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The EUR/USD exchange rate was stable during
the first three days of this reporting week. The
long-awaited meeting of the USA and North
Korean presidents was held at the beginning of
the week in Singapore. At this meeting, the two
leaders signed an important agreement, which
will soon begin the process of the
denuclearization of North Korea. On Thursday,
the rate recorded a sharp drop from 1.1850 to
less than 1.1600 after the ECB signalled that it
would keep interest rates at record low levels
during the most of the following year. The
weakening of the exchange rate was also
influenced by the FED's decision to raise interest
rates by 25bp leaving room for another 2 raises
this year. On the last day of this reporting week,
the rate slightly increased, as the introduction
of new US sanctions against China and weaker
than expected production data from the United
States caused a weakening of the dollar
(industrial production recorded monthly decline
of 0.1% in May, while the growth of 0.2% had
been expected).
EUR/GBP

The EUR/GBP exchange rate had a volatile
trend at the beginning of this reporting week.
The strengthening of the exchange rate was
affected by the uncertain situation in the UK in
terms of adopting a set of laws in the House of
Lords that would regulate the UK's exit from the
EU. On the other hand, the exchange rate
weakened as a reaction to disclosure better
than expected data from the UK labour market,
as well as worse economic sentiment data in
Germany and the euro area. The EUR/GBP
exchange rate fell sharply on Thursday after a
meeting of the ECB. The euro weakened after
the ECB's announcement and due to the way
the program of quantitative easing will end.
Namely, the purchase of bonds will be reduced
to 15 billion euros between October and
December and the end of the program by the
end of December, while the interest rate will
remain at the current level until the summer of
2019.
EUR/JPY
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On the first day of this reporting week, the
EUR/JPY exchange rate has risen, due to the
optimism that the meeting of US and North
Korean leaders will help reduce geopolitical
tensions (especially with regard to the
denuclearization of North Korea). Over the next
two days, the exchange rate was stable, and like
the previous two currency pairs, it recorded
sharp fall on Thursday, after a meeting of the
ECB.
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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

EUR/USD
EUR/GBP
EUR/JPY
EUR/AUD
EUR/CHF
USD/JPY
GBP/USD
Central Bank
European Central
Bank
Federal Reserves
Bank of Japan
Bank of England
Swiss National
Bank
Bank of Canada
Reserve Bank of
Australia

11 June 20181

15 June 20182

%
Change

1.1769
0.87773
128.83
1.54822
1.15907
109.55
1.3405

1.1610
0.8740
128.43
1.56005
1.15746
110.66
1.3278

-1.35
-0.42
-0.31
0.76
-0.14
1.01
-0.95

Reference interest
rate
„ECB main
refinancing rate“
„Federal Funds
Target Rate“
„Overnight Call
Rate“
„Official Bank Rate“
„Libor Target Rate“
„Target Overnight
Rate“
„Cash Rate Target“

Reference
interest rate level

Next meeting

0.00%

26 July 2018

2.00%

1 August 2018

-0.10%

31 July2018

0.50%

21 June 2018

-0.75%

21 June 2018

1.25%

11 July 2018

1.50%

03 July 2018

During this reporting week meetings of the ECB, FED, Bank of Japan and the Bank of Australia were held. FED raised
interest rates to between 1.75% and 2%, signalling that by the end of the year interest rates could be increased two
more times. At the regular session, the ECB kept the interest rates unchanged. The ECB reported that after
September this year, it will reduce the volume of bond purchases from 30 billion euros at the monthly level to 15
billion euros under the program of quantitative easing, and that the program itself will be completed by the end of
this year. On the other hand, the ECB announced that interest rates will remain at the existing levels during the
summer of 2019 or as long as necessary to ensure that inflation is in line with expectations. The ECB reduced the
forecasted growth rate for this year from 2.4% to 2.1%, while it increased its inflation forecasts from 1.4% to 1.7%.
At a regular meeting, the Central Bank of Japan has maintained interest rates at the current levels, but has
dampened inflation forecasts for the upcoming period. Thus, according to the new estimates, inflation will range
from 0.5% to 1%, while earlier it was expected to be at the level of 1%.

