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Better than expected U.S. labour market changes the course of

the week.

The much-anticipated June 29 Trump-Xi meeting at the G20 summit was effective in getting derailed US-China trade talks
back on track. The US also granted a conditional reprieve on supply-ban for ‘blacklisted’” Chinese tech major Huawei and
agreed to ‘temporarily' refrain from slapping new levies on China, but said that it would not lift existing import tariffs. In return,
China agreed to boost US farm purchases while pressed the US to remove existing tariffs as a pre-condition for any trade deal.
Also in the G20 meeting EU and Mercosur (Argentina, Brazil, Paraguay and Uruguay) reached a trade deal after two decades

of negotiation.

On the other hand, this week it was known that U.S. is considering widening its tariff threat against the EU by $4 billion in

retaliation for EU’s subsidies on Airbus.

In the Eurozone, Christine Lagarde nomination for ECB President is being viewed as a dovish signal, expecting that her
succession will pave the way for a continuation of further monetary stimulus. Elsewhere, the U.S. President Trump said he will

nominate two new Fed officials (J. Shelton and C. Waller) that are expected to favor lower interest rates.

In the U.S., the unemployment rate was little changed at 3.7% in June. U.S. Nonfarm payrolls surprised the market increasing
224k after a slowdown in May (consensus 160k, previous 72k).

uUntil the U.S. employment data came out, global bond yields had been dropping across the board during the week on
expectations of global central banks' dovish actions. However, yields rocketed back after U.S. monthly jobs report showed

much stronger-than-expected employment growth in June.

Search for yield continued benefiting peripherals and EMs sovereign bonds but not HY. Italy’s risk premium narrowed
dramatically (by 34 bps) helped, in part, by the news that the EU’s Excessive Deficit Procedure won’t be launched shortly.

Spain’s 10Y yield declined to 0.33% (risk premium narrowed to 68bps).

In FX, the US dollar broadly appreciated after U.S. added more jobs than anticipated. EM FX rates showed minor changes,
except the TRY which appreciated strongly on the back of positive inflation figures.

Equity markets continued to climb, with S&P 500 reaching new highs (but in light trade volume and dropping after U.S. labour
data). During the week, banking sector surged in Europe (5%), especially Italian banks (8%) due to the outperformance of
Italian debt. Although OPEC and non-OPEC producers agreed to extend oil output cuts until at least march 2020, oil prices
declined as concerns of economic slowdown would hit oil demand and Russia did not discard the option to increase oil output.
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