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The European Summit Delivers Small but Hopeful Progress
United States

European Summit Delivers Hope
The weakness in German employment on Thursday after the soft inflation report helped hopes for an ECB rate cut and pressured the Euro down to the lowest level this week at 1.2407. There continues to be a never ending supply of European stories with themes to promote growth, speculation always denied by Germany to introduce a Eurobond program, and to protect Italy’s Monti increasingly fragile position. 
The latest news noted the possibility of giving the authority for the European Financial Stability Fund to insure private bond investors against 10-20 per cent losses. The IMF seemed to suggest they would be open to consider amending Greek loan terms, however the National Bank of Greek noted the high level of bad loans and ratios are rising quickly. Spanish 10 year yields touched 7% and Italy’s saw a high of 6.18%.
Although the German government continued to play down the likelihood of a total liability sharing agreements, the European Union president VanRompuy turned up with the European commission Barroso and gave a brief after the first day of the summit. He announced the 120bn growth plan and noted that no countries were very keen on short-term measures. 
Friday morning saw a first official statement from the European Summit, which helped markets explode into positive territory. While expectations were on the downside, European leaders surprised markets by agreeing to ease repayment rules for emergency loans to Spanish banks and relax conditions on possible help for Italy. European leaders also dropped the requirements that governments get preferred creditor status on crisis loans to Spain’s banks and opened the door to recapitalizing banks directly with bailout funds once Europe sets up a single banking supervisor. 
After reaching a low of 1.2407, the Euro ended the week at 1.2667 boosted by the positive outcome from the summit. The same trading pattern took place with the Sterling Pound as it reached a low of 1.5485 on Thursday to close the week at 1.5707.

Commodities continued to trade under pressure on global growth concerns, with Brent sliding below the $90 level at the beginning of the week but closing on Friday at $97.80 after a positive European summit.
Gold on the other side remains under pressure as the Fed continues denying markets from further injection of monetary stimulus.  
U.S. GDP As Expected while Jobless Claims Reaches 386K 
The third estimate of the U.S. economy’s growth rate was unchanged in June at 1.9%. Although consumer spending and inventories were revised lower, this was offset by a smaller trade deficit and stronger business investment. The concern remains with the persistence of slack in the economy that is continuously providing a reason for the Fed to keep monetary conditions highly accommodative and interest rate close to 0%. Additionally, the pace of growth slowed down from the 3.0% gain recorded in the fourth quarter of last year.
In a different report, Jobless claims dropped to 386k from an upwardly revised 392,000 the previous week. Concerns over the fiscal cliff that the U.S. faces at the end of 2012 and the deteriorating situation in Europe could be a reason why employers are not expanding their workforce and are staying on the sidelines. On the other side, a cheaper energy bill might provide some comfort to boost consumer spending and offset the lack of growth later in the year. 
Consumer Confidence remains Low While Pending Home Sales Stabilizes
Consumer confidence fell in June for the fourth straight month to reach the lowest level since the beginning of the year. U.S consumers remain worried about jobs creation and the overall economy even with the improvement of the housing markets and cheaper commodities prices. 
On the other hand, Pending Home Sales surged the most in the year. The US Home sales index surged 15.3% in May, the highest increase since April 2010. The index is also 13.3% higher than a year ago suggesting that the housing market has continues to heal after the bubble burst. Sales have been strong as long term interest rates have been the lowest on record and the supply of new homes remains extremely low.
Europe

