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At the beginning of this reporting week, the
EUR/USD exchange rate was stable. Over the
next two days, there has been a decline in the
exchange rate as the rising tensions between
China and the United States have affected the
decline in demand for risky assets, which has
particularly affected the actions of European
companies in the field of mining, technology
companies and the automotive industry. The
end of this reporting week brought the recovery
of the EUR/USD exchange rate. The
strengthening of the exchange rate occurred
after the announcement that business activity
of the Central Atlantic region of the US fell in
June to its lowest level since November 2016. At
the same time, on the other side of the Atlantic,
there were positive data on the growth of the
index measured by the private sector activity in
Germany, France and the euro area, which
additionally affected this exchange rate to grow.
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For most of this reporting week, the EUR/GBP
exchange rate recorded a rising trend, due to
the weakening of the sterling in response to the
forthcoming Bank of England meeting, as well as
the uncertainty about the vote in the British
Parliament on Brexit. In the middle of the week,
the exchange rate showed signs of recovery,
after parliament adopted the draft Law on
Brexit of the Prime Minister May, and the
negotiations will continue at the EU summit 28-
29 June. On Thursday, after the end of the BoE
meeting, sterling recorded sharp growth against
the euro. Namely, as expected interest rate was
left at the current level, but this time also the
Chief Economist voted for its increase. However,
on Friday, the exchange rate recovered losses
from the previous day, due to the strengthening
of the euro caused by the better than expected
data on the composite index of the
procurement managers for manufacturing and
service sectors of the euro area.
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During the first two days, the EUR/JPY
exchange rate weakened due to the rising of
trade tensions between China and the US.
However, from Wednesday until the end of the
week, this exchange rate recorded growth.
Namely, one of the members of the Bank of
Japan Board has declared that they still have to
implement large monetary easing, as the
achievement of the inflation target of 2% is still
far away, and the Governor of the Bank of Japan
agreed with these statements.
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Table 1 - Exchange rates %
of the most important 18 June 2018! 22 June 20182 Change
currencies EUR/USD 1.1610 1.1651 0.35
EUR/GBP 0.87400 0.87878 0.55
EUR/JPY 128.43 128.15 -0.22
EUR/AUD 1.56005 1.56610 0.39
EUR/CHF 1.15746 1.15167 -0.50
USD/JPY 110.66 109.97 -0.62
GBP/USD 1.3278 1.3261 -0.13
Table 2 - Overview of Central Bank | Reference interest Reference Next meeting
the reference interest rate interest rate
rates of the leading level
central banks ;
European Central ,,E(?B main ) 0.00% 26 July 2018
Bank refinancing rate
Federal Reserves | ,,Federal Fugds 2 00% 1 August2018
Target Rate
Bank of Japan ,,Ove“rnlght Call -0.10% 31 July 2018
Rate
Bank of England ,,OffISIa| Bank 0.50% 2 August 2018
Rate
Swiss National ,,leo“r Target -0.75% 20 September
Bank Rate 2018
Bank of Canada ,,Tar%et Overnight 1.95% 11 July 2018
Rate
Reservg Bank of | ,Cash Rate Target 1.50% 3 July 2018
Australia

On Thursday (21 June) regular meetings of the Bank of England and the Central Bank of Switzerland were
held, which did not change the interest rates. As far as BoE is concerned, 3 of the 9 members of the
Monetary Policy Committee voted this time to change the level of the interest rate, as BoE's Chief
Economist Andy Haldane joined the advocates of its increase due to concerns about rising pressures in
terms of wages and salaries.

