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The euro was under pressure this week after
parliamentary elections in the EU showed that
there was a strong concentration of opposing
ideas (pro-European against populist parties),
despite the fact that the leaders of the pro-EU
parties won the biggest share of the vote.
Significantly strong opposition remained in Italy,
France and Great Britain. After the elections,
Mateo Salvini in Italy, said he will use the
support he won at the EU elections to fight
against the EU's budget deficit rules, as this
country struggles in resolving this issue. The first
disciplinary measures against Italy were
announced at the end of the week and can be
activated on 5 June. The US-Mexico trade
relations deteriorated during this period, as
President Donald Trump said he would
introduce 5% of new customs duties on goods
arriving from Mexico, which will come into force
on 10 June. The President added that tariffs
could increase up to 25% if illegal migration
does not stop.

The EUR/GBP exchange rate did not record
significant changes in this reporting week, as
both the issue of reaching the agreement on
Brexit and the election of the new Prime
Minister of the United Kingdom are still
ongoing. At the beginning of the week, the
EUR/GBP exchange rate equalled 0.88133, being
0.88408 at the end of the week.
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The EUR/JPY exchange rate had a downward
trend this week as the demand for safe funds
increased due to the pressure coming from
Italy, as this country was threatened by the
possibility of imposing disciplinary measures
over exceeding the budgetary ceilings. The
worsening trade relations between the US and
Mexico, as well as the US and China, further
fuelled the demand for yen.
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Table 1 - Exchange rates
of the most important
currencies

27 May 2019
EUR/USD
EUR/GBP
EUR/JPY
EUR/AUD
EUR/CHF
USD/JPY
GBP/USD

Table 2 - Overview of
the reference interest
rates of the leading
central banks

1

31 May 2019

2

%
Change

1.1203
0.88137
122.460
1.61733
1.12640
109.310
1.27170

1.11690
0.88414
120.960
1.60991
1.11781
108.290
1.26290

Central Bank

Reference interest
rate

Reference
interest rate
level

Next
meeting

European Central
Bank

ECB Main
Refinancing Rate

0.00%

6 June 2019

Federal Reserves

Federal Funds
Target Rate
Overnight Call
Rate
Official Bank Rate
Libor Target Rate

2.50%

19 June 2019

-0.10%

20 June 2019

0.75%

20 June 2019

-0.75%

13 June 2019

1.75%

10 July 2019

1.50%

4 June 2019

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

Target Overnight
Rate
Cash Rate Target

0.303
-0.314
1.225
0.459
0.763
0.933
0.303

The regular meeting of the Central Bank of Canada was held this week, and it was decided to keep the
interest rate at the same level of 1.75%.

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

1
2

27 May 2019

31 May 2019

Change in
basis points

-0.366
-0.379
-0.372
-0.311
-0.241
-0.148

-0.359
-0.392
-0.378
-0.322
-0.250
-0.168

0.70
-1.30
-0.60
-1.10
-0.90
-2.00

1

2

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 yields on German government bonds
recorded a steady decline during this period.
The yields dropped at the beginning of the
week as there were speculations that the EU is
considering the possibility of imposing
disciplinary measures against Italy, due to the
growing deficit. The decline in yields was more
significant in the second part of the reporting
period as there was rise in uncertainty in terms
of global trade, since the US President
threatened he would introduce tariffs to
additional new countries. The yields on 10-year
German bonds fell from -0.117% to -0.20% in
this reporting period.

On the first day of this week, the bond market
in the United States was closed for holidays.
The yields on 10-year US government bonds
had a constant downward trend in the rest of
the week. The decline in yields came as traders
were looking for safer investments due to
worsening of the US-China relations. Also, the
announcement by the US President that he
would introduce tariffs to Mexico further
affected the growth of demand for safe assets
by investors. The yields on US 10-year bonds
declined from 2.32% to 2.12% during this
week.
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The price of gold was stable over most of this
reporting week, recording a greater growth at
the end of the week, as demand for safe assets
rose. Specifically, the price of gold increased as
a result of tensions over trade disputes
between China and the United States, as well
as the growing concern in terms of global
economic recovery.

The oil price was stable until Thursday, when it
recorded a decline caused by growing concerns
over global trade tensions (the US announced
it will introduce tariffs to Mexico, and that
India will lose the privileged trade position for
about 2,000 products it exports to the United
States).
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Table 4 - Economic indicators (27 - 31 May 2019)
Country

Euro Area

Germany

Italy

Great
Britain

USA

Indicator

Consumer Confidence
Measuring consumer confidence in
the euro area countries. This figure
represents the result of a survey of
euro area consumers in terms of their
labour market finances, readiness to
save, and economic expectations.
Business Climate Indicator
The indicator assesses the conditions
of development of the manufacturing
sector in the euro area each month.
The indicator is based on factor
analysis involving research by leading
industry representatives. The sample
includes about 20 thousand
companies, and the number of
companies per country is determined
based on the contribution of a
particular country to the EU
economy.
GfK Consumer Confidence
Consumer confidence measures the
level of confidence of households in
terms of economic performance.
Retail Sales
Measures changes in retail trade in
Germany
Consumer Confidence Index
The index measures the level of
consumer confidence in economic
activity. This is a leading indicator as
it can predict consumer spending,
which plays a major role in overall
economic activity. Higher
expectations point to greater
consumer optimism.
Mortgage Approvals
This indicator measures the number
and/or value of mortgage loans
approved by lenders.
Personal Income
A combination of income from all
sources, including salaries, rent
income, government subsidies,
income from investments, etc.
Secondary indicators of future
consumer demand.

Period

Expected
value

Current
value

Previous
value

-6.5

-6.5

-6.5

0.40

0.30

0.42

10.4

10.1

10.4

0.1%

-2.0%

-0.2%

110.0

111.8

110.5

63.7 K

66.3 K

62.3 K

0.3%

0.5%

0.1%

May

May

June

April

May

April
K=1,000

April

Source: Bloomberg
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