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WEEKLY MONEY MARKET REPORT





Uncertainty Overshadows Europe
United States

Volatile FX Markets
FX markets lacked a sense of direction last week, with many factors affecting risk appetite. Speculation over another monetary easing from the Federal Reserve and the Bank of England overshadowed the results of the Greek elections at the beginning of the week. The Euro started the week on a strong footing, with the pro-Euro party winning the majority in the Greek parliament. The single currency opened the week at 1.2715, considerably higher than last week’s close of 1.2636, and continued its rise to reach the week’s high of 1.2747. The Euro quickly lost its steam, on worries over Spain’s deteriorating banking situation and increasing talks that the country might need another payment from the ECB as soon as the beginning of July. The Euro then closed the week at 1.2570 after Moody’s downgraded some of Europe’s biggest banks. The Sterling Pound followed suit with its European counterpart, as it opened the week at 1.5742 and fell to 1.5663, as the BOE’s meeting minutes showed that more members voted on additional stimulus for the British economy. Cable plummeted towards the end of the week after multiple downgrades of major banks, and closed the week at 1.5590. The Japanese Yen opened at 78.90, and weakened during the week as the US Dollar gained across the board, reaching a 2-month high of 80.56, before closing the week at 80.45. The Swiss Franc witnessed a lot of volatility, as it opened sessions at 0.9448 before reaching a low of 0.9422. The Franc rose towards the end of the week to reach a high of 0.9591, before ending at 0.9555 on Friday night.
Building Permits
Builders took initiative on more homes than expected for a third consecutive month in May, and rising construction permits signals that the residential real-estate market is pointing to further gains and becoming less of a laggard US economic recovery. Building Permits climbed to 780,000, the highest level since October 2008, exceeding the previous month’s figure of 720,000.
Unemployment Claims Rise
More Americans filed for jobless benefits last week, an indication that the labor market may continue to struggle and drag the country’s economic expansion. The level of dismissals may raise concerns that the slowdown in payrolls reported in the past few months will be prolonged, limiting consumer spending. Applications for jobless benefits decreased by 2,000 claims to 387,000, against market expectations of a decrease to 381,000, thus, pushing the four-week average to the highest level of the year.
Existing Home Sales 
Sales of previously owned US homes declined in May, signaling an uneven recovery in the residential real-estate market. Purchases of existing homes dropped to 4.55 million last month, versus 4.62 million in April, with an annual rate of decline of 1.5%. The drop came against market forecast of a decline to 4.58 million. The weakest employment gain in a year last month and limited access to credit are restraining the housing industry that has been supported by record-low borrowing costs and cheaper properties that are drawing investors.
Manufacturing in the US
The pace of manufacturing activity in the Philadelphia region shrank in June at the fastest pace in almost a year, beating economist expectations by far, an indication that the global economic slowdown is holding factories back. The Philadelphia Federal Reserve Bank said its business activity index fell to negative 16.6 from negative 5.8 in May. This is the lowest level since August 2011. A reading below zero indicates contraction in the regions’ manufacturing sector. The fear of a recession in Europe and slowing growth in Asia signal fewer orders for US manufacturers.
Europe

Uncertainty and Contagion Risk Threatens the Economy  
Markets reacted positively after the Greek elections ended with the victory of the pro-Euro parties last Sunday. The conservative pro-Euro political party, New Democracy, won 29.7% of the vote, which gave them 128 seats out of the 300 seats available in the parliament, and socialist Pasok won 12.3% (33 seats). Both New Democrats and Pasok won combined 161 seats over the anti-austerity party, Syriza (72 seats), which guaranteed them a comfortable majority in the formed coalition government. As a result, the Euro opened the week higher at a gap from last week’s close.

