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Weekly market watch  
 
As at Friday July 27, 2018 

Equities 

Region / Country  
 
Index 

 
Close 

 
Net Change 

Performance 
Year-to-date 52-week 

Asia-Pacific  
Hong Kong  HSI  28,804.28 579.80 -3.73% 6.76% 
India  BSE 30 37,336.85 840.48 9.63% 15.30% 
Japan  Nikkei  22,712.75 14.87 -0.23% 13.79% 
Singapore  STI  3,324.98 27.15 -2.29% -0.17% 
South Korea  KOSPI  2,294.99 5.80 -6.99% -4.41% 
Taiwan  WSE 11,075.78 143.67 4.07% 6.26% 
Shanghai     COMPOSITE 2,873.59 44.32 -13.11% -11.67% 
Europe 
France  CAC  5,511.76 113.44 3.75% 6.26% 
Germany  DAX  12,860.40 298.98 -0.44% 5.31% 
Italy  FTSE MIB  21,955.08 160.48 0.47% 1.48% 
Russia  RTSI  1,151.74 37.15 -0.23% 11.72% 
UK FTSE 100  7,701.31 22.52 0.18% 3.47% 
Americas 
Brazil  IBOV  79,866.10 1,294.81 4.53% 22.35% 
Mexico  IPC  49,643.94 735.70 0.59% -3.15% 
Nasdaq  CCMP  7,737.42 (82.78) 12.08% 21.23% 
US  S&P 500  2,818.82 16.99 5.43% 13.87% 
US   DOW  25,451.06 392.94 2.96% 16.77% 

 

Bonds 
  

Close 
Yield 

Week ago Month ago Year ago 
10 Year Gilt  1.2800 1.2320 1.2450 1.2030 
10 Year OAT 0.7030 0.6800 0.7140 0.8040 
10 Year Bund  0.4030 0.3700 0.3210 0.5360 
10 Year Japan 0.1040 0.0350 0.0390 0.0730 
10 Year Treasuries  2.9542 2.8931 2.8256 2.3103 

 Base lending rates 
Prime Rates Latest  6 months ago  12 months ago  
US  5.00 4.50 4.25 
Canada  3.45 3.20 2.70 
Japan  1.48 1.48 1.48 
Britain  0.50 0.50 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. markets were mixed last week, with a strong U.S. second-quarter GDP print helping propel the Dow Jones and the 
S&P 500 higher. This is despite fall in the Nasdaq following disappointing results and guidance from the likes of 
Facebook and Twitter. The Dow Jones rose 1.57% over the week to close at 25,451.06, the S&P 500 added 0.61% to 
end at 2,818.82, while the Nasdaq fell 1.06% to settle at 7,737.42. 

– Twitter’s shares dropped sharply Friday after the messaging service said its user numbers fell in the second quarter as a 
result of new European privacy rules and efforts to purge zombie accounts. Average monthly active users clocked 335 
million in the second quarter, down by 1 million on the first three months, though Twitter said the drive had helped reduce 
reports of abuse by 8 percent. Earnings per share came in even on the year earlier period at 17 cents, while improved 
traction with advertisers helped push revenue to $711 million from $696.2 million a year earlier.   

– Amazon’s quarterly profits dazzled Wall Street Thursday as the company reported net income of $2.5 billion for the three 
months to end-June, putting 40 cents on its earnings per share from the year earlier period to $5.07, which was more 
than double analysts’ estimates. Revenue was up 39% to $52.9 billion, slightly below estimates but within guidance, as 
the company said that moves to allow more sales by third-party vendors on its website lifted its operating margin, as did 
growth in Amazon Web Services, which is now Amazon’s most profitable business.    

– Facebook’s stock took a battering after the close on Wednesday after the social network issued what analysts described 
as “nightmare” guidance that suggested the company is either trying to massage public opinion in the wake of a series of 
privacy scandals or faces troubling issues with its core services. About $120 billion was wiped off Facebook’s market 
capitalization after its second-quarter results missed expectations on revenue and showed slowing user growth, while 
reporting that net income rose to $1.74 per share from $1.32 per share in the year-earlier period. Sales rose 41.9% on 
year to $13.04 billion, as user growth flattened in the U.S. and declined in Europe, largely as a result of the impact of the 
General Data Protection Regulation, but it was Chief Financial Officer David Wehner’s forecast that revenue would 
continue to decelerate in the second half that tanked the stock.   

