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Euro Hitting a Two-Year Low
United States

The Euro hits two Years Low
This week was relatively quiet compared with the previous week’s numerous risk events and several central banks meetings. Most events revolved around inflation, trade, industrial figures, and second-quarter earnings reports, which started coming out later toward the end of the week. The Euro zone finance ministers also agreed on Tuesday to offer Spain 30 billion Euros this month to bail out its troubled banking sector as they raced to stay ahead of markets skepticism and give distressed banks a little room to breath. 
Most of the major currencies weakened against the greenback as shown by the performance of the Dollar Index, which strengthened from an opening level of 83.16 to a high of 83.66 on Thursday.
The Euro continued to be the major loser last week against the US Dollar, and other major currencies as well. The Euro started the week at a high of 1.2309 and had a downtrend for the entire week, reaching a two-year low of 1.2162, and ending sessions at 1.2250. The Sterling Pound had a somewhat similar performance during the week, opening at 1.5512 on Monday to a high of 1.5531 on Wednesday, and a low of 1.5421, before closing the week rallying at 1.5570. The Japanese Yen had a positive performance gaining some strength last week and seen trading as a safe haven, opening as weak as 79.66, to a high of 79.70, before closing at 79.18.
Consistent with most of last week’s performances, Gold performed under pressure as Fed meeting minutes failed to inject markets with further monetary stimulus hints. The metal started the week on a negative tone, weakening from an opening level of $1,580 to a low of $1,554, but managed to turn the momentum around and reported some strengths to a closing level of $1,588.
On the other hand, oil surged after the US announced more sanctions on Iran. The commodity was seen trading downward earlier during the week as Euro slipped and the International Energy Agency forecasted slow growth in oil demand in 2013. It started the week trading at $86.00 per barrel and weakened to a low of $83.90, before erasing these losses with a upward movement starting on Tuesday closing the week at $87.13 level. 
Trade Deficit Narrowed in May as Imports Decreased
U.S. trade deficit narrowed during the month of May as falling crude oil prices and weakening demand for consumer goods reduced the import figures. The gap shrank by 3.8% to -$48.7 billion from -$50.6 billion in April. Purchases from outside the U.S. diminished to the lowest level in three months, while exports climbed to the second highest level on record. However, slowing global growth, which led central banks from Europe to China last week to cut interest rates and announce more stimulus, slowed down purchases of US goods. At the same time, a lack of U.S. hiring that led the Federal Reserve to ease monetary policy last month may reduce household spending and the demand for foreign imports. 
Jobless Claims Plunged as Fewer Auto Plants Shut Down
Fewer American than expected filed for first-time unemployment insurance payments last week. Jobless applications dropped by 26,000 claims from 376,000, previously, to 350,000 last week, the fewest since March 2008. This dEecrease was mainly due to fewer auto plants shut down as major automakers in the US are keeping more plants than they would normal do functioning during this time of the year to meet their demands. 
Europe

Euro Zone is Backing up Their Troubled Economies 
Euro zone finance ministers met in Brussels last Monday to discuss the outcomes of the EU summit last month. They agreed to offer Spain 30 billion Euros, $37 billion, this month to help Spanish distressed banks and give their banking system a little room to breath overpassing their government. A move hoping to keep the momentum going, ministers also agreed to extend the deadline for Spain by one year to cut its public deficit to the Euro zone by 3% in line with the bloc’s rules because of the difficult economic conditions Spain is facing. However, they also stressed that Spain should implement different measures needed to bring its public finances in line with the zone norms. In another key point, Germany’s Klaus Regling, head of the European Financial Stability Facility (EFSF) bailout fund, was named to run the European Stability Mechanism (ESM). During the summit last month, policy makers agreed that the ESM would be able to inject funds directly into needy banks. The EFSF was set up in 2010 after a first Greek bailout but it became clear after Ireland and Portugal also had to be bailed out that a more powerful backstop was needed. That is where the ESM came into the scene with funds worth of 500 billion Euros and was supposed to be operational from this month but it has been delayed. On Friday, Moody’s Investors Service downgraded Italy’s government bond rating by two notches from A3 to Baa2, and warned it could execute more cuts down the road if the country loses access to debt markets.
French Industrial Output Drops as Slowing Growth Saps Demand
French industrial production shrank in May, a sign that the Euro zone’s second largest economy is heading for its first quarterly contraction in three years. Output slipped from 1.4% in April to -1.9% in May. The decrease underlines both France’s slowing economic growth and a decade-long loss in its share of export markets that is leading major companies to cut jobs.
Italian Industrial Production Unexpectedly Increased in May
Unlike France, Italian industrial output has unexpectedly rose in May after a sudden decline during the previous month. The industrial figure increased from a previous -2.0% in April to 0.8% in May. Despite the positive figure, analysts are doubtful that May outcome represents a new spring for Italy’s activity sector as well as a weak domestic demand still remains within the economy.
Euro Zone Industrial Production
The region’s industrial output rebounded unexpectedly in May as led by growth in Germany, Europe’s largest economy, offsetting a decline in France’s industrial figure. Output from the 17-nation Euro area increased 0.6% in May, versus a negative 1.1% during the previous month. However, the European economy is slipping toward its second recession in three years as budget cuts across the region weaken exports and consumer demand.
Switzerland Unemployment Rate Remains Unchanged in June
The percentage of the total work force that is unemployed and actively seeking employment during June remains unchanged during last month. The forecast was expecting a higher jobless rate in the economy, but managed to hold the previous rate of 2.9%.
United Kingdom