Moreover, independent auditors have said that up to 62 billion Euros is needed to bail out Spain’s troubled banking sector, well below the 100 billion Euros offered by the Euro zone. However, Spain said that the actual size of bank bailout is to be revealed by July 9. Towards the end of the week, the credit ratings agency, Moody’s, downgraded the world’s 15 largest banks including Credit Suisse, Barclays, RBS, and HSBC after months of speculation about dire fallout and possible credit cuts, sparking fear and uncertainty over the continent’s future and stability. The European Central Bank announced on Friday that they have eased their policy in terms for collateral to access central bank funding. The 17-nation currency gains were limited amid reports that investors are to take losses in a Spanish debt restructuring.
German Zew Economic Sentiment
German investor confidence endured its biggest drop in fourteen years this month, as Europe’s sovereign debt crisis weighed on the country’s economic outlook, with rising concerns that it will push Europe’s largest economy into a recession. The ZEW economic index of investor and analyst expectations, which aims to predict developments six months in advance, declined to -16.9 from 10.8 in May, the steepest decline since October 1998. Economists forecast a drop to 2.3. 

German Flash Manufacturing
Germany’s services and manufacturing sectors contracted for a fifth consecutive month in June, with manufacturing activity hitting a three-year low, indicating that the economy may face difficulties to grow in the current quarter. The Purchasing Managers Index (PMI) slid to 44.7 this month from 45.2 in May, falling further below the 50 mark, which separates contraction from expansion. The numbers add to concerns that Germany's economy is losing stamina and may have contracted in the second quarter after it steamed ahead in the first three months of the year.
Business Climate Confidence
German business confidence fell to the lowest in more than two years in June as the worsening sovereign debt crisis clouded the economic outlook. The German Ifo Business Climate dropped for a second straight month to 105.3 from 106.9 in May, falling short of economists forecast of 106.1.
United Kingdom

Unemployment Rate Soars
Unemployment in the UK unexpectedly rose in May, signaling that the labor market maybe starting to yield to Europe’s intensifying debt crisis. Unemployment claims rose by 8,100 people in June, against market expectations of a drop of 3,100. The figure points that the labor market is running out of steam, piling more pressure on Prime Minister David Cameron to do more to boost the economy.
Bank of England Rejects Easing
The Governor of the Bank of England, Sir Mervyn King, was blocked from pumping GBP 50 million into the shrinking British economy, after he was outvoted on the central bank’s Monetary Policy Committee. Minutes of the BoE's policy meeting showed officials split 5-4 against launching a new round of monetary stimulus by buying government bonds, a form of quantitative easing, and the majority voted to keep rates on hold and stick with the current GBP 325 billion asset purchase program. The minutes showed far stronger support for more stimulus than many economists had expected. The narrowness of the decision will heighten expectations of a further boost to quantitative easing in July after another set of dreary economic figures, including a rise in jobless claims. The BoE's Monetary Policy Committee said the global economy was slowing and that risks to Britain and the rest of the world from financial distress and political tension in the euro zone had intensified.
Asia Pacific
BoJ’s Press Conference
The Governor of the Bank of Japan, Masaaki Shirakawa, has indicated that Europe's debt woes pose the biggest risk to the global economy as Greece and Spain face continued hardships. Moreover, Shirakawa stated that "major turmoil has been avoided following the outcome of the Greek election last weekend, but there is no change in the fact that Greece faces severe conditions." The central bank set a 1.0% inflation target and loosened monetary policy in February. It followed up with another easing in April but has been standing put since then to give the central bank the ability to act immediately in case Europe's debt crisis harms Japan's export-reliant economic recovery.
Kuwait

Kuwaiti Dinar at 0.28015
The USDKWD opened at 0.28015 on Sunday morning.
Rates – 22 June 2012
	
	Previous Week Levels
	This Week’s Expected Range 
	3-Month

	Currencies
	Open
	Low
	High
	Close
	Minimum
	Maximum
	Forward

	EUR
	1.2640
	1.2520
	1.2750
	1.2570
	1.2340
	1.2740
	1.2580

	GBP
	1.5715
	1.5555
	1.5795
	1.5590
	1.5265
	1.5850
	1.5580

	JPY
	78.75
	78.65
	80.55
	80.45
	78.60
	82.60
	80.33

	CHF
	0.9500
	0.9425
	0.9590
	0.9555
	0.9360
	0.9770
	0.9525


As at June 24th, 2012
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