– AT&T reported quarterly revenue that missed estimates Tuesday, down 2% at $38.99 billion, triggering shares in the 
Dallas-based company and new owner of HBO and TNT to fall about 1% in afterhours trade. Analysts indicated that of 
AT&T’s businesses, only Time Warner – which AT&T had only owned for 16 days having paid $80 million at the close of 
the reporting period – is performing well, though the company had managed to stop the shrinkage of it its wireless 
subscriber base. Executives vowed to double down on investment in HBO but declined to specify how much of its $2.5 
billion earmarked for merger synergies in HBO projects it would add to the existing $2 billion HBO already spends on 
content. Netflix spent $8 billion on content last year. AT&T said second-quarter profit surpassed expectations, coming in 
a adjusted earnings of 91 cents per share, beating forecasts for 86 cents.    

– Harley-Davidson cut its annual profit forecast for 2018 Tuesday, taking into account an up to $50 million dent from the 
cost of tariffs in the U.S.-EU trade war, which it hopes to mitigate via reducing production costs and shifting supply-chain 
logistics. Shares rose about 8% after the group reported second-quarter earnings per share of $1.45, above consensus, 
and kept its global shipments forecast steady at a midpoint of 233,500. Harley found itself at the epicenter of the trade 
war after reacting to being targeted by the European Commission in June by promising to shift manufacturing outside of 
the U.S., which in turn angered President Trump as it was rightly seen as contra his policy of bringing more jobs and 
manufacturing back to the U.S. Harley’s quarterly results also showed domestic sales slid 6% on year, for a sixth 
consecutive quarter of falling U.S. sales.   

– Shares in Alphabet rose 4% in afterhours trading Monday after the Google parent reported that advertising clicks jumped 
58% on year in the second quarter, largely driven by the presence of its software on Android smartphones. The EUR4.3 
billion fine imposed by the European Union last week made a 60% dent in Alphabet’s profits but was not sufficient to 
override enthusiasm over the uptick in advertising, which helped net revenues to rise 25% on year – the fastest growth in 
four years. CEO Sunar Pichai said the superior performance was down to investments in machine learning that have 
automated aspects of its mobile services, which also helped drive down traffic acquisition costs in the quarter to 22.8% pf 
advertising revenue, from 23.6 percent in the first three months. Net income declined 9% on year as a result of the EU 
fine, while after-tax profits were up 32% on year at $8.2 billion.     

– Hasbro shares rose sharply Monday as the company reported second-quarter sales fell 7% on year to $904.5 million, 
beating estimates for $833.1 million, lifted by a 26% rise in its entertainment and licensing revenues to $64.7 million. 
Hasbro suffered from the liquidation of the Toys ‘R’ Us chain, which took a bite out of North America sales, even as 
international revenues declined more steeply, falling 11% on year. Chairman and CEO Brian Goldner said the company 
is rejigging its global organization to activate new retail options for customers displaced by the Toys ‘R’ Us departure, 
while also investing in innovation and its entertainment business, noting that the company in May forged a $522 million 
deal for the rights to a group of brands that includes the Power Rangers.     
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UK 

– London stocks ticked higher last week, with sentiment supported by the strong U.S. GDP data and some upbeat 
earnings releases. The FTSE 100 added 0.29% over the week to finish at 7,701.31. 

– Improbable emerged as one of the UK’s most valuable private tech companies Thursday after striking a deal with China’s 
Netease that valued the virtual world developer at more than $2 billion. Netease invested $100 million in Improbable 
comprising 50% new equity and 50% shares bought from existing investors and company staff, as it seeks to maximize a 
strategic partnership focused on its own development of massively multiplayer online games, specifically by leveraging 
Improbable’s SpatialOS cloud-based platform. The deal doubles Improbable’s valuation after Softbank invested $502 
million in the company just over a year ago.  

