financial Times said. HKEX’s political connections with China are of particular concern and it is unlikely the UK 
government would welcome a deal in which the LSE would be owned by a company controlled by Beijing. The Hong 
Kong government, which owns 6% of HKEX, appoints 6 of the exchange’s 13 directors, while the chairman is selected by 
the Hong Kong chief executive, whom Beijing appoints. The recent pressure applied by Beijing on Hong Kong airline 
Cathay Pacific to reject any connection whatsoever with anti-government protests in Hong Kong was likely seen as an 
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example of how China could try to influence the LSE. The London exchange, for its part, said it was committed to its 
previous $27 billion deal to buy data and trading platform Refinitiv. HKEX shares fell on news of the proposed deal.  

– British Airways has taken the precautionary step of cancelling the vast majority of its flights on September 27 in 
anticipation of another strike by its pilots.  The move came after the airline and its pilots’ union did not restart wage 
negotiations after the 48 hour strike last Monday and Tuesday. That walkout forced the airline to cancel all 1,700 flights 
during those two days, affecting 195,000 passengers. The airline said each day that pilots go on strike cost it 40 million 
pounds. BA has offered pilots an 11.5% raise over a three-year contract but pilots want a profit-sharing scheme.  

– Lloyds Banking Group and Barclays revealed last week that they would have to pay billions of pounds in charges to 
settle last-minute compensation claims for mis-selling of payment protection insurance, bringing the total cost of the 
scandal to 50 billion pounds.  Lloyds said it would have to set aside 1.2-1.8 billion pounds to settle PPI claims, while 
Barclays said it would have to pay an extra 1.2-1.6 billion pounds.  

Europe (ex. UK) 

– On the continent, the Eurofirst 300 rose 0.23% on Friday and % o1.01n the week to 1,537.85 after the European Central 
Bank announced aggressive monetary policy easing steps on Thursday.    

– Google announced on Thursday that it had reached a 1 billion euro tax settlement with the French government, including 
a 500 million euro fine and a 465 million euro tax adjustment.  The settlement ends the French government’s four-year 
investigation of the company for allegedly rerouting profits to lower-tax European countries to avoid higher French taxes.   

– Shares in French rail group Alstom fell sharply on Thursday after conglomerate Bouygues, its largest shareholder, half its 
holdings – about 13% of the company’s stock – to institutional investors. The shares were worth just over 1 billion euros. 
Bouygues remains Alstom’s largest shareholder, with a stake of just under 15%. Bouygues did not disclose the reason 
for its sale, but it did express disappointment the European Union competition authority blocked in February the merger 
of Alstom with the rail unit of Germany’s Siemens, which it had supported.  

– Belgian brewer Anheuser-Busch InBev said Thursday it had revived its plan to list its Asian business on the Hong Kong 
stock exchange only two months after pulling back amid signs of lukewarm investor interest. The IPO is due to take place 
before the end of the month and will be one of the year’s largest listings. The Asia business is now smaller than when AB 
InBev first applied for an IPO in May, after the company sold its Australian operations to Japanese brewer Asahi in July 
for $11 billion. The Asian business is now very much concentrated on China. The proceeds of the listing, expected to be 
about $5 billion, will be used to reduce the company’s high debt level.  

– South African firm Naspers floated a new company, Prosus, on the Dutch stock exchange on Wednesday that will 
contain all its internet assets, including its 31% stake in Chinese tech giant Tencent.  The company is valued at about 
120 billion euros.  The company’s stock price rose on its debut. Naspers retains about 73% of Prosus, which is now 
Europe’s largest consumer internet company.  

Japan 

– The Nikkei 225 index rose 1.05% on Friday and 3.72% for the week to 21,998.29, a four-week high on hopes for 
breakthrough in U.S.-China trade negotiations and an easing of recession worries after the European Central Bank 
announced aggressive monetary easing measures on Thursday.  Tokyo markets will be closed on Monday for a public 
holiday.  

