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WEEKLY MONEY MARKET REPORT





The Global Markets Consolidate as Risk Sentiments Firm
United States

The Euro Lost Momentum Over The Week
Last week was somewhat quiet comparing with the previous two weeks where we witnessed the German constitutional court ruling, which cleared the way for ratification of the Euro zone’s bailout fund as well as the Federal Reserve’s announcement of a third round of quantitative easing. During the week, sentiments weighed down by mixed economic data, which affected the FX market and manipulated its performance.
The US Dollar gained back some strength last week as it started weak before turning the momentum and gaining some strength peaking on Thursday. This is shown in the performance of the Dollar Index, which mounted from a low opening level of 78.85 to a high of 79.66 on Thursday after data from China and Japan added to evidence that Asian economies are slowing, spurring demand for the safety of US Treasuries.
The Euro, on the other hand, took a sudden turn and lost some momentum over the week, dropping the most in two months against the US Dollar, as services and manufacturing sectors in the region shrank to a three-year low, adding to concerns that the central bank will need to do more to spur growth and help the zone’s sovereign debt crisis. The currency started the week strong trading at 1.3130 level to a high of 1.3172 before turning down hitting a low of 1.2920 on Thursday and ending sessions at 1.2980. The Sterling Pound had a somewhat similar performance opening at 1.6216, and weakening slowly over the week to a low of 1.6165 on Thursday, before taking a different turn rallying to a near 13-month high against a weak US Dollar on Friday after UK borrowing data was less than feared, closing sessions trading at 1.6230. The Japanese Yen started the week with a negative outlook and lost some strength against the greenback, trading as high as 79.22 towards the middle of the week, before turning the momentum around and strengthening against most of its peers as demand for the perceived safety for the nation’s assets increased, closing the week as strong as 78.17. The Australian Dollar had a mixed performance last week, opening as high as 1.0565, and erasing most of the gain hitting a low of 1.0368 due to weak China economic outputs, before strengthening toward the end of the week and closing sessions trading at 1.0458.
As far as commodities are concerned, Gold rose 13% this year, reaching a six-month high of $1,787.38 an ounce on Wednesday as traders extended their bullish streak and analysts forecasted record prices by next year after central banks pledged more action to bolster economic growth. The commodity closed the week trading at $1,773.10.
On the other hand, oil had a negative performance last week and lost momentum after data indicated that the oil market is sufficiently supplied, and additional crude is coming from Saudi Arabia, Canada, and the US. The commodity started the week trading at $99.00 per barrel, and erasing these gains with a downward movement throughout the week closing sessions at $91.80 level.
US Trade Deficit Fell 12% Aided by Cheaper Oil Imports
The US current account trade deficit decreased 12.1% during the second quarter of this year, pushed lower by an increase in American exports and cheaper oil imports. The recent data showed that the current account deficit totaled $117.4 billion, which compares with a revised deficit of $133.6 billion in the first quarter, the largest in three year.
Housing Market Recovery Helped Boost US Economic Expansion
Sales of previously owned homes and work on single-family projects climbed in August to the highest levels in two years, signaling the residential real estate market is contributing to the US economic recovery. The most recent reading showed an increase of 7.8% to a 4.82 million annual rate, the most since May 2010, compared with 4.47 million, previously. 
Jobless Claims in the US Showed Weakness
More American than forecast filed claims for unemployment benefits. The number dropped by 3,000 in the week ended Sept. 15 to 382,000 applicants, compared with 385,000, previously. The labor market was expecting a larger drop to 375,000 as forecasted by economists, adding to signs of weakness in the world’s largest economy.
Europe

