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Weekly market watch  
 
As at Friday April 27, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  30280.67 (137.66) 1.21% 22.60% 
India  BSE 30 34969.70 554.12 2.68% 16.45% 
Japan  Nikkei  22467.87 305.63 (1.30%) 16.70% 
Singapore  STI  3577.21 3.83 5.12% 12.80% 
South Korea  KOSPI  2492.40 16.07 1.01% 12.81% 
Taiwan  WSE 10553.43 (225.95) (0.84%) 7.03% 
Shanghai     COMPOSITE 3082.23 10.69 (6.80%) (2.22%) 
Europe 
France  CAC  5483.19 70.36 3.21% 4.01% 
Germany  DAX  12580.87 40.37 (2.61%) 1.10% 
Italy  FTSE MIB  23927.61 98.27 9.49% 16.17% 
Russia  RTSI  1167.12 21.32 1.10% 5.54% 
UK FTSE 100  7502.21 134.04 (2.41%) 3.66% 
Americas 
Brazil  IBOV  86444.66 894.57 13.14% 33.66% 
Mexico  IPC  48284.61 (146.97) (2.17%) (2.34%) 
Nasdaq  CCMP  7119.80 (26.33) 3.13% 17.70% 
US  S&P 500  2669.91 (0.23) (0.14%) 11.77% 
US   DOW  24311.19 (151.75) (1.65%) 15.87% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.4450 1.4790 1.4210 1.0640 
10 Year OAT 0.7960 0.8110 0.7310 0.8290 
10 Year Bund  0.5710 0.5910 0.5040 0.2960 
10 Year Japan 0.0500 0.0550 0.0380 0.0230 
10 Year Treasuries  2.9568 2.9610 2.7753 2.2946 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  4.75 4.25 4.00 
Canada  3.45 3.20 2.70 
Japan  1.48 1.48 1.48 
Britain  0.50 0.25 0.25 
ECB  0.00 0.00 0.00 
Switzerland  0.50 0.50 0.50 
Australia 1.50 1.50 1.50 
Hong Kong  5.25 5.25 5.25 

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

– U.S. stock indices were little changed Friday, resulting in small losses for the week, as a series of mixed corporate 
results and concerns about the looming trade war with China were only partly offset by strong quarterly results from 
some tech firms. A comment from a Caterpillar Inc. executive that the company’s good first quarter results might be the 
“high water mark” for the year weighed on the market. The Dow Jones Industrial Average (DJIA) ended Friday down 
0.0.5% and was down 0.62% for the week at 24,311.19. The S&P 500 rose 0.11% Friday to 2,669.91 and fell 0.01% 
during the week. The tech heavy Nasdaq inched up 0.02% on Friday to 7,119.80 but fell 0.37% for the week.  

– Trade tensions between China and the United States eased somewhat after U.S. President Donald Trump said Tuesday 
he was sending a delegation including Treasury Secretary Steven Mnuchin, U.S. Trade Representative Robert 
Lighthizer, National Economic Council director Larry Kudlow and White House trade adviser Peter Navarro to China on 
May 3 and May 4 to meet with top Chinese officials on trade issues. Trump said that there was a “very good chance” that 
a deal to resolve the conflict could be reached. However, the Wall Street Journal reported Wednesday that the U.S. 
government is now investigating Huawei, China’s largest telecom equipment maker, for possible violations of Iran 
sanctions. Last week, the U.S. government prohibited U.S. companies from supplying semiconductors and software to 
ZTE, China’s second largest telecom equipment maker, for seven years for violating those sanctions.   

– Facebook’s first quarter results reassured investors concerned that the Cambridge Analytica user data scandal would 
hurt its business. Revenues jumped 49% to $11.97 billion, above expectations.  The number of users of the social media 
service rose to 1.45 billion, in line with expectations. Net income jumped 63% to $1.69 a share, above expectations for 
$1.35 a share.  The firm’s stock price jumped on the news.  However, the data scandal hit at the end of the first quarter, 
so it’s unclear what, if any, effect it will have on the firm’s business in the second quarter.  

– Ecommerce giant Amazon reported first quarter profits doubled to $1.6 billion, more than analysts expected. First quarter 
sales rose 43% to $51 billion on strong growth in advertising, cloud computing and subscription revenue.  The company 
also projected second quarter operating income would do at least as well.  

– Intel also reported stronger-than-expected first quarter results, with sales up 9% to $16.1 billion, led by strong demand 
for cloud computing. Profits rose to 93 cents a share, well above analysts’ expectations for 71 cents and the year-ago 
result of 61 cents.  Based on the first quarter outturn, the company raised its full-year profit forecast by $2.5 billion.  