UK Manufacturing Unexpectedly Surged on Working-Day Boost
The nation’s manufacturing unexpectedly rose the most in a year during the month of May, boosted by an additional working day after the government moved a public holiday to June. The output was last seen at 1.2%, an increase from -0.8% previously in April. 
RICS House Price Index Weakens
The UK house price balance, collected by the Royal Institution of Chartered Surveyors, slipped last month to the lowest level since October 2011 as demand for real estate plunged. The index came out at -22% last month, weaker than a -17%, previously. A reading below zero means more surveyors indicated prices drops than gains last month.
Asia Pacific
China’s Inflation Eased to 29-Month Low
The Chinese consumer price index (CPI) dropped to a 29-month low in June reaching 2.2%, a drop from a previous rate of 3.0%. Similarly, the producer price index (PPI) also eased from -1.4% in May, to -2.1% in June, giving policy makers more room to relax economic policies after the second interest rate cut in a month.
China Import Growth Missed Estimates as Exports Slow
The nation’s imports surged less-than-expected in June, pushing the trade surplus to a three-year high and adding pressure on the government to support demand as the global economy continues to slow down. As a result, the Chinese trade balance widened by 13 billion Yuan, from a previous reading of 18.7 billion Yuan to latest reading of 31.7 billion Yuan. The recent data add to signs of flagging momentum for global economic growth as Europe’s debt crisis continues to trim exports and restrain domestic demand in the world’s second largest economy. 
China Growth Slows to Three-Year Low
The country’s gross domestic product (GDP) slowed for a sixth quarter as trade and manufacturing continued to decelerate, putting more pressure on the government to boost stimulus by building on monetary easing and increase their investment size to secure a second-half economic rebound and reverse the deepest downturn since the global crisis emerged three years ago.  The figure came out slightly less than the forecast of 7.6%, versus 8.1% during the first quarter of this year.
BOJ Keeps Overnight Call Rate Unchanged
The Bank of Japan announced after their recent meeting last week that it would keep its key interest rate flat at low level between 0.0% and 0.10%. In addition, the central bank tweaked its asset purchase program but reducing the amount of fixed-rate loans by 5 trillion Japanese Yen, and on the other hand increasing purchases of Treasury-discount bills by the same amount.
Kuwait

Kuwaiti Dinar at 0.28120
The USDKWD opened at 0.28120 on Sunday morning.
Rates – 15 July 2012
	
	Previous Week Levels
	This Week’s Expected Range 
	3-Month

	Currencies
	Open
	Low
	High
	Close
	Minimum
	Maximum
	Forward

	EUR
	1.2309
	1.2162
	1.2309
	1.2250
	1.1900
	1.2440
	1.2265

	GBP
	1.5512
	1.5421
	1.5570
	1.5576
	1.5240
	1.5760
	1.5575

	JPY
	79.66
	79.18
	79.70
	79.18
	77.70
	81.70
	79.10

	CHF
	0.9757
	0.9757
	0.9845
	0.9804
	0.9580
	1.007
	0.9790
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