– BP said Thursday that it had agreed to pay $10.5 billion for BHP’s southern U.S. shale assets, as BHP bows to activist 
shareholder pressure to exit the sector having acquired the assets in Texas and Louisiana during the height of the 
commodities boom. BP said the acquisition would add 190,000 barrels of oil equivalent to its daily output and some 4.6 
billion barrels of reserves. BP said it expects the increased cashflow from the deal to allow it to increase its dividend, as 
its net debt was currently at the lower end of its target range of $10-15 billion. 

– Royal Dutch Shell announced Thursday a long-awaited $25 billion share buyback, marking a turning point following the 
oil industry downturn that saw Shell offload almost $30 billion in assets and double-down on controlling costs. Shell said 
it would buy up to $2 billion of A or B shares every quarter provided oil prices hold steady and it continues to keep a lid 
on its debt, indications that the company’s balance sheet has returned to health. However, shares fell after the oil major 
said second-quarter earnings rose 30% on year to $4.7 billion, missing estimates for $5.9 billion. Shell’s still rosy results 
reflected an industry-wide upturn on the back of higher oil prices, reflected in Total and Equinor both reporting profits up 
40% in the same period, with ConocoPhillips booking adjusted earnings that were five times higher than last year.   

– GlaxoSmithKline shares rose Wednesday after the pharmaceutical giant announced it had taken a $300-million stake in 
gene testing company 23andMe as part of a four-year exclusive partnership in drug discovery. GSK unveiled a major 
restructuring program that would aim to cut costs by GBP400 million per year as the company seeks to develop new 
medicines though a three-pronged approaching involving using AI to improve drug discovery, aided by analysis of 
genetic data from 23andMe and other sources, and modulating the human immune system. GSK forecast adjusted 
earnings per share growth of up to 10% this year, lifted from 4-7% previously, after the company vaccines business 
turned in a stellar first-half, led by its new shingles vaccine Shingrix.   

– Metro Bank said Tuesday that it plans to raise GBP300 million via the placement of new shares, roughly equivalent to 
10% of its existing share capital, as the lender seeks to boost capital reserves following growth that outstripped 
expectations. The bank had previously said that it did not intend to tap equity markets this year, but its results showed 
that the purchase of a GBP523-million book of mortgages from PE firm Cerberus in February had contributed to its 
Common Equity Tier 1 ratio falling to 12.7% as of June 30 from 15.3% at the end of last year. That mark us still above 
the 9.7% threshold demanded by regulators but perilously close to its internal target of 12%. The bank said first-half pre-
tac profit rose almost fivefold to GBP20.8 million, while revenues grew 45% on year to GBP189.8 million.     

Europe (ex. UK) 

– European stocks rose last week, touching fresh six-week highs on solid corporate earnings and amid signs that the U.S. 
and European Union will find a way out of their trade war thicket – optimism that benefitted automakers in particular. U.S. 
President Donald Trump and European Union officials struck a deal on Wednesday that while light on detail committed 
both sides to working towards zero tariffs, barriers and subsidies. The Eurofirst 300 was 1.62% higher for the week at 
1,535.13. 

– UBS tracked global banks by reporting solid second-quarter pre-tax profit Tuesday, up 12% on year to CHF1.68 billion, 
led by its investment bank, where performance tempered outflows of CHF1.2 billion from its wealth management unit. 
The investment bank reported pre-tax profit of CHF569 million, beating the year earlier print of CHF451 million, aided by 
foreign exchange and fixed income trading. Much of the wealth outflows came from the U.S., where UBS said that the 
CHF9 billion in exiting money was related to seasonal tax outflows and a corporate employee share program. UBS said it 
was confident on meeting its strategic and financial targets despite the maelstrom over Brexit and other geopolitical 
headwinds.    

– Opel-Vauxhall said Tuesday that first half profit reached EUR502 million, turning around a EUR179 million loss in the 
year earlier period, marking the first time the dual-branded company had emerged from the red since 1999. The results 
offer vindication for parent PSA, which acquired the company from General Motors in summer 2016. PSA reported that 
its own first-half operating profit surged 41% on year to EUR3 billion, buoyed by strong performance among its other 
brands – Peugeot, Citroën and DS – as customers opted for higher margin models and options.   