– Not to be outdone, Microsoft also posted better-than-expected earnings in the first quarter, lifted by its cloud computing 
business. The company’s earnings rose to $7.42 billion, or 95 cents a share, well above analysts’ average estimate of 85 
cents a share.  Sales climbed 16% to $26.8 billion.  

– Gross revenues at Alphabet, the parent of Google, rose 26% in the first quarter to $125 billion, while net revenue grew a 
larger-than-expected 24% to $24.9 billion, the company reported Monday.  However, the profit margin shrank to 22% 
from 27% in the first quarter last year, as the company significantly boosted spending to keep up with its growing ad 
business.  

– Caterpillar Inc’s revenues surged 31% in the first quarter to $12.8 billion, well above expectations, on strong demand for 
its heavy construction and mining equipment.  Net income rose to $1.66 billion, a third above analysts’ $1.22 billion 
expectation. The company also sharply raised its earnings outlook for the full year.  

– Ford reported Thursday that its net income rose 9% year-on-year in the first quarter to $1.7 billion, though sales and 
margins fell. The company announced that it would cut back its North American car production to just two models and 
focus on building more profitable SUVs and trucks. The company said it had identified $11.5 billion in additional cost cuts 
by 2020, including a significant reduction in capital spending.  

– General Motors reported that earnings from continuing operations dropped 59% from a year earlier to $1.1 billion, after 
the company took a $942 million charge for its troubled Korean operations and factory shutdowns for model change-
over.  GM’s adjusted profit before interest and taxes stood at $2.6 billion.  

– U.S. airline stocks fell on Thursday after American Airlines and Southwest Airlines warned that their fuel costs would rise 
significantly this year. American lowered its profit forecasts due to an expected $2.3 billion higher fuel bill.  Southwest 
said its fuel costs would rise 10% in the second quarter. Shares in American, Southwest, United and Delta all fell after 
the announcements.  

– Oil-field service giant Halliburton said Monday that adjusted income excluding one-time costs rose to $358 million in the 
first quarter, a sharp improvement from the $32 million loss in the year-earlier period, thanks to improved market 
conditions. The company wrote off the remaining $312 million of its investment in Venezuela due that country’s continued 
domestic turmoil.   

– Toy and game maker Mattel reported Monday that first quarter revenues fell 16% to $716 million, well below 
expectations. Mattel shares fell sharply early Monday but turned around later in the day after the company convinced 
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investors that the revenue drop was due to the demise of large retailer Toys R Us and that its underlying business was 
sound.   

– Walmart Inc. is close to a $12 billion-plus deal to acquire a majority stake in Flipkart Online Services Pvt, the largest 
ecommerce company in India, Bloomberg reported Monday. Existing investors like Tiger Asset Management and 
SoftBank have agreed to sell their stakes, giving Walmart control of as much as 80% of Flipkart. The deal, which could 
close in two weeks, would give Walmart a big boost in its plan to expand into India’s market of 1.3 billion people, having 
bested Amazon’s bid for Flipkart.    

– Las Vegas-based casino operator Wynn Resorts reported better-than-expected adjusted earnings in the first quarter.  
Overall, the company posted a loss of $204 million, down from a profit of $101 million in the year-earlier period, due to a 
one-time charge of $436 million for Steve Wynn’s departure settlement.  Adjusted for one-time charges, earnings per 
share rose to $2.30, above expectations for $1.98, led by gains in its Macao holdings.    

– Chipmaker Texas Instruments posted better-than-expected revenues and net earnings in the first quarter, the company 
reported Tuesday.  Revenues rose to $3.79 billion in the first quarter, up 11% from a year earlier. Net income jumped 
37% to $1.37 billion.  

– Shares in 3M dropped nearly 9% on Tuesday after the manufacturing conglomerate scaled back its earnings forecast for 
the year.  The company reported sales growth of 7.7% to $8.3 billion in the first quarter, above expectations. But due to 
the costs of a one-time U.S. tax change and a major lawsuit, net earnings dropped to 98 cents a share from $2.16.  The 
company also cut the top-end of its full-year earnings forecast by 15% to $10.55 a share.  

– Drinks maker Coca-Cola Co. reported first quarter results Tuesday that beat expectations, led by a strong gain in its 
flagship cola brands. Revenues declined to $7.6 billion, down 16% year-on-year, due to restructuring. Stripping out 
restructuring charges, revenues rose 5%, above expectations for a 4% gain, while earnings rose to 47 cents a share 
against expectations of 46 cents.  

– Telecom giant Verizon reported stronger-than-expected first quarter results, with revenues growing 6.6% to $31.8 billion, 
while net earnings per share rose to $1.11 from 84 cents a year earlier. A decline in smartphone and tablet subscribers 
was more than offset by new subscribers for other services, particularly wearable technology.  

