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The EUR/USD exchange rate recorded a downward
trend on the first day of this reporting week as a
result of strengthening of the dollar against the
European currency and the President Trump's
statement. The President of the United States said
that both he and the Chinese President will advocate
to increase tariffs from 10% to 25% on 200 billion
dollar goods at the G20 negotiations to be held at
the end of the week. The weakening of the euro was
further influenced by the statement of the ECB
President, who confirmed the weakening of
economic growth in the Euro Area. The EUR/USD
exchange rate continued to lower the next day, as
investors expect FED to continue increasing the
interest rate at the December session. The rise in
expectations came as the FED Deputy President
stated that he supports the policy of gradually
increasing interest rates. The exchange rate
recovered in mid-week, recording growth on
Thursday as well, following the comments by the FED
Chairman, Jerome Powell, that the current rate is
getting closer to the neutral level. The minutes from
the latest FED meeting were released on Thursday,
suggesting that the monetary policy makers of this
central bank will adopt a more flexible approach to
monetary policy after the next (December) increase
in the interest rate, which increases the perception
that the Fed will slow down with raising interest
rates the next year. The EUR/USD exchange rate fell
on Friday ahead of the negotiations between the
presidents of China and the US at the Group 20
summit in Argentina. At the same time, negative
pressure on the euro was caused by the fact that
inflation in the Euro Area slowed slightly in
November compared to December.

The EUR/GBP exchange rate was stable on the first
day of this week as the agreement between the
British Prime Minister and the EU officials over Brexit
was reached during the previous weekend.
However, sterling recorded a fall against the euro in
the rest of the week. The weakening of the British
currency came for the fact that this agreement must
be approved by the UK Prime Minister`s party first,
followed by the Parliament on 11 December, which
increases the possibility that it will be rejected. This
led the Bank of England to warn that splitting-up
from the EU without an agreement would have a
larger impact on the economy than it was the case
with the financial crisis ten years ago, which
additionally contributed to weakening of the British
currencies against the euro. However, on the last day
of the week, the British currency recovered some of
the losses in relation to the euro, as the Euro Area
inflation data were weaker than expected (the
inflation rate slowed down in the Euro Area from a 6year maximum and the inflation rate amounted to
1.9% in November, being 2.2% in October, according
to Eurostat's data).
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The EUR/JPY exchange rate weakened in the first
half of the reporting week, recording a slight increase
as of the mid-week. Focus of the investors this week
was at the G20 Summit, where the presidents of the
United States and China will meet. Yen rose against
the euro on Friday as it was announced that Japan's
manufacturing output had grown in October by 2.9%
compared to September, and this has been the
highest growth since October 2015.
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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

26 November 2018 1

30 November 2018 2

%
Change

1.1337
0.88484
128.06
1.56756
1.13112
112.960
1.2814

1.1317
0.88743
128.44
1.54917
1.13087
113.57
1.2749

-0.18
0.29
0.30
-1.17
-0.02
0.54
-0.51

Central Bank

Reference interest
rate

Reference
interest rate
level

European Central
Bank
Federal Reserves

ECB Main
Refinancing Rate
Federal Funds
Target Rate
Overnight Call
Rate
Official Bank Rate

EUR/USD
EUR/GBP
EUR/JPY
EUR/AUD
EUR/CHF
USD/JPY
GBP/USD

Bank of Japan
Bank of England
Swiss National
Bank
Bank of Canada
Reserve Bank of
Australia

Table 3 - Eonia and
Euribor
Eonia
Euribor 1W
Euribor 1M
Euribor 3M
Euribor 6M
Euribor 12M

1
2

Libor Target Rate
Target Overnight
Rate
Cash Rate Target

0.00%
2.25%
-0.10%
0.75%
-0.75%
1.75%
1.50%

Next
meeting
13 December
2018
19 December
2018
20 December
2018
20 December
2018
13 December
2018
5 December
2018
6 November
2018

