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Wait and watch mood prevails

The slow progress in the initial trade demands of U.S and China is raising doubts as to whether they will be able to
overcome their much deeper differences. U.S. weighs how to address China’s demands to ease restrictions on
Huawei and China has not begun to purchase large amounts of U.S. farm products. For the moment, no face-to-
face negotiations have been scheduled. However, Treasury Secretary Steven Mnuchin and U.S. Trade
Representative Robert Lighthizer expect a phone call from Chinese officials today.

Bloomberg reported that the ECB is considering modifying its inflation target to adapt it to the post-crisis era, a
measure that could alter monetary stimulus policy. The possible revision of the inflation target would start during
the succession period at the ECB. Also, the Fed announced in November 2018 that it would conduct a broad
review of the strategy, tools, and communication practices that it would finished in the first half of 2020.

Regarding economic indicators, U.S. Initial jobless claims reached a level of 216k claimers for the week ended July
13th as expected by the consensus. Result is slightly higher than the 208k level observed for the week ended July

6th.

Across sovereign bond yields, 10Y US treasury yield was slightly upwards (+1 bps). Across European bond
markets, core and semi-core sovereign bond yields declined following global concerns and ECB news.
Furthermore, peripheral bonds continued benefitting from search for yield strategies. The risk premiums of Italy,

Spain and Portugal extended its drop (-2 bps).

The dollar index (DYX) was almost flat (-0,1%). The USD was hardly impacted by Treasury Secretary Steven
Mnuchin comments that there are no changes in the U.S. dollar policy, but he did not rule out a change in the
future. The pound (GBP) went up as U.K. parliament backed measures to prevent the next prime minister
suspending the legislature to pursue a no-deal Brexit.

On the other hand, the price of oil increased at the beginning of the day, after Iran assures that it has retained a
foreign oil tanker in the Gulf but then turned around and fell sharply. Global stock markets dropped as investors are
weighing central bank actions, corporate earnings and the outlook for global trade.
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