– Lockheed Martin raised its earnings outlook for the year on Tuesday despite its on-going dispute with the U.S. Defense 
Department over the cost of the F-35 fighter jet. In the first quarter, sales rose 4% to $11.6 billion, beating analysts’ 
forecasts. Net income rose to $1.15 billion from $789 million a year earlier.  

– U.S. package delivery service UPS reported worldwide net income rose 15% to $1.34 billion, in line with expectations. 
But the profit in its U.S. business, by far its largest, slipped more than 20% to $756 million on higher expenses, including 
a 21% jump in fuel costs.  

– ExxonMobil reported Friday that its profits rose 16% to $4.7 billion, or $1.09 per share, in the first quarter. However, this 
was below expected given the recent rise in oil prices, and its share price fell on the news.  

– Chevron, in contrast, reported first quarter profits jumped by a third to $3.6 billion, or $1.90 per share, well above 
expectations. Chevrons shares rose on the news.  

UK 

– The FTSE 100 rose 1.09% on Friday to 7,502.21 and was up 1.82% on the week, as weak first quarter GDP data 
suggested that the Bank of England would be in no hurry to raise interest rates.   

– Barclays reported Thursday that it lost 764 million pounds in the first quarter against a profit of 190 million pounds in the 
same period last year, as one-time costs related to U.S. and UK legal problems marred results. Excluding the one-off 
costs, profits more than doubled to 1.2 billion pounds, led by a 48% rebound in earnings at its corporate and investment 
business on stronger trading revenues and sharply lower operating costs. Analysts, however, argued that company had 
dressed up its books so the results were not as good as they looked.  The bank’s stock price fell more than 1% on the 
news.  

– Capita, the UK’s biggest outsourcing company, posted disappointing 2017 results Monday, with its pre-tax loss widening 
to 513 million pounds last year from 90 million pounds in 2016.  The company plans to raise about 700 million pounds 
from investors and refocus its business on robotics and new technologies.  

– Shares in Clarkson, the world’s largest ship broker, fell more than 30% Tuesday morning after the company issued a 
profit warning.  The challenging global environment would cause first half and full-year profits to be “materially below” 
than last year, the company said.  

– Investment fund Patient Capital Trust reported Tuesday its share price dropped 7.2% in 2017, as the value of its assets 
per share fell 2%.  Write-downs at Allied Minds and Circassia, in which it had major investments, accounted for much of 
the annual loss.   
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Europe (ex. UK) 

– Europe's Eurofirst 300 index inched up 0.24% on Friday and ended the week up 0.77% at 1,508.88, shrugging off 
concerns about weaker European growth.   

– Russian oligarch Oleg Deripaska has agreed to give up control of giant aluminum producer United C. Rusal, the 
Financial Times reported Friday, meeting the conditions to avoid sanctions on the company laid out earlier in the week by 
the U.S. Treasury Department. Aluminum prices had rebounded Thursday after on a Bloomberg report that Deripaska 
planned to maintain control over Rusal in defiance of U.S. sanctions.  Prices for the metal had dropped sharply Monday 
and Tuesday after the U.S. Treasury allowed companies to trade with Rusal for another five months and indicated that 
the company could avoid sanctions completely if Deripaska divested his holdings.   

– Swiss bank UBS reported Monday that first quarter profits were the highest in three years, led by investment bank 
earnings. Group pre-tax profit rose 17% to 1.97 billion swiss francs. The bank’s shares fell on disappointment with the 
weak performance of the wealth management division and the bank’s own cautious outlook for the second quarter.  

– Royal Dutch Shell reported Thursday that profits jumped 41% in the first quarter on higher oil prices, increased 
production and cost savings. Earnings on a current cost of supply basis rose to $5.32 billion, above analysts’ forecasts 
and up from $3.8 billion a year earlier.  

– First quarter profits at French oil company Total also beat expectations, rising 13% to $2.9 billion. Like other oil 
companies, Total benefited from higher oil prices.  But record production and continued cost savings also boosted sales.  

– Fiat Chrysler’s net profits rose to a record of 1 billion euros in the first quarter, though they were below expectations.  
Profits in its North American operations dropped to $1.22 billion euros from $1.24 billion euros, as the company spent 
nearly 1 billion euros on developing new models.  

– Volkswagen AG, the world’s largest automaker, reported that its first quarter operating profits fell 3.6% to 4.2 billion euros 
on rising costs and the impact of financial derivatives.  Excluding the derivative impact, profits improved, as revenues 
rose 3.6% to 58.2 billion euros, the company said.  

– Airbus said Friday that its first quarter revenues fell 11% to 10.1 billion euros due to lower aircraft and helicopter 
shipments. Consolidated adjusted earnings posted a profit of 14 million euros, an improved from a 19-million-euro loss in 
the year earlier period. Despite the weak first quarter, Airbus confirmed its guidance for a rise in full-year earnings.   