Table 3 - Eonia and
Euribor
Eonia
Euribor 1W
Euribor 1M
Euribor 3M
Euribor 6M
Euribor 12M
1
2

11 June 2018

15 June 2018

Change in
basis points

-0.357
-0.380
-0.371
-0.321
-0.267
-0.180

-0.365
-0.379
-0.370
-0.321
-0.268
-0.183

-2.24
0.26
0.27
0.00
-0.37
-1.67

Opening market value on Monday
Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS
MARKET

US GOVERNMENT BONDS MARKET
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The 10-year German government bonds yields
fell by around 8bp this week. For most of the
week, these yields ranged from 0.46% to
0.52%, but without some equilibrium trend.
However, after the ECB's session on Thursday,
these yields fell by 13bp to 0.38%. The main
reason for this decline was the ECB's
announcement that interest rates would not
be raised before the summer of 2019. On
Friday, these yields recovered by 2bp and
ended the reporting week at 0.40%. As for the
Italian government bonds, 10-year yields fell by
about 30bp, from 2.90% to around 2.60%,
largely due to the statement of the country's
Minister of Finance, Giovanni Trio, that he is
not planning to leave the EU, which has calmed
markets and recovered investor confidence in
these instruments, and high demand was
recorded at auctions this week. Positive
comments from the new Italian government
followed at the end of the week, which further
hampered yields on these bonds (the EU
Relations Minister said that a single European
currency is necessary).

The 10-year US government bond yields were
pretty stable in the first part of the reporting
week, so as to increase on Wednesday after
the FED meeting. Namely, after the FED
decided to increase the interest rate, these
yields exceeded the level of 3%, but soon
began to withdraw from this level. This trend
continued for the last two days of this
reporting period, which ended at 2.92%. This
week, the auction of 14 billion US dollars of 30year bonds was held.
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GOLD

OIL
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During almost entire reporting period, the gold
prices had a slightly downward trend, due to
forthcoming meeting of the FED and the ECB
(after which the price had no significant
reactions), but also a successful meeting of the
US President and the leader of North Korea,
who signed the document on joint work on
achieving peace in the Korean peninsula. Major
changes occurred only before the end of the
week. Namely, on Thursday, the price grew, as
the dollar weakened due to trade relations
between the US and China. However, on the
same day, the dollar strengthened significantly,
so the price of this precious metal began to
weaken. The downward trend continued on
Friday, when the price fell sharply to 1275
dollars.

In the period from Monday to Thursday, the
price of crude oil was rather volatile, but it did
not show any significant oscillations. The API
(American Petroleum Institute) report showed
that oil reserves in the preceding reporting
period rose by 833,000 barrels, while the US
government's stock report for the same period
indicated a decline of 4.14 million barrels.
However, the price of this fuel dropped on
Friday, largely due to the expectation that OPEC
and its members, at a meeting on 21-22 June,
will adopt a decision to increase the output.
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Table 4 - Economic indicators (11 June 2018 – 15 June 2018)
County

Indicator

Euro area

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,
therefore representing the key
inflation measure in the euro area.

Germany

Great
Britain

USA

ZEW Survey Expectations
This survey measures expectations
regarding economic growth in the
next 6 months. Experts are examined
whether they expect improvement
or deterioration, so the value of the
indicator is obtained as the
difference between the number of
positive and the number of negative
responses.
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 German
household.
Industrial production
Measures the production output of
the energy, factories and mines
sectors. In the short term, this
indicator is very significant because
it shows the strength of the UK
industry activity. Growing industrial
production points to increased
production and economic expansion,
which is "healthy" for sterling.
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.

Expected
value

Current
value

Previous
value

1.9%

1.9%

1.9%

85.0

80.6

87.4

May F
F=final data
MoM%
YoY%

0.5%
2.2%

0.5%
2.2%

0.5%
2.2%

April
MoM%
YoY%

0.1%
2.7%

-0.8%
1.8%

0.1%
2.9%

May
MoM%
YoY%

0.2%
2.8%

0.2%
2.8%

0.2%
2.5%

Period
Maj F
F=final data
YoY%
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