26.11.2018.1

30.11.2018.2

Change in
basis points

-0.362
-0.376
-0.369
-0.316
-0.257
-0.147

-0.349
-0.376
-0.368
-0.316
-0.251
-0.146

1.3
0.0
0.1
0.0
0.6
0.1

Opening market value on Monday
Closing market value on Friday
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Yields on 10-year German government bonds
recorded downward trend during the reporting
period. The encouraging news of a possible USChina trade deal was the reason for the
weakening of the yields on long-term German
bonds at the beginning of the week. As for the
price of Italian government bonds, they
recorded growth in this period, due to the
announcement that the Italian government is
considering to reduce the budget deficit from
2.4% to 2.2%. The spread between the German
and Italian bonds increased in the mid-week
(being around 294 basis points), as the Deputy
Prime Minister of Italy, Salvini, stated that the
new document on the budget will not be sent
to the EU. However, at the end of the week,
yields on Italian bonds weakened once the
media in Italy reported that the leaders of that
country were nevertheless ready to accept a
lower budget deficit target to avoid disciplinary
measures that would be imposed on Italy (it
was speculated that officials are ready to
accept the fiscal deficit level of 2%). The yields
on 10-year German bonds ranged around
0.313% at the end of the week.

In the first half of the week, yields on 10-year
US bonds did not record major changes (yields
on 10-year US bonds ranged around 3.057%).
The yields on long-term US bonds have been
declining the last two days after the chairman
of this central bank said that "open door" is left
for deciding to slow the pace of interest rates
in the US next year. On Friday, the minutes
from the Fed last session held on 7-8
November pointed out that Fed's monetary
policy makers would adopt a more flexible
approach to politics, following a December
increase in interest rates, which boosted
market expectations that the Fed would slow
down the pace of interest rates in 2019. The
yields on 10-year US bonds stood at 2.99% on
the last day of the reporting week.
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The price of gold was stable at the very
beginning of this reporting week, with a larger
decline being recorded on Tuesday, following
the strengthening of the US currency and the
comments of the deputy chairman of the Fed,
who suggested that the central bank will
continue to increase interest rates in the
upcoming period. The price of gold recovered
the very next day, fluctuating around the level
from the beginning of the week, as the dollar
weakened again, following the comments by
the Fed chairman that the pace of interest rate
increases in the country will slow down. Gold
prices did not record significant changes by the
end of the week.

The price of oil rose at the beginning of this
reporting week, as the world's leading oil
exporters are preparing to discuss the level of
global supplies of this raw material at the
summit in Argentina at the end of the week,
and then at the OPEC meeting in Vienna in
early December. The recovery in oil prices was
also affected by the publication of the US
industrial report, which indicated that demand
for oil was solid. The price of this fuel was
falling in the mid-week due to the unexpected
growth in oil supplies, which increased the
concern that the market could be overloaded
with this energy generating product. Oil prices
had a volatile trend by the end of the week.
However, the price of oil monitored at the
monthly level is very low, and the outcome of
the OPEC meeting, which is to be held on 6
December in Vienna, is still expected, as this
organization is under the pressure of the US
President, which is pushing for a further
lowering of the price oil.
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Table 4 - Economic indicators (26 - 30 November 2018)
Country

France

Indicator
Gross domestic product (GDP)
One of the basic macroeconomic
indicators, which represents the
calculated value in the market prices
of goods and services produced
within the country, but excludes the
income of citizens and corporations
working abroad. The following four
components are used to calculate
GDP: consumption, investments,
government expenditure, and net
exports.
Consumer price index (CPI)
Estimates the changes in the cost of
living, by measuring changes in the
price level of market basket of
consumer goods and services
purchased by an average household.

Euro Area

Japan

USA

Consumer price index (CPI)
Estimates the changes in the cost of
living, by measuring changes in the
price level of market basket of
consumer goods and services
purchased by an average household.
Industrial output
Measures the production output of
the sectors for energy, factories and
mines. Growing industrial output
points to increased production and
economic expansion.
Gross domestic product (GDP)
One of the basic macroeconomic
indicators, which represents the
calculated value in the market prices
of goods and services produced
within the country, but excludes the
income of citizens and corporations
working abroad. The following four
components are used to calculate
GDP: consumption, investments,
government expenditure, and net
exports.

Expected
value

Current
value

Previous
value

Q3
QoQ%

0.4%

0.4%

0.4%

November
MoM%
(YoY%)

-0.2%
(2.0%)

-0.2%
(1.9%)

0.1%
(2.2%)

November
MoM%
(YoY%)

-0.2%
(2.0%)

-0.2%
(1.9%)

0.1%
(2.1%)

October
MoM%
(YoY%)

1.2%
(2.5%)

2.9%
(4.2%)

-0.4%
(-2.5%)

Q3
QoQ%

3.5%

3.5%

3.5%

Period

Source: Bloomberg
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