– Luxembourg energy engineering firm Subsea 7 disclosed Monday it had offered to buy US engineering firm McDermott 
for about $2 billion, contingent on McDermott calling off the proposed merger with Netherland-based Chicago Bridge & 
Iron Company.  The McDermott board rejected the bid on Friday, saying it undervalued the company and that the CB&I 
merger was in the best long-term interests of the company.  Subsea 7 urged McDermott to reconsider the offer, hinting 
that it could be sweetened.  

– German airline Lufthansa reported disappointing results Thursday, with revenue falling to 7.64 billion euros in the first 
quarter from 7.69 billion in the year-earlier period.  Analysts had expected a rise to 8.15 billion euros. The firm’s adjusted 
profits rose to 26 million euros from 25 million euros, but again fell well short of expectations of 48 million euros.  The 
company blamed the poor results on the costs of absorbing Air Berlin into its low-cost Eurowings unit. The company 
warned that the adjustment costs would continue in the months ahead.  

– Troubled Chinese conglomerate HNA cut its stake in Deutsche Bank to 7.9% from 8.8%, according to statements filed 
with the U.S. Securities and Exchange Commission. The HNA sale came despite its statements as recently as February 
that it had no plans to sell more shares in Germany’s largest financial institution.  

– Vodafone is a few weeks away from finalizing a plan to buy Liberty Global’s German and eastern Europe cable assets for 
about 15.6 billion euros, creating a European telecoms champion, the Financial Times reported Sunday, April 22. 
However, the deal is being opposed by Deutsche Telekom, now Europe’s largest telecom company, which has its own 
continental ambitions. The German government owns about one third of Deutsche Telekom.  

– German pharmaceutical firm Fresenius SE backed out of its deal to acquire U.S. firm Akorn Inc., saying it had been 
misled about operational problems at the generic cancer drug maker. Akorn’s share price fell sharply Monday on news 
that the $4.3 billion deal had collapsed.   

– Spanish utility Iberdrola reported strong first quarter results due to improved demand in Brazil and a reduction in tariffs in 
the United States.  Revenues rose 14% to 9.3 billion euros, while net earnings rose 1.2% to 838 million euros.  

– Telecom firm Altice was fined 124 million euros by the European Union competition authority for proceeding with its 
merger with PT Portugal before it was approved by Brussels. The decision doesn’t affect the commission’s later approval 
of the deal.  

– French luxury conglomerate Kering reported Tuesday that its revenues jumped 37% to 3.1 billion euros in the first 
quarter. Its Gucci luxury brand led the gain, with revenues up 49% from a year earlier.  

– After-tax profits at German business software maker SAP jumped 33% in the first quarter to 708 million euros. While 
revenues were flat compared to the strong year-earlier level, margins were up as more customers switched to the firm’s 
cloud computing platform.  
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– Spanish bank Banco Santander posted mixed first quarter results Tuesday, as problems with its UK unit offset gains 
elsewhere.  Revenues rose 1% to 12.2 billion euros, while profit jumped 10% to 2.05 billion euros. Excluding currency 
changes, net profits were up 22% year-on-year.   

Japan 

– Japan's Nikkei 225 Index rose 0.66% on Friday along with other Asian markets on optimism generated by the historic 
meeting between North and South Korean leaders. Friday’s gain allowed the index to end the week up 1.38% at 
22,467.87.    

– Takeda Pharmaceuticals reached agreement to buy Irish drugmaker Shire, the two companies announced Wednesday.  
Takeda’s latest bid, its fourth, is said to be worth $64 billion and would give Shire shareholders about 50% of the 
combined group.  Takeda shares fell 9% on the news on worries that it was over-stretching.  

– Profits at Nomura Holdings fell 63% to 22.7 billion yen in the fourth fiscal quarter due to one-off legal costs. Japan’s 
largest investment bank set aside 30 billion yen to cover costs related to U.S. business transactions prior to its purchase 
of Lehman Brothers in 2008.  Excluding the one-time costs, the bank posted a strong increase in revenues compared to 
a year earlier.  

– Airline ANA Holdings’ operating profit rose about 10% to 165 billion yen for the fiscal year ended in March. The rise in 
profit for the third year in a row was due to increased business travel, the company said.   

– Sharp Corp. said Thursday it posted a profit in fiscal 2017 for the first time in four years. Following a restructuring led by 
Taiwanese parent Hon Hai Precision Industry Co., Sharp posted a profit of 70.23 billion yen, reversing the loss of 24.33 
billion yen in 2016.  

– Xerox and Fujifilm resumed negotiations on their proposed $6.1 billion merger, shrugging off lawsuits by U.S. investors 
that the terms of the deal undervalued Xerox.  The deal would give Fuji a 50.1% stake in the combined company, with a 
special dividend to be paid to Xerox shareholders.  