– LVMH reported Tuesday that second-quarter revenues grew 11% on year to EUR10.9 billion, driven by fashion and 
leather goods and helping to notch overall first-half profit of EUR4.65 billion, up 28% on year. Organic revenues in the 
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first half were up 10% to EUR21.8 billion, as the French fashion house turned in a record half year, which in terms of 
profit and revenue is equal to its full-year 2010 performance. However, chief financial officer Jean-Jacques Guiony 
warned that the owner of Louis Vuitton and Moët & Chandon champagne was worried about headwinds from the ongoing 
trade wars. Asia led its first-half sales increases, up 17-18%, seconded by the U.S, up 10% and then Europe, where 
sales rose in the mid-single digits.  

– Hiltrud Werner, Volkswagen’s head of integrity, appeared to defend Audi CEO Rupert Stadler at a supervisory board 
meeting convened to discuss whether the Audi boss should be removed as a result of his arrest in relation to an 
emissions cheating scandal. Werner told the Financial Times Monday that there was no need to “humiliate” Stadler, 
raising the specter of the 2015 suicide of Siemens’ former finance boss Heinz-Joachin Neubürger after his prosecution 
as part of a graft investigation, and pointing out that he has yet to be charged. Observers have suggested that Stadler’s 
tenure as CEO during the 2007-2015 period that Audi was found to have been ripping off regulators and its customers by 
falsifying emissions data should be reason enough for Stadler to step down. Stadler had in fact asked to be relieved of 
his duties but Audi has so far only appointed an interim chief while proceedings unfold.    

– France’s Atos said Sunday that it paid $3.4 billion for U.S. information technology company Syntel, equivalent to a 14% 
premium on its average share price for the last 30 days. The acquisition will help Atos expand its North American 
operations and is in keeping with Syntel’s stated desire to expand through acquisitions, following a failed bid for Gemalto 
in December. Atos said that once the deal closes, likely towards the end of the year, it expects revenue synergy with 
Syntel to reach about $250 million by 2021 via cross-selling the two companies’ IT and cloud computing services.   

Japan 

– Tokyo stocks edge higher last week, lifted by the U.S.-EU progress on trade but held in check by concerns that the Bank 
of Japan will announce a major change to its quantitative easing program at its interest rate review meeting next week. 
The Nikkei 225 Index put on 0.07% over the week to end at 22,712.75. 

– Nissan reported Thursday that second-quarter net profit fell 14.1% on year to Y115.8 billion driven by rising material 
costs and a firmer yen. Sales in China rose but declined in North America and Europe. Corporate Vice President Joji 
Tagawa said that the ongoing trade war between the U.S. and its trading partners had so far had a minimal impact on 
Nissan’s operations, adding that the company has made efforts to localize its global production in order to sidestep trade 
problems. Nissan maintained its annual net profit forecast at Y500 billion.   

– Nomura Holding’s fiscal first-quarter results disappointed Thursday as the brokerage turned in its worst quarter since 
2016, reporting a 91% on year fall in net profits to Y5.2 billion. The collapse in profits was underpinned by a slump in 
fixed-income trading, largely the result of the Bank of Japan’s massive quantitative easing program driving other 
investors out of the market, which drove its wholesale division to a Y7.4 billion net loss. Nomura blamed its dire 
performance, which appeared even more stark in light of glowing results from its global investment bank peers, on rising 
trade frictions, geopolitical uncertainty and a strengthening of the dollar that has spooked its emerging market clients.    

Asia-Pacific (ex. Japan) 

– Shanghai stocks rose last week, led by lenders after the banking regulator took a soft approach to asset management 
product rules to give banks some breathing space as the economy slows. The Shanghai Composite was up 1.57% for 
the week at 2,873.59. 

– Hong Kong stocks moved higher last week, lifted by financials due to the less stringent shadow banking rules in China 
and by news that China’s State Council plans to inject $73.6 billion into the economy to help businesses weather the 
fallout of the trade war with the U.S, on top of almost $200 billion that will be ploughed into local government 
infrastructure projects. The Hang Seng Index rose 2.05% over the week to close at 28,804.28. 