– The trade dispute between Japan and South Korea escalating further last week, after South Korea announced that it had 
filed a complaint with the World Trade Organization over Japan’s trade practices, arguing that the removal in July of 
preferential trade status for three chemicals critical to South Korean semiconductor manufacturing violated WTO rules 
regulating trade actions for political purposes. Japan argued the restrictions were imposed for security issues. The week 
before, tensions eased somewhat, after Japan approved the first shipment of hydrogen fluoride, used in the production of 
semiconductors, to South Korea since Japan tightened export controls in July.. Both countries have removed the other 
from their respective “white lists” of countries given preferential trade treatment. Japan’s move to restrict exports to South 
Korea came following 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. 

– Nissan Motor Co. CEO Hiroto Saikawa was removed by the company’s board on Monday after an internal investigation 
found that he had received improper compensation. Yasuhiro Yamauchi, chief operating officer, will take over as interim 
CEO.  The company said it would find a permanent replacement by the end of October.  The new CEO must implement 
a turnaround plan for the company, whose results last fiscal year were the weakest in a decade, as well as repair 
relations with French partner Renault. Shares in Nissan rose 4% on the news.  
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– Japanese billionaire Yusaku Maezawa will sell a majority stake in his Zozotown internet fashion company to Yahoo 
Japan for $3.7 billion. Yahoo Japan is trying to expand its online business to compete with Amazon. Yahoo Japan said 
Thursday it will launch an offer to buy up to 50.1% of Zozo shares, including the 30% stake that Maezawa will sell them 
directly for $2.2 billion. The share price of Zozo rose sharply on the news.  

Asia-Pacific (ex. Japan)  

– Mainland China's Shanghai Composite Index rose 0.75% on Thursday and 1.05% in the holiday shortened week to 
3,031.24, its best weekly gain in two months, on signs that U.S. and Chinese negotiators could reach an “interim” trade 
deal as early as next month.  Mainland markets were closed Friday for the Mid-Autumn Festival holiday.  

– Hong Kong's Hang Seng index rose 0.98% on Friday and 2.48% on the week to a six-week high of 27,352..69. The index 
is up 6.3% in the first two weeks of the month on an inflow of money from mainland investors and rising hopes for an 
easing of U.S.-China trade tensions.  

– Taiwan's Taiex rose 0.34% on Thursday and 0.44% on the week to 10,827.55, supported by signs of an easing in U.S.-
China trade tensions. The market was closed Friday for the Mid-Autumn Festival holiday.  

– South Korea's Kospi rose 0.84% on Wednesday, the sixth straight daily gain, and 1.99% in the holiday shortened week 
to close to 2,049.20 on expectations that the European Central Bank would ease policy at its meeting Thursday and 
hopes for an easing to U.S.-China trade tensions. South Korean markets were closed Thursday and Friday for the 
Chuseok holiday, the Korean autumn harvest festival.   

– The Singapore Straits Times Index rose 0.52% on Friday and 2.13% for the week to close at 3,211.49 on hopes for an 
easing of trade tensions between the U.S. and China.  

Emerging Markets  

– Brazil's Bovespa fell 0.83% on Friday after Brazilian President Jair Bolsonaro called Economy Minister Paulo Guedes in 
the hospital to express his opposition to a new financial transactions tax.  But the index still rose 0.55% on the week, to 
103,501.18, on rising expectations of a Federal Reserve rate cut next week and signs of an easing of U.S.-China trade 
tensions.   

– Mexico's IPC fell 0.40% on Friday, pushing the index up 0.31% on the week to 42,841.46 after the Mexican government 
bailed out struggling national oil company Pemex last week, using $5 billion of federal treasury funds to settle upcoming 
debt payments in an attempt to avoid the company’s credit rating from being downgraded to junk status.  Analysts 
warned the rescue was not enough to fix the cash flow and production problems of the company.  

