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Over the first two days of the week, the EUR/USD
exchange rate fluctuated mildly but remained on
the downward trend in expectation of the US
labour market data and the rise in wages
benefitting the dollar. On the other hand, in July
ZEW Indicator of Economic Sentiment for
Germany saw a monthly drop, which weakened
the euro. Similar data were published for France
for May. On Wednesday, the EUR/USD exchange
rate experienced a downward trend as a result of
putting aside the tensions building up around the
trade war and focusing on the data revealing the
0.3% rise in the US producer prices in June. This
data supports the position that the price growth in
the USA is stable, and as per analysts, it will most
likely enable the Fed to make two more interest
rate hikes this year. The exchange rate stood
steady on Thursday, whereas Friday ended with
the euro stronger than the dollar, due to a drop in
the yields of the US long-term Treasury Bonds.
Weekly analysis revealed that the EUR/USD
exchange rate did not record major changes
(starting the week at 1.1746 and ending it with
1.1686).
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On Monday, the EUR/GBP exchange rate grew
fuelled by the news that the Great Britain's Prime

Minister, Theresa May was facing a political crisis
since one of her cabinet's key members had
resigned in protest against the plan for a “soft
Brexit”. The Brexit Minister David Davis, resigned
because he disagreed with the politics pursued by
the country's Prime Minister. He expressed his
opposition to the "soft Brexit" negotiations that
include the establishing of the UK-EU free trade
area for trading agricultural and industrial
products, as well as the combined customs union.
Foreign Minister Boris Johnson stepped down the
same day. The exchange rate weakened as soon
as the next day, due to disappointing data on the
ZEW Indicator of Economic Sentiment for
Germany. The EUR/GBP exchange rate fluctuated
mildly up to the end of the reporting week, as the
investors were trying to estimate the impact of
the resignations of May's ministers involved in the
Brexit negotiation plans on the expected interest
rate increase. The internal political crisis was
followed by disappointing data on the UK's
industrial output, additionally weakening the
British currency.
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The EUR/JPY exchange raterose this week from
129.72 to 131.30. The week started with the
EUR/JPY exchange rate on an uptrend due to
"lack"of new trade tensions between the USA and
China, which resulted in lower safe-haven
demand. The EUR/JPY exchange rate remained on
the same trend the following day, after the Trump
administration released the list of Chinese goods
exported to the USA that will be subject to
additional tariffs with an annual trade value of
about 200 billion dollars. On Thursday, the yen
weakened as a result of the rise in Chinese stock
prices. The EUR/JPY exchange rate fluctuated
slightly on Friday.
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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

%
9July 2018* 13 July 20182 Change
EUR/USD 1.1746 1.1685 -0.52
EUR/GBP 0.88430 0.88339 -0.10
EUR/JPY 129.770 131.30 1.18
EUR/AUD 1.58099 1.57399 -0.44
EUR/CHF 1.16257 1.17063 0.69
USD/JPY 110.470 112.38 1.73
GBP/USD 1.3283 1.3222 -0.46
Central Bank Reference interest Reference Next
rate interest rate meeting
level
European Central | ECB Main 0
Bank Refinancing Rate 0.00% 26 July 2018
Federal Reserves | Federal Funds 2.00% 1 August
Target Rate 2018
Bank of Japan Overnight Call -0.10% 31 July 2018
Rate
Bank of England | Official Bank Rate 0.50% 2 August
2018
Swiss National Libor Target Rate 20
Bank -0.75% September
2018
Bank of Canada | Target Overnight 1.50% 5 September
Rate 2018
Reservg Bank of | Cash Rate Target 1.50% 7 August
Australia 2018
Change in
09.07.2018.2 13.07.2018.* basis points
Eonia -0.362 -0.362 0.00
Euribor 1IW -0.378 -0.377 0.26
Euribor 1M -0.371 -0.369 0.54
Euribor 3M -0.321 -0.321 0.00
Euribor 6M -0.270 -0.268 0.74
Euribor 12M -0.181 -0.179 1.10

