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The week at a glance

KEY FIGURE

−− Market: The equity markets have been volatile this week.
−− United States: Core CPI rose 0.2% m/m, lifting the y/y rate to 2.3% from 2.2%.
−− Eurozone: in Germany, the ZEW indicator dropped more than expected.

0.1%
In June, headline CPI
increased 0.1% m/m,
growing 2.9% y/y (2.8% in
May).

KEY FOCUS
The MSCI China A-shares Index has been one of the worst performing
indices in Asia so far this year (-25% since its peak in January 2018).
Returns have been particularly negative since the first tranche of A-shares
were included in the MSCI China index at the beginning of June.
The correction contributed to improving MSCI China A-share valuations,
which are now trading at the same forward Price Earnings ratio as the
MSCI China and MSCI EM Asia. Moreover, the A-share premium vs. its
H-shares counterparts is close to the lowest levels we have seen since
2015.
A-shares are also attractive for profitability, improving balance sheets and
decreasing companies’ debt. On the negative side:
1) earnings momentum has slowed markedly;
2) concerns remain over the deleveraging process and Fed rate hikes in
the U.S.;
3) the U.S.-China trade dispute is escalating further after the
announcement of an additional $200 bn in tariffs on Chinese products. A
neutral stance is more prudent in the short-term.

KEY DATES

July 26th

July 31st

August 1st

European Central
Bank (ECB) monetary
policy committee

Japan Central Bank
(BOJ) monetary
policy committee

Federal Reserve
Bank (Fed) monetary
policy committee

Source: Amundi Strategy
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Our weekly analysis
Theresa May has shifted the UK’s position towards a
softer Brexit.
A few days after overcoming a parliamentary revolt from
pro-EU Conservatives, UK Prime Minister Theresa May
continued on her precarious path by pushing her Cabinet
to accept a more conciliatory position towards the EU
versus the one she had seemed ready to accept up to now.
This plan calls for :
1) initial alignment of regulations governing the goods
market,
2) the fact that the UK, while being free to strike trade
agreements with other countries, would collect customs
duties on its goods on the EU’s behalf (in order to enable
frictionless trade between the EU and the UK and, in
particular, to avoid customs checks being reinstated at the
Irish border),
3) acceptance of limited access to the European services
market, and
4) the end to free movement of people. This shift in the
UK’s position led to the resignation of two highly antiEU heavyweights in the government, namely Foreign
Secretary Boris Johnson and Brexit Secretary David Davis,

Conservative Party (other proponents of a hard Brexit
continue to support the Prime Minister), it is unlikely that
they would succeed. Furthermore, it is not necessarily in
their interest. Indeed, the majority of Parliament is strongly
against a hard Brexit, while a political crisis could trigger
new elections, a possible victory for the Labour Party and,
ultimately, even reverse the Brexit process itself.
The most likely scenario is that Theresa May will remain at
the helm to tackle the next steps, i.e. further parliamentary
attempts by pro-EU MPs and, above all, continuing
negotiations with the EU itself. The Europeans are primarily
concerned with maintaining the integrity of their single
market and ensuring that the UK’s withdrawal does not
cause issues for other countries, and so will demand
additional concessions (either pushing towards the UK
remaining in the single market, or for a very specific status
limited to Northern Ireland). It is likely that the UK will,
again, shift its position (more so than the EU would be
willing to shift its own position) and that an agreement
could be reached for a soft Brexit to happen in March 2019,
followed by a long transition period. However, uncertainty
is likely to be rife until that happens.

The hard Brexit camp might want to bring Theresa May
down now. However, given the internal struggles in the
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DISCLAIMER Completed on 13th July 2018
Consideration should be given to whether the risks attached to any investments are suitable for prospective investors who should ensure that they fully understand the contents of this document. A professional advisor should be
consulted to determine whether an investment is suitable. The value of, and any income from, an investment can decrease as well as increase. Further, past performance is not a guarantee or a reliable indicator for current or future
performance and returns. This document does not constitute an offer to buy nor a solicitation to sell in any country where it might be considered as unlawful, nor does it constitute public advertising or investment advice. This
document has not been drafted in compliance with the regulatory requirements aiming at promoting the independence of financial analysis or investment research. Amundi is therefore not bound by the prohibition to conclude
transactions of the financial instruments mentioned in this document. Any projections, valuations and statistical analyses herein are provided to assist the recipient in the evaluation of the matters described herein. Such projections,
valuations and analyses may be based on subjective assessments and assumptions and may use one among alternative methodologies that produce different results. Accordingly, such projections, valuations and statistical analyses
should not be viewed as facts and should not be relied upon as an accurate prediction of future events. The information contained in this document is deemed accurate as of 09/03/2017. Data, opinions and estimates may be changed
without notice. This material is solely for the attention of institutional, professional, qualified or sophisticated investors and distributors. It is not to be distributed to the general public, private customers or retail investors in any
jurisdiction whatsoever nor to “US Persons”. Moreover, any such investor should be, in the European Union, a “Professional” investor as defined in Directive 2004/39/EC dated 21 April 2004 on markets in financial instruments (“MIFID”)
or as the case may be in each local regulations and, as far as the offering in Switzerland is concerned, a “Qualified Investor” within the meaning of the provisions of the Swiss Collective Investment Schemes Act of 23 June 2006 (CISA),
the Swiss Collective Investment Schemes Ordinance of 22 November 2006 (CISO) and the FINMA’s Circular 2013 on distribution of collective investment schemes. In no event may this material be distributed in the European Union to non
“Professional” investors as defined in the MIFID or in each local regulation, or in Switzerland to investors who do not comply with the definition of “qualified investors” as defined in the applicable legislation and regulation. Amundi
has prepared and presented these performances in compliance with the Global Investment Performance Standards (GIPS®). Amundi, the «firm», groups together all the fee-paying portfolios managed in a discretionary manner by
the worldwide management centers. The 2010/01/01, asset management activities for third parties represented by Crédit Agricole Asset Management and Société Générale Asset Management (AIMR/GIPS compliant and verified since
1994/01/01) merged, giving birth to a new asset management company Amundi. As of 2014/12/31, the investment centers include Amundi Paris, London, Tokyo, Hong Kong, Singapore, Malaysia, Amundi IS (only structured management), Amundi Smith Breeden and Amundi AI. According to the GIPS® standards, the total firm assets include the assets of all portfolios falling within the definition of the Firm, i.e. EUR567 billion as of 2014/12/31. A complete list and
description of all of firm’s composites is available upon request by e-mailing : ‘gips-aimr-information@amundi.com In compliance with French applicable laws, Amundi Asset Management’s contacts have the right to receive, rectify
or ask for deletion of the personal data Amundi holds on them. To enforce this right, they can contact Amundi Asset Management at: info@amundi.com Document issued by Amundi Asset Management, French joint stock company
(“Société Anonyme”) with a registered capital of € 1 086 262 605 and approved by the French Securities Regulator (Autorité des Marchés Financiers-AMF) under number GP 04000036 as a portfolio management company, 90 boulevard
Pasteur - 75015 Paris-France - 437 574 452 RCS Paris. Composition: ART6. Photos: 123rf; iStock.
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