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FX NEWS 
EUR/USD  

 
Source: Bloomberg LP  
 

The EUR/USD exchange rate fell on the first day 
of this reporting week over the concern that the 
political crisis in Germany is rising due to the 
conflicts in Angela Merkel's coalition with 
regard to migrants. The exchange rate 
recovered the next day, as German Interior 
Minister stated they have a clear solution to 
stop the flow of illegal immigrants to the 
German-Austrian border. The dollar weakened 
against the euro and most of the leading 
currencies ahead of the US holiday 
(Independence Day), therefore the EUR/USD 
exchange rate had a rising trend. The dollar 
weakened as the Central Bank of China declared 
that it will not use the yuan exchange rate as an 
instrument in trade conflicts with the United 
States. By the end of this reporting week, the 
EUR/USD exchange rate had an upward trend, 
as the report showed that the factory orders 
rose in Germany in May, and the US 
ambassador in Germany told car producers they 
should find a solution concerning tariffs. The 
EUR/USD exchange rate rose on Friday after 
data from the US labour market was published 
and due to concerns over the escalation of trade 
tensions, as China and Russia are preparing to 
respond to tariffs introduced by the United 
States (the unemployment rate in the US rose to 
4% in June from May's 3.8%). The news that the 
German industrial output rose in May by 2.6% 
compared to the previous month was in support 
of the strengthening of the euro as well.  
 

EUR/GBP  

 
Source: Bloomberg LP  
The EUR/GBP exchange rate fluctuated for the 
first two days, as encouraging data on Britain's 
manufacturing sector failed to prevent the 
concern of Brexit investors, and British factories 
are also fearing of possible additional trade 
tariffs and the trend of the British pound. On 
Wednesday, the EUR/GBP exchange rate fell 
due to the release of better than expected data 
on the UK service sector. Over the week, the 
EUR/GBP exchange rate grew as a result of the 
euro strengthening, as well as the pressure put 
on the British Prime Minister by some of the EU 
officials, companies and people in the legislation 
on the Brexit issue (Angela Merkel's 
Government said on Thursday that the British 
plan regarding Brexit is impracticable).   
 
EUR/JPY   

 
Source: Bloomberg LP  

At the beginning of the week, the EUR/JPY 
exchange rate fluctuated as investors expected 
a market reaction on 6 July, when the tariffs 
introduced by the United States to China would 
come into force. The last two days of this 
reporting week, the euro strengthened against 
the Japanese currency and it was at the level of 
129.74 at the end of the week.    
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Table 1 - Exchange rates 
of the most important 
currencies  

 
 
 
 
 
 
 

 
 
 
 
 
 

Table 2 - Overview of  
the reference interest 
rates of the leading  
central banks 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 3 - Eonia and  
Euribor  
 
 
 
 
 
 
 
                 

                                                
1Opening market value on Monday  
2Closing market value on Friday 
 
 

  
2 July 2018 1 

 
6 July 2018 2 

% 
Change  

EUR/USD 1.1684 1.1746 0.53 
EUR/GBP 0.88473 0.88430 -0.05 
EUR/JPY   129.36 129.770 0.32 

EUR/AUD 1.56610 1.58099 0.95 
EUR/CHF 1.15704 1.16257 0.48 
USD/JPY 110.76 110.470 -0.26 
GBP/USD 1.3207 1.3283 0.58 

Central Bank Reference interest 
rate 

Reference 
interest rate 

level 

Next 
meeting 

European Central 
Bank 

“ECB main 
refinancing rate” 0.00% 26 July 2018  

Federal Reserves “Federal Funds 
Target Rate” 2.00% 1 August 

2018  
Bank of Japan “Overnight Call 

Rate” -0.10% 31 July 2018  

Bank of England “Official Bank 
Rate” 0.50% 2 August 

2018  
Swiss National 
Bank 

“Libor Target 
Rate” -0.75% 

20 
September 

2018 
Bank of Canada “Target Overnight 

Rate” 1.25% 11 July 2018  

Reserve Bank of 
Australia 

“Cash Rate Target” 1.50% 7 August 
2018  

  
02.07.2018.3 

 
06.07.2018.4 

Change in 
basis points 

Eonia -0.358 -0.362 -0.40 
Euribor 1W -0.380 -0.378 0.20 
Euribor 1M -0.370 -0.371 -0.10 
Euribor 3M -0.321 -0.321 0.00 
Euribor 6M -0.270 -0.270 0.00 
Euribor 12M -0.181 -0.181 0.00 
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EUROPEAN GOVERNMENT BONDS 
MARKET 

 
Source: Bloomberg LP  
 

The yields on German 10-year government 
bonds fell by about 1 basis point this week, but 
their trend was volatile over the week.  At the 
start of the week, these yields grew, then fell 
again but for no specific reasons, so they stood 
on Wednesday at the level from the beginning 
of the week. These yields had a rising trend 
once again on Wednesday afternoon and 
Thursday morning, after data showed that 
factory orders in Germany rose by 2.6% in May, 
but also due to statements made by unnamed 
ECB officials that they believe that an increase 
in interest rates is possible in September or 
October next year, which will of course depend 
on the economic outlook at that time (which 
jeopardized investors' expectations that the 
increase in the reference interest rate will only 
come in December 2019, and not earlier).   
However, on the same day, the yields fell and 
retained this trend by the end of the week, as 
demand for safe instruments rose due to the 
entry into force of US restrictions on imports of 
Chinese products. The yields on 10-year bonds 
stood at 0.29% at the end of the week. The 
yields on German 5-year government bonds 
were at the level of -0.30% both at the 
beginning and the end of this week.    
 