– India's BSE 30 rose 0.76% on Friday, led by auto and banks stocks, and rose 1.09% on the week to 37,384.99 on hopes 
that the U.S. and China could reach a deal to ease their trade conflict. 

– Russia's RSTI rose 0.58% on Friday and 2.12% for the week to close at 1,368.93, even though the price for oil, Russia’s 
largest export, fell during the week.  

Alternative Assets 

– Oil futures prices fell on Friday and on the week on worries about higher oil supply would weigh on prices even as 
weakening global growth holds down demand. October West Texas Intermediate (WTI) crude fell 0.4% on Friday to 
$54.85 per barrel, with prices down about 3% on the week. The November Brent crude contract on London’s ICE Futures 
Exchange closed the trading period at $60.22 a barrel, down 0.3% on Friday and 2.1% on the week. 

– Gold futures prices fell on Friday, pulling prices down for the week, as investors moved into riskier assets after the 
European Central Bank announced an aggressive easing of its monetary policy and amid signs of an easing in U.S.-
China trade tensions.  December gold futures fell 0.5% on Friday to $1,499.50, leaving the yellow metal down 1.1% on 
the week.   

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries rose to 1.8958% on Friday from 1.5602% at the close of the previous week, 
the largest weekly gain since June 2013 on optimism on U.S growth and an easing U.S.-China trade tensions.  

– The value of retail sales rose 0.4% in August, well above the 0.2% gain expected by markets. This followed an 
upwardly revised 0.8% in the previous month, according to data released Friday by the Commerce Department. 
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Excluding motor vehicles, retail sales were unchanged after rising 1.0% in July. The year-over-year rate for retail 
sales excluding motor vehicle, however, increased by 3.5%. Control group sales excluding motor vehicle, gasoline 
station, and building material sales) was flat, as well. Gasoline station sales declined by 0.9% and motor vehicle 
sales accelerated to1.8%. Outside of those two more volatile categories, retail trade sales were still up by 0.6%. 
Nonstore retailers, referring to online stores and mail-order purchases, jumped by 1.6% in August, suggesting 
strong e-commerce shopping. Building material and garden equipment sales also increased, moving to 1.4% 
growth from a 1.0% increase in July. This jump speaks to the unmet demand for housing in the U.S. market and 
implies more construction in future months. Food services & drinking places reported a sizeable decline of 1.2% in 
August as opposed to the steady 0.6% growth seen in July. 

– The August consumer price index was slightly stronger than expected though energy prices were a drag on 
headline inflation, data released Thursday by the Bureau of Labor Statistics showed. Overall CPI slowed to a 0.1% 
gain, in line with market expectations. Core prices rose 0.3%, coming in above a market median which had called 
for a 0.2% increase. Year/year core prices rose to 2.4% following a 2.2% reading in July, the highest since July 
2018. The year/year rate slowed moderately to 1.7% from the 1.8% gain posted in July. Excluding only energy, the 
year/year rate was 2.3%, reflecting weakness in August energy prices. The major core components saw 
widespread increases. The medical care index rose 0.7% and was the largest contributor to the August increase in 
core CPI. The large owners' equivalent rent category increased 0.2%, bringing the year/year rate up to 3.3%. 
Recreation prices rose for the first time in two months, climbing 0.5% after a flat reading in July. Used vehicle also 
prices jumped 1.1%. New vehicle prices, however, declined for a second consecutive month by -0.1%. Energy 
prices plummeted by 1.9% in August following a 1.3% increase in July. Gasoline prices lead the decline, falling 
3.5%, as expected based on negative data from the August AAA and PPI reports. Electricity prices also fell, 
decreasing by 0.3%, but gas utilities prices bounced back from a disappointing July, increasing by 0.1% after a 
1.8% decline. Excluding only energy, CPI was up 0.2%. Food prices posted a third consecutive flat reading in 
August, with the declining costs of fresh produce, meats and eggs offsetting a large increase in dairy prices. 
Excluding only food, CPI would still have been up 0.1%. Apparel prices slowed by 0.2% in August, but new U.S. 
tariffs now target Chinese-made consumer goods, threatening push up consumer costs in the near future. 

