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The EUR/USD exchange rate fell during this
reporting week. The drop was more evident in
the first part of the week ahead of the regular
FED meeting. At the very meeting, which ended
on Wednesday, the FED kept interest rates
unchanged, while investors expect that the next
meeting in June will lead to an increase in the
interest rate that prompted the strengthening
of the dollar against the euro. After this
meeting, the Fed changed rhetoric, so instead of
the previous statement that inflation was below
the target of 2%, it was now announced that the
inflation rate was close to the target of 2%. The
fall of the EUR/USD exchange rate slowed down
over the past two days, but it had a downward
trend, as the US employment data was released,
but as they were lower than expected, the
decline in the exchange rate was limited.
Namely, the total number of employed persons,
which does not include farm and non-profitable
organization employees and persons employed
in households, increased by 164 thousand in
April, while the expected increase was 193
thousand.

The EUR/GBP exchange rate had an upward
trend during the week. It was up at the very
start of the week, as the British currency
weakened against the euro, following the news
that the United Kingdom Minister of the
Interior, Amber Rudd resigned over a scandal
involving the deportation of illegal immigrants.
The British currency further weakened against
the euro and the dollar, following the release of
worse than expected data on the production in
Great Britain, which reduced the probability of
the interest rate increase at the upcoming Bank
of England meeting on 10 May.
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The EUR/JPY exchange rate followed the
EUR/USD exchange rate development, steadily
weakening during the reporting week, with the
decline in the exchange rate being more
noticeable over the past two days. Namely,
during this period there was a rise in investors`
demand for safe funds, due to increased
geopolitical tensions (a rise in tensions over US
and Iran, as well as the fact that China and the
US did not reach trade agreement).
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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

30 April 20181

4 May 20182

%
Change

1.2130
0.87989
132.29
1.60021
1.19782
109.05
1.3781

1.1960
0.88409
130.50
1.58669
1.19603
109.12
1.3531

-1.40
0.48
-1.35
-0.84
-0.15
0.06
-1.81

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%

10 May 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

The FED and the Bank of Australia meetings were held in the previous reporting week. Both the ECB and the Bank of Japan did
not change the level of interest rates. The FED also pointed to a weakening of economic growth in Q1, erasing the note enclosed
to the March statements that "economic outlook strengthened in recent months," but this was balanced by mentioning the
strong growth in business investments. As for the inflation, instead of the previous statement that "inflation is below the target
of 2%" they now said that "inflation is close to the target of 2%," and that "based on 12 month period it is expected to be, in the
mid-term, symmetrically close to the target of 2%", which, according to analysts, indicated the readiness to allow inflation to
exceed this level. With regard to inflation, it was not said that its development will be closely monitored, as was the case so far.

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

30.04.2018.1

04.05.2018.3

Change in
basis points

-0.367
-0.379
-0.372
-0.329
-0.269
-0.189

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

0.70
0.00
0.00
0.10
0.00
-0.10

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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Yields on 10-year German government bonds
ranged from 0.57% to 0.59% from Monday to
Wednesday (the market was closed on Tuesday
for holidays). A major change took place only
on Thursday, when these yields fell by 6 basis
points. The Eurostat Report, published that
day, estimated that, despite expectations that
it would remain at the same level, the inflation
rate of the euro region in April slowed down to
1.2% from the March level of 1.3%, thus yields
on 10-year German and French bonds fell to a
2-week minimum (0.53%, i.e. 0.753%). At the
very end of the reporting week, these yields
made a slight recovery (almost 2 basis points).
The yields on French, Belgian and Dutch bonds
developed similarly to the German ones, while
Spanish and Italian yields recorded a weekly
increase of 3 and 5 basis points respectively.

There was a slight fall in yields on 10-year US
government bonds on Monday as the value of
stock prices decreased on the US stock
exchanges. For the next two days, investors
were prone to investing in risky assets, the US
currency rate was rising, which reflected the
recovery in yields on these bonds. The yields
fell again on Thursday, as the US stock prices
weakened, and data on the non-productive
sector did not meet expectations (the index in
April was 56.8 instead of the expected 58).
Yields on 10-year US government bonds
recovered at the end of the week (from 2.92%
to 2.94%) following the release of data from
the US labour market.
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Easing of tensions over the Korean Peninsula at
the beginning of the week prompted the
tendency towards risky assets, which together
with the appreciation of the dollar caused a
decline in the price of gold. The gold price also
weakened due to concerns that the central
bank could accelerate the pace of interest rate
rises, therefore it stood at 2-month low (USD
1301.77) on Tuesday. However, after the FED
meeting ended without changing interest rate
and the officials signalled they would keep up
with its gradual increase, the dollar weakened,
and the price of gold started to rise. The gold
price had an upward trend on the last day of
the reporting period as well. Despite its growth
in the second half of the week, the price
recorded a decline on the weekly level.

The oil prices jumped on Monday as Israeli
Prime Minister Benjamin Netanyahu accused
Iran of having a secret nuclear program. On the
following day, the oil prices weakened after an
industrial report showed that last week crude
oil stocks rose more than expected (they rose
3.43 million barrels while an increase of 1.23
million barrels was expected according to
Bloomberg surveys). The oil prices did not
record major changes on Wednesday and
Thursday. They rose again on Friday as Trump
threatened to withdraw from the Iranian
nuclear agreement, as well as due to increasing
chances of imposing new sanctions on Iran.
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Table 4 - Economic indicators (30 April - 4 May 2018)
Country

Indicator

Expected
value

Current
value

Previous
value

March
MoM%
YoY%

0.8%
1.2%

-0.6%
1.3%

-0.2%
1.3%

April
MoM%
YoY%

-0.1%
1.5%

0.0%
1.6%

0.4%
1.6%

I Quarter
QoQ%
YoY%

0.4%
2.5%

0.4%
2.5%

0.7%
2.8%

54.8

53.9

54.9

58.5

57.3

59.3

4.0%

3.9%

4.1%

Period

Advance Retail Sales
Measures changes in retail trade
sector in Germany

Germany

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 households.

Gross domestic product seasonal
adjustments (GDP s.a.)

Euro area

One of the basic macroeconomic
indicators, which represents the
calculated value in the market price
of goods and services produced
within the country, but excludes the
income of citizens and corporations
working abroad. 4 components are
used to calculate GDP: consumption,
investments,
government
expenditure and net exports.

PMI Manufacturing
Great
Britain

Monthly research on production
activity and its future outlook. The
higher index that measures this
activity points to a more optimistic
economic outlook.

April

Production (ISM Manufacturing
and ISM Prices Paid)

USA

This indicator assesses the condition
of the US industry by examining
executives about their expectations
regarding future production, new
orders, stocks, employment and
deliveries. The value of the index
above 50 points to an expansion,
while below this level points to
contraction.

April

Unemployment Rate
The percentage of individuals being
on the labour market and
unemployed, but actively looking for
a job. Higher unemployment rate
generally weakens the economy and
results in lower personal spending.

April

Source: Bloomberg
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