
 



 

Week ahead: July 2nd to 6th                  

Market focus on RBA’s interest rate decision 

Next week’s market movers 

 On Monday, we’ll start a busy day early in the Asian morning with the release of Japan’s 
Tankan Indices for Q2 and then the final manufacturing PMI’s of Germany, France and 
the Eurozone for June are due out, as well as Eurozone’s unemployment rate and later 
on the UD ISM manufacturing PMI for June. 

 On Tuesday, the market’s focus could shift to RBA’s and Riksbank’s interest rate decision. 

 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 Tankan large 
manufacturers and non-manufacturers 
indices for Q2. The large manufacturers 
index is forecasted to drop as low as 22 
compared to previous reading of 24, while 
the large non-manufacturers index is 
forecasted to remain unchanged at 23.  

Should the actual figures meet the 
forecasts we could see the JPY 
weakening as the Japanese economy is a 
heavily industrialized economy and the 
drop of the large manufacturers index 
could imply that the gloomier days lay ahead. On the other hand a possible reading of 22 is still 
on rather high levels. The possible continuance of the large non-manufacturers indicator 
stabilization at rather high levels for the past three quarters should not be a source of worries for 
the Yen.  

Later on, in the European session, France’s, Germany’s and Eurozone’s final releases of the 
manufacturing PMI’s for June are due out. All three indicators are forecasted to remain unchanged 
compared to the preliminary releases at 53.1 (France), 55.9 (Germany) and 55.0 (Eurozone).  

If the forecasts are realized, we could see the EUR weakening as such figures would fix the 
readings at one of the lowest levels for the past year implying a weaker manufacturing activity. 



 
Also in the European session we get Eurozone’s unemployment rate for May. The rate is 
forecasted to remain unchanged at 8.5% compared to the previous reading. 

Should the forecast be realized we could see the EUR getting some slipping as the rate remains 
at rather high levels and further reduction seems to be slowing down. On the other hand as the 
rate remains stable at its lowest level for more than two years it could perceived as a positive sign 
for the EUR. 

In the American session we get the US ISM Manufacturing PMI for June. The indicator is 
forecasted to drop reaching as low as 58.3 compared to the previous reading of 58.7. 

Should the actual figure meet the forecast we could see the USD slipping as the drop could imply 
a bearish tendency for the sector.      

On Tuesday, during the Asian session, we get RBA’s interest rate decision. RBA is widely 
expected to remain on hold at +1.50%, as AUD OIS imply a probability for such a scenario at 
99.57%. Market focus could shift to the accompanying statement, should the interest rate not 
change. With the current GDP growth rate (+3.1% yoy) being near the bank’s forecast of +3.25% 
yoy, the inflation rate (+1.9% yoy) well near the bank’s medium target of +2.00% yoy, the current 
account deficit narrowing and the unemployment rate (5.4%) being not at the best levels we’ve 
seen but still tolerable we see the case for the bank to have a neutral tone. It would be interesting 
to see whether the bank will retain its phrasing regarding the inflation rate as well as any 
comments regarding household consumption and wages growth rate.  

In the European session, we Riksbank’s interest rate decision. The bank is expected to remain 
on hold at -0.50%, with SEK OIS implying a probability for such a scenario at 86.49% with rest 
supporting the possibility of a 25 basis points rate cut. Should the bank remain on hold we could 
see the markets attention turning to the accompanying statement. Despite the CPI rate (+1.9% 
yoy) being pretty near the bank’s +2.00% yoy, we could see some dovish comments as the GDP 
growth rate has decelerated to +3.1% yoy and the unemployment rate is at rather high levels 
(6.5%) despite the recent slight drop (-0.3%). Also if one argues that the bank retains a rather 
dovish bias it would strengthen the scenario for a slightly dovish statement.    

On Wednesday, during the Asian session we get Australia’s retail sales growth rate for May. The 
rate is forecasted to tick down to +0.3% mom compared to previous reading of +0.4% mom.  

If the forecast is realized we could see the AUD weakening as the slight decrease may 
foreshadow a slight drop of consumer spending. Given that household consumption is one of 
RBA’s concerns the indicator gains on importance, especially after Tuesday’s RBA interest rate 
decision meeting.  

In the European session we get UK Services PMI for June. The indicator is forecasted to remain 
unchanged at 54.0 compared to its previous respective reading.  

Should the forecast be realized we could see the pound getting some support as the PMI indicator 
of the main sector of the UK economy remains stable at rather high levels compared to the 
previous six months. Currently, we see the case for the risks of the particular indicator to be 
skewed to the upside.  



 
On Thursday, in the American session we get the US ISM Non-Manufacturing PMI for June. The 
figure is forecasted to drop to 58.3 compared to previous reading of 58.6. 

Should the actual reading meet the forecast we could see the USD slipping as the drop of the 
indicator could imply a lessening activity of the particular indicator. It should be noted though that 
the level as such could be considered as rather high if considered to the average of the past 12 
months.  

Also, late in the American session we get the minutes of the latest FOMC meeting were a rate 
hike of 25 basis points was decided. The notion of a four rate hike path in 2018 seems to be 
dominant at the present after the presentation of the FED’s new dot plot, however any additional 
hawkish comments made could provide some support for the USD and vice versa should the 
basis of the four rate hike path be shaky we could see the USD slipping.  

On Friday, in the American 
session we get the US 
Employment report for June. 
The Non-Farm payrolls figure is 
forecasted to drop to +200k 
compared to previous reading 
of 223k, the average earnings 
growth rate is forecasted to tick 
up to +2.8% yoy compared to 
previous reading of +2.7% yoy 
and the unemployment rate to 
remain unchanged at 3.8%.  

Overall, should the actual data 
meet the forecast we see the 
case for a rather strong report 
that could support the USD. One reservation remains though and that concerns the drop of the 
Non-Farm payrolls figure, however it could be the case that the drop may be regarded as a 
correction of the May’s high figure and the forecasted figure may be tolerated by the market. On 
the other hand the tick up of the Average earnings could be interpreted as a result of a tightening 
labour market. 

At the same time we get Canada’s employment data for June, The unemployment rate is 
forecasted to remain unchanged at 5.8% and the employment change to rise to +17.5k compared 
to previous reading of -7.5k.  

Should the actual data meet the forecast we could see the Loonie getting some support as the 
increase of the employment change figure as simultaneously the unemployment rate remains 
unchanged, could be indicative of a tightening labour market. The indicators get additional 
attention as they are the last release before BoC’s interest rate decision on the 11th of June. 

   



 

 