– Taiwan stocks rose last week, buoyed by buying of heavyweight Taiwan Semiconductor Manufacturing Co. that was 
driven by an easing of trade war tensions. The Taiex Index increased 1.31% over the week to end at 11,075.78.  

– Seoul stocks tracked Asian markets higher last week, taking their cue from the U.S.-EU trade negotiations and optimism 
over the health of the U.S. economy. The Kospi was up 0.25% for the week at 2,294.99.  

– Singapore stocks moved higher last week in line with regional markets. The Straits Times Index put on 0.82% over the 
week to settle at 3,324.98.  

Emerging Markets 

– Brazil stocks rose last week, supported by financials after a poll showed that the center-left populist Ciro Gomes 
registered just 8% of voter intentions ahead of October’s presidential election. The Bovespa climbed 1.65% over the 
week to close at 79,866.10.  
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– Mexican stocks also moved higher, propelled by optimism over the Chinese government’s fiscal stimulus plans, which 
are expected to benefit Mexico’s commodity exporters. The IPC advanced 1.5% over the week to end at 49,643.94.  

– Indian stocks rose to record highs last week, as investors piled into Indian equities on the back of strong corporate 
earnings and the assumption that India is relatively insulated from the fallout of the ongoing global trade tensions. The 
BSE 30 was 2.3% higher for the week at 37,336.85.   

– Russian stocks rose last week in line with higher energy prices, overcoming indications that U.S. lawmakers are seeking 
to broaden sanctions against Moscow. The RSTI increased 3.33% over the week to settle at 1,151.74.  

Alternative Assets 

– Crude oil prices rose last week, marking the first weekly gain in a month for both primary contracts, after Saudi Arabia 
was forced to halt shipments via a Red Sea trade lane as a result of attacks by Houthi rebels on two of its oil tankers. 
However, prices were held in check after Russia’s energy minister, Alexander Novak said that his country would not rule 
out increasing production in excess of 1 million barrels per day. Benchmark U.S. added 0.6% over the week to settle at 
$68.69 per barrel in New York. Brent crude, used to price international oils, rose 1.7% over the week to close at $74.29.  

– Gold prices fell for a third straight week last week, as the dollar’s strength continued to weigh on traders’ willingness to 
purchase commodities priced in the currency. August gold fell 0.7% over the week to settle at $1,223 per troy ounce.  

Fixed Income 
US 

– The yield on benchmark 10-year U.S. Treasuries rose to 2.9542% last week, up from 2.8931% at the previous week’s 
close, as the second-quarter GDP print reinforced expectations that the central bank will go ahead with its schedule of 
raising interest rates each quarter. U.S. Treasuries also sold off on the basis that the Bank of Japan is positioning to wind 
down its easing program. 

– U.S. Second quarter GDP rose 4.1% in the advance estimate, lower than the 4.4% pace expected, and following an 
upward revision to first quarter growth to 2.2% from the 2.0% rate previously reported, data released Friday by the 
Bureau of Economic Analysis showed. Comprehensive revisions were included with the data. The revisions resulted in 
very minor changes to annual rates over the last 10 years, but some larger adjustments to the individual quarter, 
particularly a large downward revision to fourth quarter 2017 growth to 2.5% from 2.9% previously reported. The core 
PCE price index rose 2.0% in the second quarter after a downward revised 2.2% increase in the first quarter. It was 
previously up 2.3% in the first quarter. On a year/year basis, second quarter core PCE prices were up 1.9% after a 1.7% 
year/year rise in the first quarter. 

– The value of U.S. durable goods new orders rose by 1.0% in June, a smaller gain than the 3.5% surge expected by 
analysts in an MNI survey and following a upward revision to the decline in the previous month, data released Thursday 
by the Commerce Department showed. The main driver of the June increase was a 2.2% rise in transportation orders. 
However, new orders excluding transportation orders posted a 0.4% increase on gains in computers and electronic 
products, electrical equipment, and the all other durables category. Analysts had expected this component to rise 0.4%. 