– Net profit at Nintendo Co. rose 36% to 139.6 billion yen in fiscal 2017 due to strong sales of its Switch game console. 
Sales more than doubled from the previous year to 1.056 trillion yen.  The company projected the profit would rise further 
in fiscal 2018.  

– Isetan Mitsukoshi, Japan’s largest department store chain, said it expects to book a loss of about 1 billion yen in the 
fiscal year ended March 31, its first net loss in eight years. The company said it would book a special loss of 11 billion 
yen from lowering the value of its assets after having booked a 12.5-billion-yen special charge earlier in the fiscal year 
due mainly to special payments to employees for early retirement.  

– Shares in artificial intelligence software maker Heroz surged tenfold from its Friday IPO to Tuesday trading, underscoring 
strong investor interest in new tech companies.  

– Trading house Itochu withdrew from the nuclear power plant it was helping to build in Turkey as safety related costs of 
the project surged. Itochu’s withdrawal raised questions about the Japanese government’s efforts to export infrastructure 
development.  

Asia-Pacific (ex. Japan) 

– Mainland China's Shanghai Composite Index inched up 0.35% to 3,082.23, as China steeled itself for a battle for 
technological independence. The market appeared to shrug off news that the U.S. was investigating Huawei, the nation’s 
largest telecom equipment maker, one week after the U.S. placed harsh sanctions on fellow telecom equipment maker 
ZTE that threaten that company’s survival.  The market is focused on the meeting later this week between senior 
Chinese officials and a visiting delegation of U.S. officials led by U.S. Treasury Secretary Steven Mnuchin to discuss 
trade issues.    

– Hong Kong's Hang Seng index fell 0.45% during the week to 30,280.67, led by a sharp decline in Tencent, Asia’s largest 
tech company by valuation. The market was also buffeted by news that the U.S. government is investigating Huawei. 

– Taiwan's Taiex index fell 2.10% on the week to close at 10,553.43, led lower by U.S.-China trade tensions and worries 
about the outlook for local tech companies due to falling world smartphone sales.   

– South Korea's Kospi rose 0.65% on the week to 2,492.40, boosted by the historic meeting between North Korean leader 
Kim Jong Un and South Korean President Moon Jae-in and Samsung reporting record profits for the fourth consecutive 
quarter.  

– The Singapore Straits Times Index inched up 0.11% on the week to 3,577.21, as traders waited for more news on the 
U.S.-China trade conflict and the outlook for tech shares.   
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Emerging Markets 

– Brazil's Bovespa closed at 86,444.66 on Friday, up 1.05% from the previous week on strong gains early in the week. The 
market took a hit Friday when Embraer SA, the world’s third largest aircraft manufacturer, reported a loss of $12.3 million 
in the first quarter, down from a profit of $53.2 million in the year-earlier period, on lower aircraft deliveries.  The firm’s 
stock fell 3.5% after the announcement.  

– Mexican stocks fell for the second consecutive week on continued concerns about U.S. trade policies and the North 
American Free Trade Agreement as well as the result of the nation’s July 1 presidential election.  The IPC index fell 
0.30% on the week to close at 48,284.61.  

– India's BSE rose 1.61% during the week to 34,969.70, the fifth straight weekly gain, as market optimism was boosted by 
good earnings from large cap stocks like Reliance Industries Ltd and Axis Bank Ltd.   

– Russia's RSTI index rose for the second week in a row, gaining 1.86% to 1,167.12 on rising oil prices and the prospect 
that the U.S. would not impose sanctions on aluminum producer United Co. Rusal.  

Alternative Assets 

– Oil prices edged lower last week, down from multi-year highs the previous week on strong U.S. oil inventory data. 
However, the downside was limited by expectations that the U.S. could withdraw from the Iran nuclear deal, resulting in 
renewed restrictions on Iranian oil exports. The June West Texas Intermediate (WTI) crude oil contract inched down 
0.1% on Friday to $68.10 per barrel, and was down 0.4% for the week. The June contract for international standard Brent 
crude also fell 0.4% on the week to $73.79 a barrel, after having risen above $75 per barrel on Wednesday for the first 
time since late 2014.  

– Gold futures prices fell last week for the second week in a row. June gold fell 1.1% on the week to $1,323.40 per troy 
ounce.  

Fixed Income 
US 

– The yield on benchmark 10-year Treasuries ended the week at 2.9568%, down from 2.9610% the previous week. The 
benchmark yield topped the psychologically important 3% level on Wednesday before falling back the last two days of 
the week on stock market uncertainty.  