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

Weekly Report 18 June 2018 — 22 June 2018 | 3



Table 3 - Eonia and Change in

Euribor 18 June 2018 22 June 2018 basis points
Eonia -0.365 -0.364 0.10
Euribor 1W -0.379 -0.376 0.30
Euribor 1M -0.370 -0.370 0.00
Euribor 3M -0.321 -0.323 -0.20
Euribor 6M -0.268 -0.268 0.00
Euribor 12M -0.183 -0.180 0.30
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Yields on 10-year German government bonds
did not record major changes on Monday (the
average yield on that day was 0.395%). The
next day there was a decline in yields on these
bonds (from 0.398% to 0.337%) as tensions
were rising between the US and China due to
trade negotiations. A decline in yields on long-
term German bonds continued on Thursday as
a result of the weakening of stock prices on
European stock markets due to rising
protectionism by America (yields ranged
around 0.335%). On the other hand, yields on
Italian long-term bonds rose on the same day
(from 2.54% to 2.74%), as two Euro-sceptical
representatives from the Lega Nord party were
elected to be heads of key committees in the
Italian  Parliament (Alberto Bagnai was
appointed Head of the Committee for Finance,
Claudio Borghi has been appointed Head of the
Budget Committee in the Lower House). On
Friday, yields on 10-year German bonds rose
again due to recovery in demand for risky
assets such as shares (0.35%).
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At the beginning of this reporting week, the
price of the US 10-year government bonds
recorded an upward trend, as the financial
market was at risk because of the tensions over
the trade dispute between the US and China. In
the middle of the week, the prices of these
bonds fell, as a result of the price increase of
shares in the USA. However, on Thursday, US
bond prices recovered again, as a result of the
decline in shares' prices at the US stock
exchanges and the weakening of the dollar. On
the last day of this reporting week, the price of
the US 10-year bonds continued to rise after
US President Donald Trump announced that he
would introduce a 20% tariff on imports of cars
from the European Union.
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On Tuesday, the price of gold fell, due to
increased tensions between the US and China.
And the next day, the price of this precious
metal followed the same trend that it had on
the previous day due to the strengthening of
the dollar. On Thursday, the price of gold
slightly fluctuated, while on Friday it was
relatively stable. At the beginning of the week,
the price of gold was a$ 1,278.72, and at the
end of the week $ 1,269.32.
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On the first day of this reporting week, the price
of oil increased, due to the announcement that
the OPEC, at its forthcoming meeting on 22
June will consider increasing the daily
production volume between 300,000 and
600,000 barrels, as oil reserves have been
globally observed at satisfactory levels. On the
following day, the price of oil was stable, so as
to grow on Wednesday in the first part of the
day, as the yield on government bonds rose in
the US. By the end of the day, the price of oil
weakened, as the OPEC and allied meeting in
Vienna on reaching an agreement to increase
the volume of oil production again approached.
On Thursday, the price of this fuel dropped, as
OPEC members have different opinion on
increasing output, while Saudi Arabia is pushing
to increase output. The price of crude oil had an
upward trend on Friday, as investor attention
was focused on the expectation of a meeting of
the OPEC members in Vienna. Namely, OPEC
members and their allies have agreed to
increase the volume of oil production by about
600,000 to 700,000 barrels per day, starting as
of next month. The goal of increasing
production volumes is to keep the price of oil at
just below $ 70 per barrel.
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Table 4 - Economic indicators (18 June 2018 — 15 June 2018)

Country

Indicator

Period

Expected Current Previous

value value value

Euro area

Germany

France

Markit Eurozone Composite PMI

This survey follows the opinions of
procurement managers in the
manufacturing, construction and/or
service sectors. The index is
obtained from the results of the
guestionnaire  in  relation to
production, orders, stocks,
employment, prices, and the like.

June
(preliminary
data)

53.9 54.8 54.1

53.4 54.2 53.4

54.2 55.6 54.2

USA

Housing starts

It shows a change in the number of
new real estates built in the US and
this is one of the earliest real estate
market indicators. The increase in
this indicator points to the growth of
investments and business optimism,
and it is also related to the activity of
consumers.

Building Permits

The indicator shows the number of
licenses for building new facilities,
and is very sensitive to changes in
interest rates, since bank loans are
needed for construction. These data
are prone to seasonal fluctuations
due to the nature of the real estate
market. The construction process is
directly linked to the income of
population, and the increase in the
volume of construction represents
the improvement of its well-being
and the healthy development of the
economy.

Existing Home Sales

The indicator shows sales records in
the real estate sector in the US and
is revised from month to month. This
report provides a fairly accurate
assessment of the housing market
conditions and, due to its sensitivity
to the business cycle, can be an
important  indicator of overall
housing conditions at a time when it
is particularly important for the
economy.

May
MoM%

May
MoM%

May
MoM%

1.9% 5.0% -3.7%

-1.0% -4.6% -1.8%

1.1% -0.4% -2.5%

Source: Bloomberg
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