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During the first half of the week the EUR/USD
exchange rate weakened, primarily as a result
of publishing of weaker-than-expected data on
German industrial orders which declined by
0.9% in March (a decline of 0.5% was expected),
and later as a result of the decision of the Italy's
5-Stars Movement to reject the idea on forming
the government and to prepare for new
elections, thus making the forming of technical
government on Italy more complicated. A
further pressure to euro was caused by
expectations that the inflation in the U.S. will be
better than forecasted. President of the U.S.
Donald Trump announced that the United
States was pulling out of the nuclear deal with
Iran, which again caused the decline in the
currency pair EUR/USD. During the last two days
the EUR/USD exchange rate grew. On Thursday,
it was announced that the inflation rate in the
U.S. failed to fulfil expectations, thus reducing
the pressure on FED to hike interest rates in the
country (inflation rate in April increased by 0.2%
compared to the previous month, with the
expected growth of 0.3%). St. Louis Federal
Reserve Bank President James Bullard on Friday
said that the interest rates in the U.S. should not
be raised as the inflation does not fulfil the set
targets.

The EUR/GBP exchange rate had a downward
trend during the first half of the week, on the
eve of the meeting of the Bank of England.
However, following the meeting on Thursday,
this exchange rate regained all losses and was
almost unchanged on a weekly level. To wit, at
the meeting, the Bank of England kept the
interest rates at the present level, voting 7 - 2 to
keep the interest rates unchanged, which
influenced the EUR/GBP exchange rate to
record a sharp growth on that day.
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The EUR/JPY exchange rate failed to record
significant oscillation during this reporting
period. The EUR/JPY exchange rate ranged
between 130.76 and 129.24. On Tuesday, it was
weaker in relation to Yen as the president of the
U.S. announced withdrawal from the nuclear
agreement with Iran, which ignited demand for
safe funds. Later during the week, risk appetite
of the investors increased leading to the
recovery of the EUR/JPY exchange rate.
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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

7 May 20181

11 May 20182

%
Change

1.1960
0.88409
130.50
1.58669
1.19603
109.12
1.3531

1.1943
0.88184
130.63
1.58318
1.19482
109.39
1.3542

-0.14
-0.25
0.10
-0.22
-0.10
0.25
0.08

Central Bank

Reference interest
rate

Reference
interest rate
level

Next
meeting

European Central
Bank
Federal Reserves

“ECB main
refinancing rate”
“Federal Funds
Target Rate”
“Overnight Call
Rate”
“Official Bank
Rate”
“Libor Target
Rate”
“Target Overnight
Rate”
“Cash Rate Target”

0.00%

14 June 2018

1.75%

13 June 2018

-0.10%

15 June 2018

0.50%

21 June 2018

-0.75%

21 June 2018

1.25%

30 May 2018

1.50%

5 June 2018

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

During the regular meeting, the Bank of England kept the interest rate unchanged, and the bond
purchase programme also remained unchanged. The Governor of the Bank of England stated that he
expected that there will be an increase of the interest rates during this year if there were no economic
shocks.
Table 3 - Eonia and Euribor
07.04.2018.
Eonia
Euribor 1W
Euribor 1M
Euribor 3M
Euribor 6M
Euribor 12M
1
2

-0.360
-0.379
-0.372
-0.328
-0.269
-0.190

1

11.05.2018.

Change in
basis points

-0.361
-0.381
-0.371
-0.327
-0.272
-0.189

-0.1
-0.2
0.1
0.1
-0.3
0.1

2

Opening market value on Monday
Closing market value on Friday
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Yields on 10-year German government bonds
recorded volatile movements during this
reporting week. On Monday, yields on these
bonds recorded weekly minimum of 0.519%,
while by Wednesday there was an upward
trend, when they recorded a weekly maximum
of 0.584%, as the yields on Germany
government bonds followed the growth of
yields of the U.S. government bonds, as a
result of expectation by the investors that FED
will increase the increase the interest rate
three times by the end of the year. By the end
of the reporting week, yields on 10-year
German bonds recorded slight fluctuations and
at the very end of the week amounted to
0.559%.

During this week, US 10-year government bond
yields increased by 1 bp. At the beginning of
the week, yields failed to show significant
changes as the markets were quiet on the eve
of the decision of the President Trump in
relation to the nuclear agreement with Iran. On
Tuesday afternoon there was an increase in the
markets, following the announcement that the
U.S. is withdrawing from this agreement, thus
reaching 3% on Wednesday, but they soon
withdrew from this level. On Thursday, the
yields continued to record slight deterioration,
after the report showed that in April, the
inflation rate in the U.S. was weaker than
expected. On the last day of this reporting
period, yields increased by 2bp to 2.97%.
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During the first three days of this reporting
week, the price of gold failed to record
significant changes. By the end of the week,
the price of this precious metal recorded slight
increase, as it was published that the inflation
rate in the U.S. was weaker than expected and
as the U.S. dollar depreciated in relation to the
currency basket. The growth of the gold price
was additional influenced by the growing
geopolitical tensions in the Middle East.

At the start of the week, the oil prices recorded
fluctuations. However, uncertainties in relation
to whether the President Trump, i.e. the U.S.
will withdraw from the 2015 nuclear
agreement with Iran, and the anticipation of
his decision caused a decline in oil prices on
Tuesday. Following the announcement that the
U.S. will withdraw, and that it will impose
stricter sanctions on this, the third largest oil
producer of OPEC, thus limiting its export, the
oil prices increased. Since Thursday afternoon,
the price showed signs of weakening, as
traders in this raw material were worried about
the potential impact of the renewed U.S.
sanctions on Iran. Saudi Arabia is ready to work
together with other producers to alleviate any
lack of oil that might arise from this, and some
analysts believe that the sanctions could limit
Iran's exports by as much as 500 thousand
barrels a day within the next six months.
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Table 4 - Economic indicators (7 May - 11 May 2018)
Country

Indicator

Import
Represents domestic demand of
Germany for foreign goods The
value of import is an important
output for calculating trade
balance, current account and
GDP.

Germany

Export
Products and services produced
in Germany, sold or pending to
be sold outside of Germany.
Industrial production
Measures the production output
of the sector for energy, factories
and mines. In the short term,
this indicator is very significant as
rising industrial output points to
increased
production
and
economic expansion.

France

USA

Industrial output
Measures the production output
of the sector for energy, factories
and mines. In the short term,
this indicator is very significant as
rising industrial output points to
increased
production
and
economic expansion.
Initial Jobless Claims
Measures the number of people
receiving
unemployment
allowances. Similar to the
applicant, the growing number of
jobs is accompanied by an
economic expansion that could
influence inflationary pressures.

Expected
value

Current
value

Previous
value

March
MoM%

1.0%

-0.9%

-1.3%

March
MoM%

1.8%

1.7%

-3.2%

March
MoM%
YoY%

0.8%
3.0%

1.0%
3.2%

-1.6%
2.6%

March
MoM%
YoY%

0.4%
2.8%

-0.4%
1.8%

1.2%
4.0%

May 5
K=1,000

219K

211K

211K

Period

Source: Bloomberg
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