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Markets celebrate July 4th with limited fireworks.

On the geopolitical front, the U.S. and China are organizing a resumption of talks for next week, although the White
House advisor, Kudlow, warned that the US will not lift current tariffs on China during the talks. Moreover, the U.S.
President Trump yesterday criticized China and Europe of currency manipulation. On the Chinese side, the
Ministry of Commerce stated that existing tariffs in the United States will have to be eliminated if a trade agreement

is to be reached.

In the Eurozone, retail sales continued decreasing in May dragged mainly by a fall in automotive fuel and in foods,

drinks and tobacco (-0.3% m/m, consensus +0.3% m/m, previous month -0.4% m/m).

Across European bond markets, core and semi-core sovereign bond yields extended yesterday’s decline
underpinned by soft economic data and rate cut hopes. German Bund yield hit new lows on stimulus expectations,
reaching levels very close to the current ECB deposit rate (-0.4%) for the first time. Elsewhere, peripheral risk
premia halted its downward trend with Italy’s risk premium increasing significantly mainly due to profit taking as the

Italian 10Y bond yields have fallen over 45 bps this week.

Minor changes in FX markets with the USD strengthening slightly against main G10 currencies, except for the
CHEF. In emerging markets, South American currencies and TRY experienced a subdued appreciation against the

USD.

Oil prices fluctuated, reverting its early drop amid weak data suggesting a smaller than expected decline in crude
oil reserves and distrust of the global economy. Meanwhile, gold prices trimmed its early gains ending with a slight

slip.
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