– Also released on Thursday, initial jobless claims rose by 9,000 to 217,000 in the July 21 week after dipping to their 
lowest point since 1969 in the previous week. The four-week moving average fell by 2,750 to 218,000 in July 21 week, 
and would be expected to fall by 3,750 next week, all else being equal. Continuing claims fell by 8,000 to 1.745 million in 
the July 14 week, down 38,000 from the level in the June 16 survey week. 

– The seasonally adjusted preliminary IHS Markit US Composite Purchasing Managers' Index, released Thursday, fell to 
55.9 in July, as services fell to a three-month low of 56.2 and manufacturing rose to a two-month high 55.5. Survey 
respondents suggested higher input costs were passed onto clients at the fastest rate since the index began in October 
2009, as higher fuel and raw materials prices, in part a result of tariffs imposed on steel and aluminum, fed into rising 
industrial costs. "Trade frictions have clearly become a major cause of concern, especially among manufacturers. Firms 
have become increasingly worried about the impact of tariff and trade wars on demand, prices and supply chains," said 
Chris Williamson, Chief Business Economist at IHS Markit.   

– New single-family home sales fell by 5.3% to a 631,000 annual rate in June, led by a fall in sales in the Midwest region, 
data released by the Commerce Department Wednesday showed. The new home sales pace, which was the slowest 
since October, was below the 669,000 rate expected, based on an MNI survey of economists, and followed downward 
revisions to the previous two months. As a result, market participants are likely to see the data as a pause after recent 
gains. The sales pace remains well above its year ago level, up 6.9% unadjusted from June 2017. New homes sales in 
May were revised down to a 666,000 pace from the 689,000 previously announced rate. The April pace was revised 
down to 641,000 from 646,000. When those revisions are incorporated, the second quarter sales pace averaged 646,000, 
down from 656,000 in the first quarter. 
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UK 

– The yield on 10-year Gilts rose to 1.28% last week, up from 1.232% at the previous week’s finish, in line with the easing 
of concerns over trade frictions between the U.S. and its partners and as investors opted for risk-on plays in light of solid 
earnings and China’s announcement that it will spend to prop up its economy.   

– UK median pay deals in the three months through June, came in at 2.5%, for the sixth consecutive month, a survey by 
XpertHR found Thursday. The last time pay awards stabilised above 2% was in December 2008. The median pay award 
across the whole economy was 2.5% between April and June, reported XpertHR, with the middle half of pay awards (the 
interquartile range) worth between 2% and 3.1%. Of the 272 basic pay awards sampled, the median for the private 
sector was 2.5%, compared with 1.7% in the public sector. According to XpertHR, the private sector has fared better than 
the public sector for pay awards for many years but the first major public sector pay awards for 2018 are now beginning 
to settle. In the NHS, starting salaries for all pay bands will be increased including a 13.3% rise on the lowest pay point. 
Armed forces, prison services and school teachers pay bands will rise by 2.9%, 2.75% and 3.5%, respectively. 

– The Bank of England Monetary Policy Committee (MPC) has been divided over the outlook for earnings growth, but the 
public sector pay deals announced Tuesday support BOE Chief Economist Andrew Haldane's upbeat view that earnings 
are taking off. Haldane, who voted for a hike in June, will almost inevitably vote for a hike at the August meeting, in part 
because of his belief that pay growth is taking off. But Deputy Governor Jon Cunliffe, in June's no hike camp, has been 
charier of tightening, arguing that it is unclear that pay growth will take another step higher. The latest data have offered 
something for both sides of the divide, with whole economy average earnings growth decelerating but with public sector 
pay set to head higher. "Pay growth has established itself in the 2.5-3% range. But the latest readings do not signal 
strongly that pay growth will make the next step to establish itself firmly in 3% territory in line with the May forecast. We 
may still be underestimating supply in the labour market," Cunliffe said in a July 13 speech, making the case for "stodgy" 
monetary policy. 

