


CHART OF THE WEEK

Given the cheapening in the 
frontend of the US fixed-income 
market, US bill yields now offer 
more attractive returns for 
investors than the dividend 
yields on US stocks – something 
that has not been the case for 
over a decade.

Source: BofA Merrill Lynch Global Researdh



MACROECONOMIC DATA



• US Durable Goods

Orders placed with U.S. factories for business equipment rebounded in April even as
the prior month’s figure was revised downward, indicating resilient demand at the start 
of the second quarter, Commerce Department figures showed

 April’s durable goods orders suggest a plateau may be approaching. Headline orders
were distorted by a pullback in aircraft orders, but the underlying details confirm a 
pattern also evident in the industrial production data and recent ISM surveys -- the pace 
of activity appears to be leveling out. By no means does this imply that a downturn is
coming

COMMENTS

US DURABLE GOODS STILL SOLID

source: bloomberg



• Euro Zone GDP

Updated first-quarter GDP data showed the economy expanded 0.4 percent, down 
from 0.7 percent at the end of 2017, in line with the initial reading from the Eurostat
office

 As European Central Bank policy makers prepare for what could be a pivotal meeting 
next week where they’ll discuss the future of their bond-buying stimulus program, one
key question is whether growth will stabilize at this new pace or continue to weaken. 
Factory data on Thursday from Germany, the euro region’s biggest economy, provide a 
reason for concern, as they showed manufacturing orders fell for a fourth straight
month.
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EZ ECONOMIC GROWTH IS FADING

source: bloomberg



COMMENTS

• Japan GDP

 Japan’s revised 1Q GDP data confirmed the preliminary contraction, and came in below
the consensus estimate. The details though, sent a positive signal on a rebound in 2Q

Private investment was revised upward to show an increase instead of a decrease -- the 
biggest driver to the upside. This bodes well for the business cycle. Inventory 
accumulation was revised downward, putting a heavier drag on GDP. The good news is
some of that could unwind in 2Q, boosting growth

source: bloomberg



• China Trade Balance

China’s massive trade surplus with the world shrank in May. Unfortunately for the 
ongoing tensions with President Donald Trump, the surplus with the U.S didn’t

China’s trade surplus of $105 billion with the U.S. in the first five months of this year was
even higher than its total trade surplus, said Larry Hu, a Hong Kong-based economist at
Macquarie Securities Ltd. "China’s high trade surplus with the U.S. is partly due to its
position in the global supply chain, as its trade deficits with Japan, Korea and Taiwan 
amounted to$102 billion over this period."

source: bloomberg
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The European Central Bank’s Chief Economist, Peter Praet delivered a hawkish message, 
raising expectations that the ECB will halt its bond buying programme by the end of the 
year. Praet stated that the eurozone economy’s “underlying strength” had raised his 
confidence that inflation would move towards the central bank’s target. Jens 
Weidmann, president of Germany’s Bundesbank and member of the ECB’s governing 
council also echoed this view on inflation. 

The Argentinian government together with the International Monetary Fund 
announced on Thursday that they have reached an agreement for a three-year, $50bn 
standby arrangement, subject to IMF board approval. 

Trump: “Whether you like it or not, and it may not be politically correct, we have a world 
to run and in the G-7, which used to be the G-8, they threw Russia out they should let 
Russia come back in cause we should have Russia at the negotiating table."

source: bloomberg and EFG AM

IMPORTANT NEWS



S&P 500 UST 10Y (yield)

…REACTIONS



EuroStoXX 600 Bund 10Y (yield)

…REACTIONS



EUR vs USD Gold
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US HY spread EU HY spread
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