– First quarter real GDP rose 2.3%, faster than the 2.0% pace expected. The slowdown from the fourth quarter’s 2.9% 
pace was due to weaker consumer spending growth, partly offset by a rise in inventories, data released Friday by the 
Bureau of Economic Analysis showed.  Personal consumption expenditures (PCE) was up 1.1% in the first quarter after 
a 4.0% rise in the fourth quarter.  Inventories were up $33.1 billion in the first quarter, twice the $15.6 billion rise in the 
fourth quarter, offsetting some of the weakness in other categories. When the inventory component is removed, real final 
sales were up only 1.9% after a 3.4% gain in the fourth quarter. 

– Combined with a larger-than-expected 0.8% rise in the Employment Cost Index, the first quarter saw moderately slower 
growth but some pickup in worker compensation and price inflation. The core PCE price index, which the Federal 
Reserve watches closely, rose 2.5% in the first quarter, the strongest gain in seven years and up from a 1.9% increase in 
the fourth quarter. On a year/year basis, first quarter core PCE prices were up 1.7% after a 1.5% year/year rise in the 
fourth quarter, and now sit slightly below the year/year rates seen in late-2016 and early-2017. 

– The value of new durable goods orders rose by 2.6% in March, much faster than the 1.7% increase expected by 
analysts. Transportation orders rose 7.6% but new orders excluding transportation orders were flat, according to data 
from the Commerce Department. The soft reading for new orders excluding transportation was below the 0.5% gain 
expected. Orders excluding transportation have been on a general upward trend in recent months. Nondefense aircraft 
and parts new orders posted a second straight double-digit gain in March, rising 44.5% after a 39.1% rise in February. 
Defense aircraft and parts fell 9.4% after a 29.2% increase in February. Motor vehicles orders posted a 0.1% increase. In 
addition, transportation orders excluding motor vehicles and aircraft rose by 2.7% following a 12.0% increase in the 
previous month, according to an MNI calculation. Nondefense capital goods new orders rose by 6.0%, but were down 
0.1% excluding civilian aircraft. 

– The pace of new single-family home sales saw a significant acceleration in March, increasing 4.0% to a 694,000 
seasonally adjusted annual rate, a deceptively strong number considering the large upward revisions to February and 
January, data released by the Commerce Department Tuesday show. The pace of new home sales pace was much 
stronger than the 630,000-rate expected and should bolster the notion of continued growth in the economy. The supply 
of new homes for sale was flat in the month, remaining at 301,000 in March. Based on the movements in sales and 
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supply in March, the months' supply fell by 3.7% to 5.2 months, down slightly from February's steep downward revision 
to 5.4 months (from 5.9 months reported previously). Despite the decline, the March level is still higher than the 5.0 
months of supply a year ago. 

– Existing home sales rose by 1.1% in March to an annual rate of 5.60 million, ahead of expectations for a second straight 
5.54- million-unit pace, but down 1.2% from a year earlier, data released by the National Association of Realtors reported 
Monday show.  Single-family sales rose 0.6% in March, while the more-volatile condo sales were up 5.2%. However, 
both sectors were down from a year earlier. 

– Initial claims U.S. state unemployment benefits fell by 24,000 to 209,000 in the April 21 week, well below the 231,000- 
level expected by analysts and the lowest level since the December 6, 1969 week, data released by the Labor 
Department Thursday show. The four-week moving average for initial claims, which tends to be a better measure of the 
underlying trend of the data, fell by 2,250 to 229,250 in the April 21 week after rising in the previous five weeks. 

UK 

– The yield on 10-year Gilts closed the week at 1.4450%, down from 1.4790% a week earlier, after weak first quarter GDP 
suggested the Bank of England would not raise rates at its May meeting.     

– UK growth slowed markedly in the first quarter, dampened by a plunge in construction activity, taking per capita gross 
domestic product into negative territory over the opening three months of the year.  Gross domestic product rose by just 
0.1% in the first three months of 2018, according to preliminary data released on Friday, well below the median forecast 
for a 0.3% gain and down from the 0.4% pace recorded over the final quarter of 2017. The first quarter growth rate was 
the slowest since the fourth quarter of 2012 and produced a gross domestic product per capital reading of -0.1%, the first 
decline since the first quarter of 2016. While the U.K. suffered unusually heavy snowfall in March, National Statisticians 
stressed the "limited impact" of weather conditions on the weaker-than-expected data.  On an annual basis, GDP rose by 
1.2%, below the median forecast of 1.35%, down from the 1.4% pace in the fourth quarter, and the weakest gain since 
the second quarter of 2012. 

– The first quarter GDP result defied the expectations of the Bank of England's Monetary Policy Committee as discussed at 
its March rate-setting meeting. Member agreed that "the latest activity indicators suggest that the underlying pace of 
GDP growth in the first quarter of 2018 remains similar to that in the final quarter of 2017."  The slowdown in growth 
raises a dilemma for the MPC, after several members strongly suggested the possibility of a rate hike at the next meeting 
in May. However, Bank of England Governor Mark Carney appeared to dampen such speculation last week, referring to 
"mixed data" in describing the state of the economy.  