European Summit 
An eventful end of the week for Europe as markets had set extremely low expectations for the European leaders’ summit. European officials surprised with the announcement of the ability for the European Stability Mechanism to recapitalize banks coupled with loans not having seniority. A move that provided markets some relief and positive sentiments coming into the end of the second quarter of the year. 
Nevertheless, this remains a long and bumpy journey for Europe. Although Germany seems to have conceded some ground relative to its known though lines, the EU summit delivered two things; whereas on the fiscal side, the president of the European Council, Van Rompuy, has been tasked to develop a specific and time bound roadmap to further fiscal integration, which would go along with increased risk sharing. On the banking side, they agreed to move towards a single supervisory mechanism for Euro area banks headed by the ECB. As far as Spain is concerned, it remains the exception, as the financial assistance to the Spanish banking system via the ESM will not have seniority status.  The headline implied that any further bank recapitalizations using the ESM will have seniority over other debt.
German June Unemployment Rises in a Sign that Germany is not Immune to the Crisis 
Unemployment in Germany rose in June a seasonally adjusted 7,000 to 2.88 million. The adjusted jobless rate held at 6.8% after last month’s rate was revised up from 6.7%. The spreading crisis in Europe seems to have caught up with Germany. Although this number might not be a concern for Germany for the moment, it puts a dampening tone on growth prospect for Europe for the remainder of the year.
Euro zone Inflation as Expected
Inflation in the Euro zone was unchanged from a month earlier at 2.4%. On the other hand, German inflation figures slowed more than expected in June. The annual rate of inflation eased from 2.2% Y/Y to 2.0% Y/Y, while the consensus was looking for a slowdown, to 2.1% Y/Y. German inflation is now at 2%, much earlier than markets had expected, mostly helped by a sharply lower oil price and consequently matching the ECB’s target for the first time since early 2011. That leaves the door open for a potential interest rate cut when the ECB governing council meets next week.
Greece Bad Loans Soar
In a statement issued on Thursday, Greece's biggest lender National Bank said bad loans had more than quadrupled from 2008 and unveiled plans to sell stakes in profitable foreign units. With unemployment hitting record highs near 23 percent and businesses shuttering daily, banks have seen a surge in bad loans.
Moody’s Downgraded Debt Ratings of 28 Spanish Banks
Mentioning a weakening financial condition of Spain’s government, Moody’s Investors Service cut its credit rating this week on 28 Spanish Banks. Moody’s also said the banks are vulnerable to additional losses from Spain’s busted real estate bubble. Moody’s move came couple of days after they downgraded some of the world’s biggest banks, including Bank of America, JPMorgan Chase and Goldman Sachs.
United Kingdom

UK in Double Dip Recession
UK GDP decreased 0.3% in the first quarter of 2012, following a 0.3% drop the previous quarter. The data reflects the ongoing weakness in the economy`s major sectors, where manufacturing contracted 0.5% while services advanced 0.2%. The Bank of England signaled it planned to restart its quantitative easing program as soon as next month to try to give the economy a lift. 
Bank of England Released its Semi-Annual Financial Stability Report
Bank of England released its Semi-annual Financial Stability Report, which noted that the outlook for financial stability had deteriorated due to the European crisis. 
Uncertainty and tighter credit conditions have acted as a strong headwind to UK economic recovery and short-term risks remained elevated. UK banking sector exposure to most vulnerable EMU members was low and regarded Greece, Ireland, Italy, Portugal and Spain as vulnerable. Direct impact of any potential Greek euro exit was manageable for UK banks. Banks free to use liquidity buffers in stressed times. Saw further tightening in credit supply if banks pass on entire rise in funding costs.
Commodities 
Gold not Finding a Clear Direction
Gold range traded this week following different news. Although Japan's exports of gold plunged to a 15-month low in May to 2.79 tonnes, down 67% from a year ago, the yellow metal tried to rally in the beginning of the week after the World Gold Council stated that demand in Asia is stronger than what the market has anticipated. The reaction however was short lived and Gold reached a low of $1,548 disappointed by the non-intervention from Central Banks to attempt to contain the European crisis. 
The metal ended the week at the highs after European leaders delivered a hopeful message, which initiated a broad rally in all risky assets.

Oil Markets Remain Under Pressure
Similar to Gold, Crude rebounded at the end of the week from the lowest level in almost nine month on speculation that European measures will increase demand for the commodity. The continuous downgrades of global growth prospects have placed tremendous pressure on oil markets and commodities in general. 
Additionally, Norway’s strike shut production of about 15% of the crude supply from Western Europe’s largest exporter.
Kuwait

Kuwaiti Dinar at 0.27970
The USDKWD opened at 0.27970 on Sunday morning.
Rates – 01 July 2012
	
	Previous Week Levels
	This Week’s Expected Range 
	3-Month

	Currencies
	Open
	Low
	High
	Close
	Minimum
	Maximum
	Forward

	EUR
	1.2570
	1.2407
	1.2696
	1.2667
	1.2530
	1.2900
	1.2680

	GBP
	1.5588
	1.5485
	1.5716
	1.5707
	1.5640
	1.5800
	1.5680

	JPY
	80.43
	79.14
	80.62
	79.80
	79.00
	80.60
	79.70

	CHF
	.9553
	.9463
	.9679
	.9485
	.9365
	.9650
	.9480
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