– UK retailers saw a weather-induced boost in retail sales volume growth in July, although at a slower pace than in the 
previous month, but supplier orders were down sharply on the month, a CBI survey showed Wednesday. The reported 
sales volume balance rose to +20 in July, down 12 points from June but 2 points above the expected level. The figure is 
also in line with the long-run trend. July's result meant that the headline balance has now put together a string of four 
consecutive monthly increases after falling into negative territory in March. However, the rosy picture does not appear to 
have sustained expected sales volumes, standing at 0 for August. Dissecting the month's rise in activity, growth was 
fairly broad-based across retail sub-sectors, with the pick-up in June driven particularly by a rise in non-store sales, 
footwear & leather and department stores. Grocers and hardware & DIY stores also fared well, reporting robust sales. 
Meanwhile, carpet and furniture stores and clothing retailers continued June's drop in sales volumes with further falls in 
July of 43 and 15 units, respectively. 

– UK Mortgage approvals rose for a third consecutive month in June, hitting a nine-month high, UK Finance (UKF) data 
showed Wednesday. The June UKF figures provide some evidence that housing market activity is improving, with 
approvals a key indicator of future house purchase levels. In June there were 40,541 mortgage approvals for house 
purchase on a seasonally adjusted basis, up from 39,528 in May and the best outturn since the 41,233 approvals 
recorded last September. That said, activity on the whole still remains muted. Despite being above the 12-month average 
of 39,493, June's 40,541 approvals figure sits a fair way below the long-run historical average of 51,307 monthly 
approvals (data commencing from September 1997). 

– The UK government on Tuesday unveiled the largest public sector pay boost in almost a decade, with about 1 million 
workers set to benefit from new deals aimed at staving off departures and attracting new graduates into the public sector. 
Teachers are among the primary beneficiaries, with salaries set to rise in the range of 3.5% on year, while other 
professions including soldiers and police and prison officers will enjoy more modest increases that still exceed the 1% 
pay cap that was lifted last year. Chief Secretary to the Treasury Liz Truss said that department budgets could absorb 
the pay increases, and that the education department’s central budget would receive an extra GBP508 million to cover 
the increased wage costs.  

– UK manufacturing order books and output volumes eased slightly in the month on July but managed to hold on to the 
bulk of the 16-point gain notched in June, a survey from the Confederation of British Industry showed Tuesday. The July 
total order book balance fell to 11% in July, down two points on the June result -- which incidentally was the second-best 
result of the year -- but well above the long-term average of -13. Despite easing, the headline index kept hold of the 
majority of the 16-point gain notched in June, signalling steady, robust conditions among manufacturers. A sub-
component of the headline index, the export order balance was unchanged on the month at 9%. The volume of orders in 
the three months to July soared to 27%, up from 29% in June, suggesting manufacturers closed out the second quarter 
in strong form. Firms were slightly more conservative about their perceptions for the forthcoming three months, however, 
with the expected volume of output measure dropping four points to 14% -- but still above the long-term average of 9%. 

– Bank of England Deputy Governor Ben Broadbent said that if the Monetary Policy Committee (MPC) started unwinding 
quantitative easing and inflation pressures eased, the MPC would respond by cutting Bank Rate first rather than halting 
the unwind. In a speech on Monday at the Society of Professional Economists Broadbent fleshed out the MPC's 
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approach to QE unwind following its announcement last month that it expected it to start when Bank Rate reached 1.5%, 
rather than 2.0% as it previously indicated. Broadbent said that the MPC had been watching the US Federal Reserve's 
Quantitative Tightening (QT) closely and had learnt from the way the Fed has minimised the market impact. Broadbent 
said that the MPC's approach would be to set Bank Rate taking into account the impact of ongoing QE unwind, with the 
policy rate as the active instrument. "The framework is designed to ensure that, should inflationary pressures weaken, 
the first response would be to cut interest rates," he said. 

Europe (ex. UK) 

– The yield on benchmark 10-year Bunds rose to 0.403% last week, up from 0.37% at the previous week’s final bell, as 
German government debt tracked Japanese bond yields in spiking higher on expectations that the Bank of Japan (BOJ) 
is preparing to close its massive quantitative easing program.  

