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FX NEWS
EUR/USD
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Although the EUR/USD exchange rate had a rising
trend at the very start of the reporting period, it
continued to weaken during the week. The decline in
the exchange rate was triggered by the
strengthening of the dollar as a result of the
continued tensions on the US - China relations, as
well as the statement made by the US Secretary of
State that the sanctions would be imposed on the EU
as well. During the week, the published US economic
data (retail, manufacturing, industrial output)
encouraged investor confidence in the US economy,
which also led to the appreciation of the US
currency. Another growth factor was the rise in
yields on US government bonds (10-year yields
reached the highest level in the past nearly seven
years by the end of the week), as well as rising
expectations that the Fed will increase the interest
rate three rather than two additional times by the
end of the year. On the other hand, the euro
weakened as it was announced that Germany's
economic growth in Q1 was revised downwards,
from 0.4% to 0.3%, and was also under pressure due
to the publication of a report stating that the future
Government of Italy could request a debt write-off of
250 billion euro from the ECB (which was denied by
the 5-Star and the League at the end of the week).
The EUR/USD exchange rate closed at 1.1772 on
Friday, being 1.1950 at the beginning of the week.
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The EUR/GBP exchange rate had a downward trend
during the reporting period. At the beginning of the
week, sterling boosted owing to the labour market
data which showed that weekly earnings in Great
Britain, excluding bonuses, rose. The decline in the
exchange rate continued on Wednesday as the
media in that country noticed that the Great Britain
would announce to the EU that it was ready to
remain in the customs union after 2021 as well. The
EUR/GBP exchange rate weakened at the end of the
week as the newly formed populist coalition in Italy
sought debt write-offs, which affected the decline in
the euro.
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On Monday, the EUR/JPY exchange rate had a rising
trend, which was soon interrupted. Namely, the rise
in yields on US government bonds caused a decline
in stock prices on stock exchanges, therefore
investors were turning to the Japanese currency,
which is why this exchange rate began to fall.
However, in the second half of the week, the
exchange rate had a rising trend once again, mainly
due to the weakening of the yen. As for Japan, it was
announced that the consumer prices index in April
fell for the second month in a row, ranking at 0.7%,
while the level targeted by the Bank of Japan was
2%.
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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

%
14 May 2018* 18 May 20182 Change
EUR/USD 1.1943 1.1772 -1.43
EUR/GBP 0.88184 0.87391 -0.90
EUR/JPY 130.63 130.39 -0.18
EUR/AUD 1.58318 1.56725 -1.01
EUR/CHF 1.19482 1.17404 -1.74
USD/JPY 109.39 110.78 1.27
GBP/USD 1.3542 1.3469 -0.54
Central Bank Reference interest Reference Next
rate interest rate meeting
level
European Central E(?B main ) 0.00% 14 June 2018
Bank refinancing rate
Federal Reserves | “Federal Fu'r]ds 1.75% 13 June 2018
Target Rate
Bank of Japan Ove”rnlght Call -0.10% 15 June 2018
Rate
Bank of England Offlfla| Bank 0.50% 21 June 2018
Rate
Swiss National leo”r Target -0.75% 21 June 2018
Bank Rate
Bank of Canada R;igg’et Overnight 1.95% 30 May 2018
Reservg Bank of Cash Rate Target 1.50% 5 June 2018
Australia
Change in
14.04.2018.1 18.05.2018.2 basis points
Eonia -0.361 -0.371 -1.00
Euribor 1W -0.381 -0.381 0.00
Euribor 1M -0.371 -0.371 0.00
Euribor 3M -0.327 -0.326 0.10
Euribor 6M -0.272 -0.271 0.10
Euribor 12M -0.189 -0.189 0.00

'Opening market value on Monday

“Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS
MARKET
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Yields on German 10-year government bonds
rose over the first two days of this reporting
week as the ECB representative Francois de
Galhau said the central bank is getting closer to
the end of bond purchases and will update its
guidelines concerning the next increase in
interest rate. He also added that after the
expiration of the bonds purchase programme,
the interest rate will be preserved at the same
level for a while, this referring to quarters, not
years, and that it will take about 6 to 9 months
for the first increase in the interest rate to
occur, following the bonds purchase
programme suspension. Over the next two
days, yields on these bonds did not record a
major change, so as to make a sharp fall on
Friday, due to uncertain political situation in
Italy, as the two Eurosceptic parties reached an
agreement on establishing the government.
The yields on German 10-year government
bonds were at the level of 0.579% on the last
day of the week.
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The yields on US 10-year government bonds
had an upward trend during most time of this
reporting week. The growth in yields on these
bonds was result of the release of better than
expected economic data on the US market, and
the expectations of traders concerning the
increase in the Fed's interest rate this year.
The yields of 10-year bonds were at the weekly
maximum of 3.1262% at the night between
Thursday and Friday, which is the highest level
since July 2011. Growth in vyields also
prompted the strengthening of the US
currency. The yields fell slightly on the last day
of this reporting week, as investors focused
their attention on resolving trade issues
between the US and China, and whether the
two negotiating sides would achieve a
satisfactory agreement. Yields on 10-year
bonds stood at 3.0559% at the end of the
week.
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GOLD

GOLDS  CHPN | 1307.23 2.61 - 1307.25 /1307.34
At 14:58  Op 1304.49  Hi 1307.7 04. 61
GOLDS Corndt 99 Compare 96 Acti = Intraday Price Chart
H cay(s g - e 59 T RIS

1D 30 1M &M VID 1V SV Max [Tick W

i, i
i b U‘\MJWLl

1““"?‘?“"“"“‘[
b
d Hlt"o,'

“\
|

uﬂ“ﬁ A o Y

', g i § ok
Iy H Tl L ‘”h‘"\"‘m, o L
‘”‘ (i ‘111,}1“’"‘1\[ i hwuﬂ

Source: Bloomberg LP

The price of gold fell at the beginning of this
week as the strengthening of the dollar led to a
rise in demand for risky assets. The price of this
precious metal stabilized around the level of $
1,292.60 per ounce in the rest of the week.
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The crude oil price during this reporting week
had an upward trend. The rise in oil prices was
influenced by conflicts between Palestine and
Israel in the Gaza Strip. The oil price is rising,
due to increasingly less export of this raw
material from Venezuela. By the end of the
week, oil prices ranged close to the level of $
80 per barrel, the first time since end-2014, as
the stock of this raw material fell globally.
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Table 4 - Economic indicators (14 - 18 May 2018)

Expected Current Previous
value value value

Country Indicator Period

Initial Jobless Claims

Measures the number of people
receiving unemployment
allowances. Similar to the 12 May
applicant, the growing number of K=1,000 219K 211K 211K
jobs is accompanied by an
economic expansion that could
influence inflationary pressures.

Industrial production

Measures the changes in the
output volume of the production,
service and mining sectors. April
USA MoM% 0.6% 0.7% 0.5%
Manufacturing

This indicator assesses the
condition of the US industry by
examining executives about their April
expectations regarding future MoM% 0.5% 0.5% 0.1%
production, new orders, stocks,
employment and deliveries.

Retail Sales
Measures changes in retail trade
in Germany.
April

0.5% 0.3% 0.2%
Source: Bloomberg
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