 
 
 
 
 
 

 
US GOVERNMENT BONDS MARKET 

 
Source: Bloomberg LP  
 

The yields on the US government bonds 
declined during the week. The most significant 
drop was on 10-year US bonds, which lost 
about 5 basis points in the observed period.  
The biggest decline in yields came on Tuesday 
once the global stock prices weakened as a 
result of fears that a trade conflict between 
Europe and the United States could get worse 
(the EU president said that Europe must be 
prepared for the worst case scenario and that 
trade tensions could be even worse). The US 
bond market was closed for holidays in the 
mid-week. During the past two days, a slight 
decline in yields was recorded, which was 
stopped at the very end of the reporting 
period, as positive labour market data from the 
United States was received. The yields on 10-
year US bonds were 2.83% at the end of this 
period.  
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GOLD 

 
Source: Bloomberg LP  
 

The price of gold ranged the first two days of 
this reporting week depending on the dollar 
trend, therefore its fall on Tuesday morning at 
almost the lowest level since the beginning of 
the year was caused by the strengthening of 
the dollar, while the withdrawal from this level 
was a result of its weakening. By the weekend, 
the price of this precious metal was quite 
stable, fluctuating within the range of around 
$1250 to $1260 per ounce, mainly for the 
reason that the data from the US labour 
market and the entry into force of tariffs on 
imports of Chinese products were expected.  
Observed at the weekly level, gold prices rose 
by just $2 per ounce, from $1253 to $1255.    
  
 

 

 

 

 

 OIL 

 
Source: Bloomberg LP  

The price of oil was steadily and slightly 
declining this week. The fall came as the US 
president was putting pressure on Saudi Arabia 
to increase the production of this energy 
generating product. Also, the US President 
urged other members of the OPEC to increase 
production. At the same time, it was 
announced that oil stocks in the US rose during 
the previous week, which further affected the 
weakening of the oil prices. They fell from 
$77.31 a barrel to $76.52 a barrel this week. 
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Table 4 - Economic indicators (2 - 6 July 2018)     

Country Indicator Period Expected 
value 

Current 
value 

Previous 
value 

 
Germany 

 
 

Factory Orders   
Shows change in number of orders 
with domestic producers.  The data 
shows the demand for German 
industrial products. Factory orders 
are an early indicator of the overall 
consumption in the economy, which 
affects economic growth. 
Industrial production 
Measures the changes in the output 
volume of the production, service 
and mining sectors. 
 

 
May 

         MoM% 
 
 
 
 
 
 

May 
 
 

 
 

1.1%  
 
 
 
 
 
 
 

0.3% 

 
 

2.6% 
 
 
 
 
 
 
 

2.6%  

 
 

-2.5% 
 
 
 
 
 
 
 

-0.1% 
 

Euro area Retail Sales 
Measures changes in the Euro area 
retail trade.  

May 
         MoM% 

YoY% 

 
0.1% 
1.6% 

 
0.0%  
1.4% 

 
0.1% 
1.7% 

Great 
Britain 

PMI Services          
This index measures the total activity 
of service sector in Great Britain. It 
includes the status of sale, 
employment, and their outlook. 
Higher value of the index points to 
the increased volume of the 
purchase and positive economic 
outlook.  
PMI Manufacturing 
Monthly research on production 
activity and its future outlook.  The 
higher index that measures this 
activity points to a more optimistic 
economic outlook. 
 

 
June 

 
 
 
 
 
 
 
 

June 

 
 

54.0 
 
 
 
 
 
 
 
 

54.0 
 

 
 

55.1 
 
 
 
 
 
 
 
 

54.4 
 
 
 

 
 

54.0 
 
 
 
 
 
 
 
 

54.4 

USA Initial Jobless Claims 
Measures the number of people 
receiving unemployment allowances.  
Unemployment Rate 
It shows the total percentage of 
those who are considered 
unemployed in the United States. 
Given that the Fed must keep 
unemployment under control, its 
high rate puts pressure on interest 
rates (in terms of their reduction), as 
the Fed will then seek ways to 
improve the situation in the labour 
market.   
 

 
23 June 
K=1,000 

 
June 

 
 
 

 
 

225 K 
 
 

3.8% 
 
 

 
 

231 K 
 
 

4.0% 
 
 

 
 

227 K 
 
 

3.8% 

 Source: Bloomberg   


