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Successful mini-EU summit on migration on Sunday is critical for Merkel's government -- The EU has called an emergency
mini-EU summit for Sunday in Brussels to discuss migration. Ms. Merkel needs a concession on being able to block migrants who
have applied for asylum in other countries from entering Germany. Countries expected to attend Sunday's mini-summit include
Germany, France, Italy, Spain, Austria, Greece and Bulgaria. Migration policy will be a key issue addressed at the important full EU
Summit to be held next Thursday/Friday (June 28-29).
German Interior Minister Horst Seehofer this past weekend gave Ms. Merkel two weeks to come up with a concession on the asylumseeker issue or said he would go ahead with his order for German police to turn away from the border migrants that have applied for
asylum in other countries. Ms. Merkel has already vetoed that idea since it would cause new friction with Germany's EU neighbors.
That means that if Mr. Seehofer goes ahead with the order, then Ms. Merkel may have no choice but to fire him.
However, Mr. Seehofer is also the head of the Merkel CDU's sister party, the Bavarian-based CSU. If he is fired, Mr. Seehofer may
pull the CSU out of the governing coalition, thus bringing down the government and forcing new German elections.
A successful meeting on Sunday is critical for the stability of Ms. Merkel's government and by extension for the Eurozone as a whole.
However, a successful meeting is not assured. Italy's new government on Thursday objected to the fact that the EU circulated a draft
agreement for Sunday's meeting that included the concession on asylum seekers that Ms. Merkel needs. Italian Prime Minister Conte
threatened not to attend Sunday's meeting because he said there would be no point in attending if the outcome of the meeting had
already been pre-determined. Ms. Merkel on Thursday had to telephone Mr. Conte to assure him that Italy's views would be heard and
that the outcome of the meeting was not pre-determined.
After Ms. Merkel's call, Mr. Conte agreed to attend the meeting on Sunday. However, the Italian League party has a series of
demands about limiting migration and is looking for major concessions on EU migration policy. Sunday's mini-summit, as well as next
week's full EU Summit, will give the new Italian government a platform for making a splash to their base about their promise to curb
migration.

Italian bonds fall sharply after two Euroskeptics are appointed to key parliamentary positions -- Italian 10-year BTP bonds
fell sharply on Thursday after two League-sponsored euroskeptics were appointed to key committee finance positions in parliament.
The 10-year Italian bond yield on Thursday rose sharply by +18 bp to 2.72% although it remained comfortably below the late-May 4year high of 3.16%. The spread of the 10-year Italian-German yield rose by +22 bp to 240 bp, but remained well below the late-May 5year high of 290 bp.
Euroskeptic economist Alberto Bagnai, who has written books advocating the end of the euro, was appointed as the head of the
finance committee. Meanwhile, Claudio Borghi, the League's economic spokesman and the author of the mini-bot idea, was
appointed as the head of the budget committee. The markets are particularly worried about the idea of mini-bots, which would be
short-dated government IOUs that could act as a kind of parallel Italian currency and could act as a transition currency if Italy were to
leave the Eurozone.
Italian bonds were also undercut by League-leader Salvini's threat to cut Italy's 6 billion euro contribution to the EU budget if Italy does
not get concessions on migration.

June U.S. PMI expected to show a small drop in business confidence -- The market consensus is for today's June Markit U.S.
manufacturing PMI to show a small -0.3 decline to 56.1, adding to May's -0.1 point decline to 56.4. Meanwhile, today's June Markit
U.S. services PMI is also expected to show a -0.3 point decline to 56.5, reversing a small part of May's solid +2.2 point increase to
56.8.
Despite today's expected declines, both the manufacturing and service PMIs are expected to remain strong at 56.1 and 56.5,
respectively. U.S. business confidence is seeing support from (1) the strong economy, (2) the pickup in consumer spending in Q2,
and (3) the Jan 1 tax cuts. Negative factors include (1) concern about tariffs, (2) rising materials and labor input costs, (3) high energy
prices, and (4) political uncertainty in Washington.

Brent crude oil prices fall ahead of OPEC meeting -- Aug WTI crude oil prices on Thursday closed slightly higher by +0.03
(+0.05%) at $65.74 as the market awaits the outcome of the formal OPEC meeting on Friday and the OPEC+ meeting on Saturday.
Oil ministers spent most of Thursday meeting bilaterally and in small groups. Aug Brent crude oil prices on Thursday closed sharply
lower by -1.17 (-2.29%) at $73.03, falling back towards Monday's 7-week low of $72.45.
Saudi Arabia is reportedly still pushing its plan for a quota increase of 1 million bpd, which would translate to an actual production
increase on the ground of about 600,000 bpd. Russia has been pushing a 1.5 million bpd increase, but that appears to be wishful
thinking. Iran on Thursday continued to resist any production increase since it will not be able to participate due to the impending U.S.
sanctions. The market is still expecting an actual production increase on the order of about 500,000 bpd with Iran eventually caving in
to an agreement.
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