– France’s second-quarter GDP growth disappointed at 0.2%, matching the anaemic print from the first quarter, data 
released Friday by Insee showed. Household spending fell 0.1% in the quarter while gross fixed capital formation 
recovered slightly from the prior three months. Imports and exports increased 1.7% and 0.6%, respectively, as trade 
weighed on first-half GDP following a balanced first quarter. 

– As expected, the European Central Bank (ECB) left its policy rate on hold at its July meeting Thursday, but the bank 
reaffirmed that it will bring about an end to its quantitative easing program at the end of 2018. The ECB kept its base 
deposit rate at -0.4% and easing at EUR30 billion per month, with that amount set to be halved come September. In a 
statement following the meeting, the bank hinted at interest rate rises ahead: "The Governing Council expects the key 
ECB interest rates to remain at their present levels at least through the summer of 2019," it said. ECB President Mario 
Draghi added: “While uncertainties, notably related to the global trade environment, remain prominent, the information 
available since our last monetary policy meeting indicates that the euro area economy is proceeding along a solid and 
broad-based growth path. The underlying strength of the economy confirms our confidence that the sustained 
convergence of inflation to our aim will continue in the period ahead and will be maintained even after a gradual winding-
down of our net asset purchases. 

– The headline German Ifo business climate index, a barometer of the German economy, nudged lower in July, coming in 
at 101.7 points from the previous month’s 101.8, but bettered expectations across both its current economic assessment 
and its expectations index. The former registered 105.3 points, compared with last month’s 105.1, while the latter print 
was 98.2, a touch lower than the 98.6 recorded in June. 

– The Eurozone flash composite PMI was released on Tuesday, with the reading dropping to a two-month low at 54.3. 
Manufacturing output in the Eurozone grew at a rate unchanged from June's 19-month low. This stemmed from a very 
weak expansion in factory order book inflows, which were the lowest for nearly two years. The slowdown in factory order 
book growth was attributed to weakened export gains, with new export orders posting the smallest monthly rise since 
August 2016. After registering a four-month high in June, July saw business activity growth in the services sector expand 
at its second-slowest pace in the past year-and-a-half. The rate of growth of Germany's private sector economy 
rebounded, with the July Composite PMI recovering from a 20-month low in May to reach a five-month high. This was 
driven by a strong increase in manufacturing output. However, Germany's performance was juxtaposed with that of 
France, where a flat-lining manufacturing sector resulted in the French Composite PMI posting its second-weakest 
reading in 18 months. 

Japan 

– The yield on 10-year Japanese government bonds rose to 0.104% last week, up from 0.035% at the previous week’s 
close, leaping the most in almost two years on news that the BOJ is engaged in preliminary talks over changing its 
monetary policy.  

– The BOJ on Friday refrained from conducting a market operation to buy an unlimited amount of Japanese government 
bonds with a remaining life of 5 to 10 years at a fixed-rate of 0.110% because today's rise in the 10-year JGB yield to 
what is seen as the upper limit of its "around zero percent" yield target was modest. On early Friday morning, the 10-
bond yield rose to 0.100%, which was higher than 0.090% on Monday (up 6 basis points from July 20's close), when the 
BOJ conducted a fixed-rate operation at 0.110% to stop the bond yield from rising further. On Monday, the BOJ's market 
operation team had to take action as the rise in the 10-year bond yield was rapid amid speculation that the BOJ board 
would announce measures to reduce the side-effects of large-scale easing at its July 30-31 meeting. 

– The annual consumer inflation rate in Tokyo, a leading indicator of the national average, accelerated in July from June as 
higher prices for processed food and rents offset slower gains in the costs for overseas holiday tours, data from the 
Ministry of Internal Affairs and Communications released Friday showed. The Tokyo core consumer price index 
(excluding fresh food) rose 0.8% on year in June, coming in slightly firmer than the MNI median economist forecast for a 
gain of 0.7%. It was the 13th straight year-on-year rise and the pace of increase accelerated from 0.7% in June but was 



 

 Weekly market watch 8 

 

still below the recent peak of 0.9% in February. This indicates the year-over-year rise in the national CPI will also 
accelerate in July from the 0.8% rise in June in data due on Aug. 24. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
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. 