Euro Zone Debt Recovery is Still Uncertain
The European markets seemed to have absorbed the positive momentum and the optimism, which came with the bond-buying program and the German court ruling news. Now, markets is losing some momentum and realizing that the fundamental issues are still there and more central bank’s actions might be needed soon. 
Greek Prime Minister Antonis Samaras struggled to clinch agreement with his coalition partners on an 11.5 billion-Euro ($14.9 billion) budget-cut package, which is a key to receive international aid funds. This conflict put more pressure on the Greek leader to show the European leaders and international creditors that Greece is on track to cut their deficit and held accountable to their commitments made earlier this year and revisited during his last visit with the German Chancellor Angela Merkel.
Another spotlight in the market is Spain next bailout plan. Officials reported that Spain could be poised to announce an economic reform plan next week, as European Union authorities are working with the Spanish government to come up with a plan to pave the way for a new rescue plan and unlimited bond buying by the European Central Bank through the European Stability Mechanism (ESM) program. Yet, Spain managed to sell debt (bonds) on Thursday in an auction that met with strong investor demand despite questions about the country’s bailout plan.
Euro Area Services and Manufacturing Industries Slump to 39-Month Low
Euro zone services and manufacturing output fell to a 39-month low in September as European leaders struggled to reverse the single currency bloc’s slide into recession. A composite index based on a survey of purchasing managers in both industries within the Euro zone dropped to 45.9 from 46.3 in August. Despite the negative regional figures, Germany managed to report positive manufacturing and services PMI data. The current reading is at 47.3 and 50.6, compared with 44.7 and 48.3, previously in both industries. 
United Kingdom

UK Inflation Slowed on Furniture, Clothing, and Energy Prices 
The nation’s inflation slowed in August as prices for furniture and clothes rose less than a year earlier and increases in gas and electricity were not repeated. Consumer prices rose 2.5% in August versus 2.6% in July. While the Bank of England has forecast that inflation will continue to ease toward its 2% target, upward pressures have emerged as oil costs increase and a drought in the US pushed up food prices. That may open divisions among policy makers over whether they should expand their stimulus program again.
UK Posted Record August Deficit as Slump Hits Tax Revenue
The country posted its biggest budget deficit on record during August as the recession hits tax revenue and pushes up spending on welfare. The figure highlighted the damage being wrought by weaker-than-expected economic output this year. The recent data showed a public sector net deficit of 12.4 billion Pounds, compared with a surplus of 1.9 billion Pounds in July.
Japan
Bank of Japan Unexpectedly Eased as Growth Falters
The central bank unexpectedly expanded its asset-purchase fund by 10 trillion Yen ($126 billion), seeking to counter an increasing danger of contraction in the world’s third largest economy. The BOJ’s program, in which it buys mainly government debt, was enlarged to 55 trillion Yen. A separate fund that extends credit to banks was held at 25 trillion Yen. However, the central bank kept its benchmark interest rate between zero and 0.10% for the time being. 
Commodities 
Gold Rallies To A 6-Month High as Central Banks Add Stimulus
The commodity climbed 13% to $1,787.38 an ounce this year, reaching a six-month high on Wednesday as investors and traders extended their bullish views after analysts from various major financial institutions forecast that Gold could reach above the $2,000 level by next year after central banks pledged more actions to help recover their troubled and slow economic growth. The commodity closed the week trading at $1,773.10 per ounce.
Oil Drop Reflected Economy, Supply and Demand, and Gas Prices
Oil has fallen 7% since last Friday, when the price briefly topped $100 for the first time in 4 months. The sharp drop was expected and overdue as many analysts say. The commodity is sliding because demand is growing slower than the forecasts due to slow global economic growth. At the same time, the world oil supplies are plentiful. Production in the US, Canada, and Saudi Arabia has increased enough to make up for losses from Iran, and Venezuela. Oil closed the week trading at $91.80 a barrel.
Kuwait

Kuwaiti Dinar at 0.28060
The USDKWD opened at 0.28060 on Sunday morning.
Rates – 23 September 2012
	
	Previous Week Levels
	This Week’s Expected Range 
	3-Month

	Currencies
	Open
	Low
	High
	Close
	Minimum
	Maximum
	Forward

	EUR
	1.3130
	1.2920
	1.3172
	1.2980
	1.2740
	1.3160
	1.2992

	GBP
	1.6216
	1.6164
	1.6309
	1.6230
	1.6040
	1.6450
	1.6225

	JPY
	78.40
	78.02
	79.22
	78.17
	77.10
	79.20
	78.11

	CHF
	0.9267
	0.9246
	0.9356
	0.9327
	0.9230
	0.9400
	0.9321
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