– Growth in UK manufacturing order books and output volumes were flat in April, according Confederation of British 
Industry survey released Tuesday. The April total order book sentiment balance remained at 4% in March, with the 
export order balance moving down a touch from 10% to 9% and output volume balances for the past three months 
dipping to 13% from 16%. The data suggest that after further solid expansion in the first quarter, the second quarter is 
pale in comparison. However, it is worth noting that the expected volume of output for the next three months is up to 21% 
from March's figure of 13%, suggesting firms are anticipating a pick-up.  

– UK consumer confidence reverted into the range seen for much of the past year in April, failing to build on the three-point 
gain last month, a survey by GfK found. The GfK Consumer Confidence Index (CCI) fell by two points to -9 in April, down 
from -7 in March, which was the best outturn since May 2017. The result means the headline index, dragged down by a 
weaker perception of households' personal finances, has been without a positive reading for 28 consecutive months. 

– UK retail sales growth fell in the year to April, with sales volumes declining for the second month in a row. A pick-up is 
expected in May, with the expected volume of sales at 25, the CBI Distributive Trades Survey, published Thursday, 
found. The reported sales volume balance for April contracted 2 points after -8 in March, which offset growth of 8 in 
February. This was the fifth consecutive monthly decline in sales volume. The -2 reading was also significantly lower 
than MNI analysts median estimate of +15. 

– Mortgage approvals dipped for the second consecutive month in March to sit at their lowest level since the turn of the 
year, UK Finance data show. The March UKF figures add to the evidence that housing market activity is cooling, with 
approvals a good indicator of future house purchase levels. In March there were 37,567 mortgage approvals, down from 
38,035 in February and the second-weakest outturn since the 34,006 just under five years ago.  Meanwhile, 
remortgaging approvals remained flat in March. Approvals fell slightly to 28,321 down from 28,593 in February and in line 
with the 12-month average of 28,598.  

– UK public borrowing fell well below the Office for Responsibility's target in the 2017/18 fiscal year, lifted by a record inflow 
from income, value-added and corporate taxes. Government borrowing, excluding the Bank of England, declined to 
Stg42.635 billion in the just-ended financial year, from Stg46.152 billion a year earlier, the lowest full-year total since the 
2006/07. That left the current budget in surplus to the tune of Stg112 million in 2017/18, the first surplus for a fiscal year 
since 2001/02. Net debt, excluding the Bank of England, stood at 76.3% of gross domestic product, down from 79.5% a 
year earlier, and the lowest since 2011/12. However, the debt ratio was flattered this financial year by the shift of English 
Housing Association debt to the private sector.  
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Europe (ex. UK) 

– The yield on benchmark 10-year Bunds finished the week at 0.5710% down from 0.5910% a week earlier, on weak 
Eurozone economic data.    

– The European Central Bank kept its monetary policy stance unchanged following Thursday's Governing Council meeting, 
with any decision on when the asset purchase program ends pushed back until sometime in the Summer. While it is 
widely expected that the Council will agree on a roadmap for monetary policy normalization at its June (or now even July) 
meeting, ECB President Mario Draghi revealed that the monetary policy outlook was not discussed at today's meeting, 
arguing that recent developments must first be digested and assessed by the Council before moving forward. The 
meeting was underscored by Draghi's confidence in the convergence of the inflation rate towards the ECB's target and 
his upbeat reading of current economic conditions, despite clear signs of moderation across the currency area. "Incoming 
information since our meeting in early March points towards some moderation, while remaining consistent with a solid 
and broad-based expansion of the euro area economy," Draghi said at the press conference following the monetary 
policy meeting.  The economic slowdown is likely due to a combination of normalization following last year's rapid 
expansion and temporary factors such as the weather, Draghi said. However, he also pointed to the fall in backlogs 
reported in some confidence surveys as potential signs of softening demand. "The risks surrounding the euro area 
growth outlook remain broadly balanced. However, risks related to global factors, including the threat of increased 
protectionism, have become more prominent," he added. Turning to the inflation outlook, Draghi said that "the underlying 
strength of the euro area economy continues to support our confidence that inflation will converge towards our inflation 
aim of below, but close to, 2% over the medium term. At the same time, measures of underlying inflation remain subdued 
and have yet to show convincing signs of a sustained upward trend." The ECB now expects headline inflation to "hover 
around 1.5% for the remainder of the year." Draghi added that, "measures of underlying inflation remain subdued 
overall." 

