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TABLE 7: Growth and inflation
Real GDP (%)
2017 2018
USA 2.2 2.8
Japan 1.7 0.8
Euro area 2.6 2.0
- Germany 2.2 1.8
- France 2.3 1.6
- ltaly 15 1.2
- Spain 3.1 2.7
- Portugal 2.7 2.0
- Ireland 7.2 4.9
- Greece 13 2.4
United Kingdom 18 1.3
Switzerland 11 2.3
China 6.9 6.5
India 6.2 7.3
Brazil 1.0 15
Russia 15 15
World 3.7 3.7
TABLE 8: Interest rates (end-of-quarter)
16.08.2018 Q318
USA
Federal funds rate, upper bound 2.00 2.25
3-months Libor 2.32 2.55
2 years* 2.62 2.60
5 years* 2.75 2.90
10 years* 2.88 3.05
Spread 10-2 years 26 45
Swap-Spread 10 years 7 5
Euro area
Minimum bid rate -0.40 -0.40
3-months Euribor -0.32 -0.30
2 years* -0.64 -0.60
5 years* -0.26 -0.10
10 years* 0.32 0.50
Spread 10-2 years 96 110
Swap-Spread 10 years 55 50
United Kingdom
Bank Rate 0.75 0.75
3-months Libor 0.80 0.75
2 years* 0.70 0.85
10 years* 1.24 1.40
TaBLE 9: Exchange rates (end-of-quarter)

EUR/USD
USD/IPY

EUR/CHF
EUR/GBP
EUR/SEK
EUR/NOK
EUR/PLN

EUR/HUF
EUR/CZK
AUD/USD
USD/CAD
USD/CNY

Source: Bloomberg, Commerzbank Research; bold: change on last week; * Treasuries, Bunds, Gilts
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16.08.2018 Q318

1.14 1.16
111 109
1.13 1.15
0.90 0.87
10.47 10.30
9.62 9.20
431 4.30
324 322
25.69 25.60
0.73 0.78
131 1.29
6.90 6.80

2018

2019
23
1.2
18
16
18
1.2
25
18
3.2
2.8
16
18
6.2
6.9
1.9
17
3.6

Q418

2.50
2.75
2.75
3.05
3.15
40
0

-0.40
-0.30
-0.50
0.00
0.60
110
50

0.75
0.75
0.95
1.55

Q418

1.16
106
1.15
0.88
10.30
9.15
4.35
325
25.50
0.80
1.30
6.80

2017
21
0.5
15
18
1.0
1.2
2.0
13
0.3
11
27
0.5
16
3.3
35
3.7

Q119

2.50
2.80
2.90
3.15
3.15
25
0

-0.40
-0.30
-0.40
0.10
0.70
110
50

0.75
0.85
1.10
1.70

Q119

1.18
102
1.15
0.89
10.25
9.10
4.35
325
25.25
0.82
1.28
6.85

Inflation rate (%)

2018
25
0.6
17
18
18
17
16
19
0.5
1.4
23
0.9
17
4.8
3.6
25

Q219

2.75
3.05
3.05
3.15
3.15
10
0

-0.40
-0.30
-0.30
0.20
0.85
115
45

1.00
1.00
1.20
1.80

Q219

1.20
100
1.16
0.90
10.20
9.05
4.35
325
25.00
0.83
1.26
6.90

2019
25
0.6
1.4
18
12
1.2
1.0
16
11
15
20
0.6
2.3
4.8
4.2
35

Q319

2.75
3.05
3.20
3.20
3.20

-0.30
-0.30
-0.20
0.35
0.90
110
40

1.00
1.05
1.35
1.90

Q319

1.23
99
1.17
0.91
10.10
9.00
4.40
325
24.60
0.84
1.24
6.93
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Tax cuts in the US provide an additional
stimulus for the economy in 2018.

Growth in China is decelerating due, among
other things, to high corporate indebtedness
and industrial overcapacity.

Even with the stronger euro putting a brake
on economic  growth, the ECB’s
expansionary monetary policy will keep the
upswing going, but it also glosses over and
preserves the euro zone's structural
weaknesses. The EMU is gradually evolving
into an “Italian-style monetary union”.

The boom in Germany is set to continue,
however, with slightly lower momentum;
below this glossy surface Germany's
competitiveness is gradually eroding.

High unemployment in most EMU countries
is keeping the underlying inflation low for the
time being.

In the US full employment has been reached
for all practical purposes. This is likely to
further gradually push up US core inflation.
To prevent an overheating of the economy,
the Fed will in H2 2018 probably hike rates
by 25 basis points each quarter.

Due to Fed rate hikes, US government bond
yields should rise somewhat. However, the
upside potential appears to be limited after
the most recent rise in yields.

As euro zone core inflation should tend to
disappoint ECB expectations, we forecast
the first ECB rate hike only in September
2019.

In the euro zone, 10y Bund yields should
tend to move moderately upward over
2018 H2 and 2019 H1.

The Fed interest rate hikes have mostly
been priced into the USD exchange rates,
which limits further USD upside potential. In
the longer term, the euro will benefit from the
cautious normalisation of the ECB's
monetary policy.

Regarding Brexit negotiations, our working
assumption is that ultimately there will be an
amicable agreement. However, uncertainty
will remain high for a long period so that
sterling will not recover for the time being.

We expect CNY to slightly depreciate again
over the coming quarters against USD, due
to weaker growth prospects for the Chinese
economy.
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