


CHART OF THE WEEK

As Citi’s rates strategists have 
pointed out, the ECB could 
counteract this - end of the 
ECB's QE – saying that it is 
"pretty likely that there will 
need to be an adjustment in 
prices -"through an “Italian 
Operation Twist” (lengthening 
the maturity of their BTP 
holdings), but such a response 
might not come immediately, 
given the ECB’s reluctance to 
favour individual countries, 
unless associated with the 
conditionality that comes with 
an economic adjustment 
programme

Source: Citi Research
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• China Trade Balance

Exports expanded 12.9% year on year in dollar terms in April, rebounding from a seasonally-
affected 2.7% drop in March and above expectations of 8%. A weighted-average of PMI 
readings for China’s export partners shows external demand remains extremely robust. 
Imports rose 21.5%, up from 14.4% a month earlier and above expectations of 16%. That’s a 
reflection of strong domestic demand and the impact of rising commodity prices

The tariff saga continues. There are reports China’s Vice Premier Liu He is headed to 
Washington next week for more negotiations. The public comments period on the U.S. tariff
proposals draws to an end May 22. Analists remain relatively sanguine, noting that even the 
U.S. proposal to reduce China’s trade surplus by $200 billion would be only a relatively minor 
drag on GDP

source: bloomberg



• ECB Economic Bulletin

 Following several quarters of higher than expected growth, incoming information since the 
Governing Council’s meeting in early March points towards some moderation, while remaining
consistent with a solid and broad-based expansion of the euro area economy

 The Governing Council will continue to monitor developments in the exchange rate and other
financial conditions with regard to their possible implications for the inflation outlook. Overall, an 
ample degree of monetary stimulus remains necessary for underlying inflation pressures to 
continue to build up and support headline inflation developments over the medium term

 Overall, the economy’s underlying strength continues to support the Governing Council’s
confidence that inflation will converge towards its inflation aim of below, but close to, 2% over the 
medium term

source: bloomberg
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• BoE Meeting (1/2)

Mark Carney said the Bank of England still intends to deliver “modest” tightening after
an unexpected economic slowdown derailed an interest-rate hike that investors had
anticipated as soon as this month

The BOE governor spoke after officials kept the key interest rate at 0.5 percent, citing
the first-quarter slump, and said inflation will weaken faster than previously thought

 “We think the momentum in the economy is going to reassert,” Carney told reporters
in London. “The Monetary Policy Committee judges that an ongoing, modest tightening
of monetary policy over the forecast period will be appropriate to return inflation
sustainably to its target.”
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• BoE Meeting (2/2)

The BOE expects an economic expansion of 1.4 percent this year, down from 1.8 
percent in February’s forecasts. It said first-quarter growth will probably be revised up to 
0.3 percent from the initial estimate of 0.1 percent. The outlooks for 2019 and 2020 
were unchanged at 1.7 percent

source: bloomberg

BoE RELEASED A DOVISH MESSAGE
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• US CPI

U.S. consumer prices core rose by less than forecast in April, reducing chances that inflation
will run significantly above the Federal Reserve’s target in coming months

While market participants continue to scour the economic landscape for evidence that
above-trend growth and below-neutral unemployment are fostering firmer price pressures, 
the April CPI results will provide only modest supporting evidence in this regard. Both core 
goods and service- inflation trends ceased their respective accelerations in the month

source: bloomberg
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 The Bank of Japan's decision to drop a timeframe for hitting its inflation target shows it is losing 
confidence in its price outlook and could mean it puts off exiting easy policy for years to come, a 
former central bank executive said

 On Tuesday President Donald Trump announced his intention to withdraw the United States from the 
Iran nuclear deal as well as to restore sanctions aimed at cutting Iran out from the global financial 
system. Trump also added that “any nation that helps Iran in its quest for nuclear weapons could also 
be strongly sanctioned by the United States"

 Argentina, Latin America’s third-largest economy, could in fact receive a $30bn loan from the IMF as 
Argentine President Mauricio Macri has been reported to have reached out to the IMF after the 
country’s currency started to free-fall. On Tuesday IMF Managing Director Christine Lagarde said that 
discussions about strengthening the Argentine economy have been initiated

source: reuters
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 "Monetary stimulus by the Fed and other advanced economies played a relatively limited role in the 

surge of capital flows to emerging market economies in recent years," Powell said. "There is good 

reason to think the normalization of monetary policies in advanced economies should continue to 

prove manageable for emerging economies”

source: AP
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