'Opening market value on Monday

“Closing market value on Friday
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Germany's 10-Year Government Bond yields,
were stable Monday through Tuesday, which
was followed by an upturn by about 5 bp in the
middle of the reporting week. The rise was
fuelled by the media reports of the ECB Board
members disagreeing on the timing of the
interest rate hike, and the possibility of the
sooner-than-expected interest rate rise -
during July 2019. These yields were on a slight
downtrend for the rest of the week, closing the
week at 0.34%.
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On Monday and Tuesday, yields on the US 10
Year Treasury Bonds grew, mainly on the back
of de-escalating concerns regarding the trade
relations between the USA and China.
However, Tuesday ended with these yields
dropping by about 5 bp as the USA announced
the introduction of new tariffs on Chinese
products pushing the trade war concerns into
focus again. On Wednesday and Thursday this
market was once more on an upward trend,
fuelled by the solid data regarding the
consumer price index. However, as of Thursday
afternoon up to the end of the reporting week,
the yields declined after a report revealed that
consumer confidence had reached its 6-month
minimum, although remaining close to past 12
months average. There were no significant
changes in these yields on the weekly level
(they stood at 2.825% at the beginning and
2.827% at the end of the reporting week).
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Price of gold was on an almost constantly
downward trend during the reporting week.
The precious metal's price decline was caused
by the dollar strengthening against most
currencies, which has led the decline in demand
for gold. Furthermore, favourable data from
the USA (production prices rise of 0.3% in June
compared to May) fuelling the expectations
that the FED will increase the interest rates, had
an additional impact on the gold price drop.
The decline in the price of gold slowed down by
the end of the reporting week.
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Crude oil price experienced a downturn in this
reporting week. The price grew mildly over the
first two days due to the concerns building up
around a possible disruption in the supply of
this product in Canada and Libya, as well as to
the US sanctions against Iran. The growth was
also a result of the oil-worker strikes in
Norway, which is the biggest producer of oil in
the Western Europe as well as due to the
publishing of the report revealing that the US
oil supply was diminishing. However prices
dropped sharply on Wednesday, amidst the
fears that the tensions between the USA and
China might jeopardise the demand for this
product (the USA announced new tariffs on the
Chines goods), and also due to Libya
announcing the reopening of some export
terminals, potentially increasing the oil supply.
The price made a mild recovery by the end of
the end of the reporting week.
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Table 4 - Economic indicators (9 - 13 July 2018)

Expected Current Previous
value value value

Country Indicator Period

Industrial production

Euroarea | Measures the change in the output May
volume in the manufacturing and MoM% 1.2% 1.3% -0.8%
energy sectors. Industrial output YoY% 2.4% 2.4% 1.7%
represents around 1/4 of the euro
area's GDP.
Sentix Investors' Confidence
Monthly survey showing the market July
sentiment on the current economic 9.0 12.1 9.3

situation and outlook for the next
quarter. A higher than expected
reading should be taken as positive
for the euro area and the euro itself.
Germany | ZEW Survey Expectations

This survey measures expectations July
regarding the economic growth for -18.9 -24.7 -16.1
the next 6 months. Experts are
surveyed on whether they expect an
improvement or deterioration, thus
the difference between the number
of positive and negative responses
represents the indicator value.

Italy Industrial production
Measures the production output of May
the sectors for energy, factories and MoM% 0.8% 0.7% -1.3%
mines. In the short term, this YoY% 2.8% 2.1% 1.9%

indicator is of high significance
because its shows the intensity of
industrial activities.

Great Industrial production

Britain Measures the production output of May
the sectors for energy, factories and MoM% 0.5% -0.4% -1.0%
mines. In the short term, this YoY% 1.9% 0.8% 1.6%

indicator is of high significance
because its shows the intensity of
UK's industrial activities. Growing
industrial output points to increased
production and economic expansion,
which is "healthy" for the sterling.

Source: Bloomberg
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