UK 

– The yield on 10-year Gilts rose to 0.7620% at the end of last week from 0.5060% the week before as investors moved 
into riskier assets based on strong economic data and the European Central Bank’s policy easing. 

– UK gross domestic product rose by a much-higher-than-expected 0.3% in July, powered by a rebound in the service 
sector, according to data released by the Office for National Statistics on Monday. July GDP growth exceeded the 0.1% 
expansion forecast by City economists, although total output was unchanged over the three months to July, after 
contracting by 0.2% in the second quarter. The service sector expanded by 0.3% in July, the best performance since 
November of 2018, with much of the strength stemming from capital equipment rental and leasing. Administration and 
Support services, which included rental and leasing activity, rose by 1.6% between June and July, the biggest increase 
since May of 2017. Financial services rose 0.1% in the three months to July, the first increase since the three months to 
April of 2017. The subsector rose by 0.1% in July, the third consecutive month without a decline, after falling for 14 
straight months between March of 2018 and April of 2019. The second quarter trade deficit was revised to 6.874 billion, 
from the originally-reported gap of Stg4.272 billion, suggesting that trade will provide less of a boost to later iterations of 
GDP. Net trade added a record-high 3.5 percentage points to growth in the first release of Q2 GDP. June trade was 
revised to a deficit of Stg132 million, a sharp deterioration from originally reported Stg1.78 billion surplus, billed last 
month as a record high. 

– Wage growth continued to accelerate in the three months to July, reaching its fastest pace since the financial crisis, while 
employment growth slowed modestly, according to UK employment data published Tuesday by the Office for National 
Statistics. Total wages surged by 4.0%, the fastest pace since the three months to May of 2008. Bank of England 
policymakers noted a steadying of pay growth in August, and the latest data could be an unwelcome surprise ahead of 
their meeting next week. Pay growth was strong across the board, particularly in financial service, where wages rose by 
5.3%, the fastest pace since the three months to August 2011. Despite a 7.7% rise in bonuses over the latest three 
months (concentrated in the month of July), regular wage growth lagged, rising by 3.8%, down from 3.9% in the second 
quarter. Real total wages increased by an annual rate of 2.1%, the fastest pace since Q3 2015, but with inflation likely to 
rise following the recent slump in sterling, real wage growth may falter in months to come.  Employment growth slowed to 
a below-trend pace, rising by just 31,000, down from a 115,000 gain in the second quarter. The was enough to push the 
unemployment rate down to 3.8% from 3.9% in Q2, still above Bank of England staff forecast of a fall to 3.7%. The total 
employed fell in the three months to July for the first decline since the three months to October 2017, albeit to a still 
elevated 32.777 million. 
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Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to -0.4490% last Friday from -0.6380% the previous week, on an 
improvement in the outlook for European growth after the European Central Bank’s policy easing.  

– The European Central Bank said it will cut its deposit facility rate by 10 basis points to -0.5% and will launch a fresh 
round of quantitative easing from Nov. 1, buying bonds at a monthly pace of 20 billion euros "for as long as necessary to 
reinforce the accommodative impact of its policy rates, and to end shortly before it starts raising the key ECB interest 
rates." The Governing Council said it now expects rates to remain "at their present or lower levels until it has seen the 
inflation outlook robustly converge to a level sufficiently close to, but below, 2% within its projection horizon, and such 
convergence has been consistently reflected in underlying inflation dynamics." Terms of the most recent round of cheap 
loans to banks via targeted longer-term refinancing operations (TLTROs), announced in June, were also softened, with 
their rate cut to the average life of the main refinancing operations over the loans' lives. Their maturities will be extended 
from two to three years." A two tier system for reserve remuneration of the banks was also announced. There was no 
change to the ECB's policy on the reinvestments of the principal payments from maturing securities, which will continue 
"for an extended period of time past the date when the Governing Council starts raising the key ECB interest rates, and 
in any case for as long as necessary to maintain favorable liquidity conditions and an ample degree of monetary 
accommodation."  

