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In the period of 11-25 June, many fundamental reasons and factors have contributed to 
increased volatility in financial markets. Lately there has been a sharp decline in foreign 
exchange rates of the following major developing countries - Russia, Turkey, India, Brazil and 
the South African Republic. Besides, the World Bank lowered its forecast for global growth in 
2013 from 2.4% to 2.2% due to the slow recovery of the Euro area and the economic 
slowdown in China and some other countries. Recent publications of the World Bank warn 
that the early finish of QE may seriously make the markets react, which may affect the 
investment climate negatively. The International Monetary Fund (IMF), not the last 
organisation, whose comments are taken into account, too, holds a similar view, and states 
that the FOMC should follow the asset purchase programme until the end of the year in order 
to stimulate the recovery of the U.S. economy, and help counter the budget sequestration. 
Correction continued on the Japanese yen, which has strengthened over the last three weeks 
by 9% against the U.S. dollar. In all likelihood, people will soon start talking about the need to 
infuse big money into the Japanese economy. The data on the U.S. economy have come out 
better than expected - retail sales have risen and the number of applications for 
unemployment benefits has dropped. 
 

Unemployment in the UK has stabilized at quite a satisfactory level of 4.5%. In May, retail sales 
rose more than expected by economists. This suggests that the economic recovery is under 
way, although consumers remain under pressure as inflation outstrips growth. The Governor 
of the Bank of England Mervyn King emphasized the fragility of the recovery and the need for 
additional stimulation. Five British banks must submit plans to raise 13.7 billion pounds of 
additional capital by the end of 2013, in order to withstand possible loan losses, fines and 
various risks, - said the Bank of England. 
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There came mixed news about Europe. The President of the ECB Mario Draghi said that the 
central bank is ready, if necessary, to apply the new non-standard monetary policy 
instruments to maintain stability in the Euro area. The finance ministers of the EU countries 
have adopted provisions, including rules for the provision of funds for the troubled banks 
from the European Stability Mechanism (ESM). According to them, the creditors on the verge 
of collapse will be granted no more than 60 billion Euros, but if necessary, the limit can be 
increased. The ESM was created to help troubled EU states, but over time the list of its 
powers expanded. The fund’s volume reaches 500 billion Euros. 
 
Now there are more and more talks of a possible reduction of QE3 and the consequences of 
this step for the world markets. The main question is whether the bond bubble inflated and 
the reduction of the third programme of quantitative easing will make it explode. But the U.S. 
FOMC, as expected, did not change its policy. The comments were much more interesting. 
"The Federal Reserve System may reduce its purchases of bonds at the end of this year and 
complete them in about the middle of 2014." Markets regarded these comments as negative 
for virtually all assets and positive for dollar. The FOMC slightly worsened the forecast for the 
growth rate of U.S. GDP in 2013, and improved the forecast for the labour market to 7.2-7.3%. 
Thus the increase in interest rates is not expected in the current year, but the reduction of 
QE3 is, and the inflation forecast went down as well. 
 
So, what supported main trends of European currencies? What also contributed to the 
beginning of the rapid tendencies and drastic changes in the interest of buyers and active 
sales of sellers? Let's take a look at the volume of currency futures contracts. 
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6E (SEP13) – EUR / USD (CME) 
Flat trend range of Euro around the level of 1.3345 initially characterized the formation of a new level of 
contract 6E SEP13. There even took place small purchases on 18th June to the level of 1.3420. But then, on 
19th June, reducing Euro below 1.3345 led to strong sales of this currency to the level 1.3090 6EM13. 
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FORECAST 
The key rates for Euro are the levels of formation of the maximum amount of the last 2 days 
1.3221 and 1.3090 6EM13 historically, and the total volume range of 1.2935-1,2975 for the 
previous 18 months. 
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6B (SEP13) – GBP / USD (CME) 
Key sales of the British pound held from 1st 1.5668, 2nd 1.5553 and the contract volume level 
1.5449, which confirms the downward trend of this currency exchange rate. 
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FORECAST   
The key price for the British pound is the level of formation of the maximum amount of the 
last 2 weeks of 1.5449, which are also the level of the contract and the price level of the 
maximum volume of the previous week. 
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FORECAST   
The key price for the British pound is the level of formation of the maximum amount of the 
last 2 weeks of 1.5449, which are also the level of the contract and the price level of the 
maximum volume of the previous week. 

Best Regards, 
Evgeniy Bayrakovskiy, 
Portfolio Analyst 
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Maximus Capital SA was approved as an  

External Asset Manager in the following banks: 

http://www.google.lv/imgres?imgurl=http://www.madisonsquare.org/images/content/pagebuilder/HSBC_logo.jpg&imgrefurl=http://www.madisonsquare.org/site/News2?page=NewsArticle&id=5857&h=1181&w=2953&sz=337&tbnid=E4CoOO3Piv3diM:&tbnh=49&tbnw=123&prev=/search?q=HSBC+logo&tbm=isch&tbo=u&zoom=1&q=HSBC+logo&usg=__2OsF1pfAG8_hGjgB4b7lQy4WS8g=&docid=LZxG-IsRo0VCMM&hl=en&sa=X&ei=dZ2DUfeyEejX4ASKp4GACw&ved=0CCoQ9QEwAA&dur=1027
http://www.google.lv/imgres?imgurl=http://ja-utah.org/wp-content/uploads/2012/09/UBS-logo.jpg&imgrefurl=http://ja-utah.org/?attachment_id=779&h=448&w=1172&sz=101&tbnid=WgPC0HYrE_P8CM:&tbnh=47&tbnw=122&prev=/search?q=UBS+logo&tbm=isch&tbo=u&zoom=1&q=UBS+logo&usg=__uZx4PPdGzfg7TSg8KSdOpfVkbV8=&docid=HwZM0K3a9icJKM&hl=en&sa=X&ei=sp2DUaU86eDhBNrEgYgL&ved=0CDAQ9QEwAQ&dur=162
https://www.credit-suisse.com/
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