
 



 

Week ahead: July 9th to 13th                   

Market focus on BoC’s interest rate decision 

Next week’s market movers 

 On a rather quiet Monday, we get Japan’s Current Account balance.  

 On Tuesday, China’s CPI rate for June, UK’s manufacturing output for May and 
Germany’s ZEW Economic Sentiment for July could be the main events of the day.  

 On Wednesday, Australia’s retail sales growth rate for May and especially UK’s services 
PMI for June could be the center of discussion. 

 On Thursday, the US ISM non-manufacturing PMI for June as well as the FOMC meeting 
minutes could grab the market’s attention.  

 On Friday, the US employment report with its Non-Farm Payroll figure for June could keep 
the market on its toes but the Canada’s employment data could also get some attention.  

In the coming week a number of financial data releases could get the attention of the markets. 
Our team handpicked the ones which it considers as the most influential and discusses their 
possible forecasts and their respective effects on various currencies.   

On Monday, early in the Asian session we get Japan’s Current Account Balance for May. The 
balance is forecasted to be a narrowed surplus of +1,240.2B if compared to previous month’s 
reading of +1,845.1B.  

Should the actual balance meet the forecast, we could see the JPY weakening, as the surplus 
narrows and the Japanese economy is a strongly outward driven economy and heavily export 
oriented.  

On Tuesday, during the Asian session China’s CPI rate for June is due out. The rate is forecasted 
to accelerate and reach +1.9% yoy, if compared to previous reading of +1.8% yoy.  

If the forecast is realized and despite the difference being rather narrow, we could see the AUD 
and the NZD getting some support as their respective economies have a considerable (at least) 
exposure to China. Reasons cited could be that the slight acceleration of the CPI rate could 
provide bullish signals for the Chinese economy foreshadowing good days to come for Australian 
and New Zealand exports.  

In the European session, UK’s Manufacturing Output growth rate for May is to be released. The 
rate is forecasted to accelerate and reach +0.3% mom compared to previous reading of -1.4% 
mom.  

Should the actual rate meet the forecast we could see the GBP getting some support as the 
acceleration is substantial and indicator gets out of the negative area. Also bear in mind that in 
the recent release of the PMI’s the manufacturing PMI (along with the services and construction 
PMIs) surpassed it’s forecast and underscored the bullish sentiment for the prospects of the UK 
economy. Such an acceleration of the Manufacturing Output could also serve as an indirect 
confirmation for that sentiment.  



 
Later in the European session we get Germany’s ZEW Economic Sentiment and Current 
Conditions indicators, both for July. The Economic Sentiment indicator is forecasted to decrease 
reaching -18.2, if compared to previous month’s reading of -16.1, while the Current Conditions 
indicator is forecasted also to decrease reaching 78.0 compared to previous reading of 80.6.  

Should the actual readings meet the forecast, we could see the single currency weakening as the 
decreases could imply a more pessimistic view regarding the largest economy of the Eurozone. 
Specifically a further drop of the economic sentiment indicator would mark the lowest reading for 
over three years.  

On Wednesday, in the Asian session we get Japan’s Corporate Goods prices growth rate for 
June. The rate is forecasted to slowdown and reach +0.1% mom compared to previous reading 
of +0.6% mom.   

Should the actual rate meet the forecast we could see the JPY slipping as the retreat of the rate 
could imply that inflationary pressures may soften in the Japanese economy.  

In the American session we get BoC’s interest rate decision. The bank could be hiking rates by 
25 basis points   reaching +1.50%, from previous reading of +1.25%. Currently, CAD OIS support 
such a scenario as they imply a probability for the bank to hike rates by 25 bp of 88.43%.  

On the financial data side the current inflation rate (+2.2% yoy) would allow a rate hike as it is well 
within the bank’s inflation rate target of +2%±1%. On the other hand current GDP growth rate 
(+0.3% qoq) and unemployment (5.8%) could be discouraging for a rate hike. We see the case, 
for a possible rate hike as described above as quite possible.  

However, we would like also to stress that beyond financial data, as considerable uncertainty 
regarding trading terms with the US exists, especially regarding NAFTA. If the bank considers this 
uncertainty as of a catalytical nature for Canada’s GDP growth prospects, we might witness a 
hesitation on behalf of the Bank.  

Overall, a rate hike could strengthen the Loonie but that support may dampen, should there be 
an accompanying statement with a rather dovish tone.  

On Thursday, in the European session we get Germany’s final HICP rate for June. The rate is 
forecasted to remain unchanged at 
+2.1% yoy compared to the preliminary 
release, however slowdown if compared 
to previous month’s rate of +2.2% yoy.  

Should the actual rate meet the forecast 
we could see the single currency 
weakening as the slowdown compared 
to May will be infirmed. It could be that 
the market may have a rather muted 
reaction, as it is the final release of the 
rate and the market may expecting it and 
furthermore the rate remains in rather  
high levels.  



 
In the American session we get the US 
inflation data for June. The headline CPI 
rate is forecasted to tick up reaching +2.9% 
yoy, compared with its previous respective 
reading of +2.8% yoy, while the core CPI 
rate is forecasted to also uptick and reach 
+2.2% yoy compared to its previous 
reading.  

Should the actual rates meet their 
respective forecasts, we could see the 
greenback getting some strength as both 
indicators reach the highest level for over 
twelve months (the headline rate for an even greater period) and indirectly confirm a more hawkish 
stance as the one implied by the Fed.  

On Friday, albeit at a tentative time China’s trade balance figure for June is due out. The figure 
is forecasted to a wider surplus of +27.5B if compared to previous surplus of 24.92B.  

Should the actual reading meet the forecast we could see AUD and NZD strengthening as the 
widening of the surplus could imply further exports to China from their respective economies. 
Please be advised that the strengthening of the Aussie and the Kiwi maybe dampened as the 
Chinese import growth rate could slowdown and reach +22%.  

Last but not least, in the American session we get the preliminary release of the U. Michigan 
Sentiment for July. The indicator is forecasted to drop slightly reaching 98.1 if compared to 
previous reading of 98.3.  

Should the actual reading meet the forecast we could see the USD weakening as the drop of the 
indicator may imply a more pessimistic view on behalf of the consumers.  

    

  

   



 

 