– Eurozone Industrial production fell 2.0% in July from a year earlier, following a 2.4 drop in June. The July decline was 
larger than market expectations for a .3 percent drop. Industrial output has declined for nine consecutive months.  Output 
fell 0.4% in July from a month earlier, the fourth decline in the last five months but below the 1.4% drop in June.  

– The Eurozone trade surplus widened to 24.8 billion euros in July, well above market expectations for a 17.4 billion euro 
surplus and the 16.9 billion euro surplus in July 2018, The July reading was the largest trade surplus since March last 
year.  Exports rose 6.2% in July from a year earlier, while imports increased 2.3%.  

Japan 

– The yield on 10-year Japanese Government Bonds rose to -0.1530% from -0.2370% a week earlier, as investors desire 
to buy risk-adverse assets rose on a reduction of global slowdown concerns and signs of an easing in U.S.-China trade 
tensions.  

– Unless financial market volatility picks up in coming days, the Bank of Japan is set to keep monetary policy unchanged 
this week -- and it doesn't expect sharp market swings unless the U.S. Federal Reserve deviates significantly from an 
expected 25bps rate cut when it announces its rate decision on Wednesday. BOJ policymakers see no immediate need 
for further easing, as domestic demand continues to underpin the economy, although they accept there are growing and 
accumulating downside risks to both activity and prices. The BOJ will study several policy options at its 2-day policy 
meeting that ends Sept 19, including how best to deal with any excessive yen appreciation following any larger-than-
expected Fed cut. 

– Japan's economy grew at a slower pace than initially estimated in the April-June quarter, with business investment 
weaker than first estimated, according to revised (second preliminary) data released by the Cabinet Office on Monday 
The economy rose 0.3% on quarter, or an annualized 1.3%, in Q2, thanks to strong private consumption and public 
investment. That was a downward revision from the preliminary estimate of +0.4% and 1.8%, respectively, in line with 
expectations. The downward revision came mainly from lower capital investment, revised down to a 0.2% gain from a 
preliminary +1.5%. There was a 0.2% fall in Q1. Private consumption, which accounts for about 60% of GDP, was 
unrevised at +0.6% on quarter. The contribution of net exports -- exports minus imports -- was also unrevised at -0.3 
percentage point. Japan's economy is expected to remain solid for the third quarter, thanks to the front-loaded rise in 
demand before the consumption tax hike, although exports are likely to remain weak amid the slowdown in overseas 
economies.-Bank of Japan economists expect capital investment needed to deal with the labor shortage to remain solid 
among non-manufacturers, but they are worried that the heightened uncertainties over the global economy will prompt 
firms to put off implementation plans. The average economist forecast for Q3 GDP growth is annualized at 1.30%, 
according to the latest monthly ESP Survey of 37 economists by the Japan Center for Economic Research conducted 
from July 25 to August 1. 

– Japan's core machinery orders, excluding those for power generation equipment and ships, fell sharply in July due to the 
production fall in the non-manufacturing sector, data from the Cabinet Office released Thursday showed. Core orders 
plunged 6.6% m/m in July, down sharply from last month's 13.9% gain, although outperforming expectations for a 9.9% 
decrease. The plunge was driven by the fall in the non-manufacturing sectors, dropped 15.6% m/m compared with the 
previous 30.5% m/m growth. The three-month moving average of core orders fell for the first time in four months, down 
0.6% in July, following the gains of 3.5% and 0.2% recorded in June and May, respectively. The outlook for July-
September period is for a 6.1% fall, down from the outlook of a 7.5% rise seen in the previous quarter. 



 

 Weekly market watch 8 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
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. 