– French growth slowed sharply in first quarter, with real GDP posting a 0.3% quarter-on-quarter gain, well below the 0.7% 
rise in the fourth quarter, government statistics agency INSEE reported Friday. The first quarter growth rate was also 
lower than INSEE initial forecast of +0.4%. Household and business spending growth slowed in the first quarter, while 
exports contracted after a healthy gain in the fourth quarter.  

– Eurozone output grew in April at its joint-weakest rate since the start of 2017, flash PMI data released Monday showed. 
According to the survey by IHS Markit, the Composite PMI stood at 55.2 in April, unchanged from March. Both Germany 
and France showed a slight pickup in growth, although not enough to recover to February's level. This was made clear 
by France's expansion being the second-weakest in the past eight months. Germany fared little better, exhibiting the 
second-weakest growth in nine months. Both manufacturing and services saw new order inflows wane and despite 
manufacturing again leading the upturn, the rate of factory output growth slowed to a 17-month low. Services rose at a 
rate slightly faster than March's seven-month low. Goods exports furthered the unflattering theme, with factories reporting 
that both total goods orders and export orders posted the smallest gains in April in a year-and-a-half. Export orders 
exhibited weak growth in part due to recent strength against the euro, notably against the U.S. dollar. 

– Germany’s closely watched Ifo business sentiment index decline in April for the fifth month in a row, the institute 
announced Tuesday.  The overall sentiment index fell further below its November peak to 102.1 from 103.3 in March. 
Sentiment on both current conditions and expectations fell during the month.  

– German real GDP will grow 2.3% this year, the government said in latest economic forecast, a slight downward revision 
from its previous forecast in January. The government upgraded modestly its estimate of 2019 growth to 2.1%. 

Japan 

– The yield on 10-year JGBs closed the week at 0.0500%, little changed from the previous week, as the Bank of Japan 
maintained its the steady yield policy.  

– Bank of Japan Governor Haruhiko Kuroda said at a press conference following the policy meeting that the central bank 
stopped publishing its estimate on when it can achieve the 2% inflation target to "dispel the misunderstanding" among 
some market participants that a delayed timing would prompt the bank to conduct additional easing. But Kuroda also told 
a news conference that the BOJ's commitment to anchoring 2% inflation "as early as possible" is unchanged and that the 
bank will "patiently" maintain large-scale monetary easing to achieve the target. 

– The Bank of Japan revised up slightly its economic growth projections for fiscal 2018 and 2019, backed by solid global 
demand and despite an expected slowdown in domestic demand, according to its quarterly Outlook Report released after 
the BOJ's two-day policy meeting that ended Friday. It noted that downside risks to its inflation projections continued to 
be higher than the upside risks, slightly revising down its forecast for the core consumer price index (excluding fresh 
food) for fiscal 2018 and leaving its estimate for the next fiscal year unchanged at 1.8%, below its 2% inflation target.  In 
its brief monetary policy statement, the BOJ said its board decided Friday in an 8-to-1 vote to maintain its monetary 
easing stance under the yield curve control framework it adopted in September 2016, as widely expected. The BOJ 
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believes large monetary stimulus is still needed to guide low inflation from around 1% currently toward its 2% price 
stability target. 

– Industrial production rose 1.2% on month in March on a seasonally adjusted basis, coming in stronger than the median 
economist forecast for a 0.5% gain. However, the rebound in March and February (+2.0% m/m) was not strong enough 
to lift the first quarter output after the 4.5% drop in January. The second straight month-on-month rise was led by higher 
output of electronic parts and devices, chemicals and transport equipment. However, shipments fell 0.2% on month for 
the first drop in two months on declines in vehicles, fuels and consumer electronics. In the January-March quarter, 
factory output slumped 1.4% compared to the October-December period, when it rose 1.6%. It was the first quarter-on-
quarter drop in eight quarters.  Based on its survey of manufacturers, METI projected that industrial production would rise 
3.1% on month in April (revised down from +4.0% forecast last month) and fall 1.6% in May. 

– The modest uptrend in Japanese retail sales seen last year has now clearly shifted downward, as the previously strong 
support from energy and food prices is fading and solid spring clothing demand resulting from mild weather failed to 
boost overall sales in March.  Fuel prices showed a slower year-on-year gain and fresh food prices eased after surging 
late last year.  Retail sales rose 1.0% on year in March, posting the fifth straight year-on-year rise, but the pace of 
increase slowed from a recent peak of 3.6% in December last year, the Ministry of Economy, Trade and Industry said 
Friday. The severe winter weather and volatile financial markets led to slower gains in January (+1.5%) and February 
(+1.7%) after stronger figures in most of 2017.  On a seasonally adjusted basis, retail sales fell 0.7% in March after 
+0.5% in February and -1.6% in January. 

 

 

 

 

 

 

 

 

 

 

 

 

 

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. 


