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The EUR/USD exchange rate dropped early
this week to reach the previous level the
next day as a result of positive data from
Germany. Specifically, it was reported that
investor confidence rose in Germany in
September compared to the previous
month. For the rest of the week, this
exchange rate recorded higher fluctuations,
with a decrease during the last day. The
decline in the exchange rate over the last
day came as a decision by the Chinese
delegation to cancel a visit to US farms
increased concern about global economic
growth, and a statement by the German
finance minister that the third quarter
started "weak" further knocked this
exchange rate down.
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The EUR/GBP exchange rate was relatively
stable over the first three days of the week,
but declined on Thursday. The decline of the
exchange rate during this period came as
the President of the European Commission
stated that the institution was ready to do
everything possible to prevent Brexit
without a previously reached agreement.
This exchange rate saw no major changes
during the last day of the week.
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The EUR/JPY exchange rate fell slightly
during the first day of the week, to increase
slightly on Tuesday. The exchange rate saw
almost constant decline for the rest of the
week. The fall in the exchange rate came as
the Bank of Japan announced possible
measures to revive the economy and
inflation it could introduce at its next
meeting in October.
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Table 1 - Exchange rates
of the most important
currencies

Table 2 - Overview of
the reference interest
rates of the leading

central banks

%
16-Sep-2019* 20-Sep-2019° Change
EUR/USD 1.10730 1.1017 -0.51
EUR/GBP 0.88615 0.88300 -0.36
EUR/JPY 119.72 118.53 -0.99
EUR/AUD 1.60679 1.62821 1.33
EUR/CHF 1.09679 1.09214 -0.42
USD/JPY 108.09 107.56 -0.49
GBP/USD 1.25010 1.24780 -0.18
Central Bank Reference interest Reference Next
rate interest rate meeting
level

European Central ECB Main .

Bank Refinancing Rate 0.00% 24-Oct-2019

Federal Reserves Federal Funds 2 250 18-8ep-2019

Target Rate

Bank of Japan Overg;gtr;t Call -0.10% 19-8ep-2019

Bank of England Official Bank Rate 0.75% 19-Sep- 2019

Swiss National Libor Target Rate -0.75% 19-8ep-2019

Bank

Bank of Canada Target Overnight 1.75% 4-0ct-2019

Rate
Reserve Bank of Cash Rate Target 1.00% 3-Sep-2019

Australia

The Fed held a regular meeting this week, cutting interest rates by 25 basis points. During this
reporting period, it also held a regular meeting with the Bank of Japan, not changing anything in
the way in which the monetary policy was conducted so far, but it was announced that
additional monetary stimulus could be introduced at the next meeting.

Table 3 - Eonia and
Euribor

Change in
16.09.2019. 20.09.2019.2 basis points
Eonia -0.369 -0.458 -8.9
Euribor 1W -0.425 -0.494 -6.9
Euribor 1M -0.438 -0.454 -1.6
Euribor 3M -0.400 -0.393 0.7
Euribor 6M -0.377 -0.358 1.9
Euribor 12M -0.325 -0.298 2.7

'Opening market value on Monday

“Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS
MARKET
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The yields on German 10-year government
bonds fell by around 7 basis points at the
week level, as demand for safe funds
increased. The attack on oil plants in Saudi
Arabia was the reason why demand for
safe assets was intensified. Yemen's Houthi
movement claimed responsibility for drone
attacks on Saudi's Aramko company
facilities. Market tensions over this act
were present throughout the week. In the
mid-week, the Fed's decision to cut its
interest rate by 25 basis points led to a
decline in yields on 10-year German bonds.
The German 10-year bond yields started
the week at -0.45% and closed it at the
level of -0.52%.
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The yields on US 10-year government
bonds had a slightly declining trend
throughout the week (the development
followed the trend of German government
bonds, as shown in the graphs). The attack
on oil plants in Saudi Arabia triggered the
demand for safe assets, and along with the
Fed meeting, marked this week. The Fed
reduced its interest rate by 25 basis points
at this week's meeting (the interest rate is
now 2%), which was in line with
expectations, but forecasts for a further
reduction in interest rates were
significantly reduced by the end of this
year. At the very end of the week, yields
were weakening as the US stock prices fell.
The German 10-year bond yields started
the week at 1.88% and closed it at the level
of 1.72%.
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At the very beginning of the reporting
week, gold rose following the attack on
Saudi Arabia's oil plants. The value of gold
then fluctuated slightly until Wednesday
afternoon when it fell. The drop of 1.7%
was a result of Fed's decision to reduce the
interest rate by 25 basis points, which also
showed that there was no same view on
this. The Fed's decision-makers were
divided into two groups, those who
advocate maintaining interest rates at the
same level, emphasizing that domestic
spending is at a solid level, and those
advocating for a reduction in interest rates
and keeping inflation low. On Friday, gold
prices rose in this market due to new
tensions between China and the US, which
resulted in an increased need to invest in
safer assets.
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At the beginning of the week, oil prices had
an upward trend, as attacks on Saudi
Arabia over the weekend further strained
relations in the Middle East. Both the US
and the UK condemned Iran for this attack.
Although Yemen's Houthi movement
members claimed responsibility for drone
attacks on Saudi Arabia oil plants, one
British  official argued that the
aforementioned statement was not
credible, as the remains of Iranian cruise
missiles were found at the site of the
attack, and the "sophistication level"
strongly indicated to an lIranian
involvement. On Tuesday, oil prices
dropped as Saudi Arabia managed to
recover about 40% of its capacities, while a
full recovery at the largest plant "Abkaik™ is
expected by end-September, Aramko said
in a statement. There were no major
changes in the price of oil in the last two
days of the week.
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Table 4 - Economic indicators (16 - 20 August 2019)

Country

Indicator

Period

Expected

value

Current
value

Previous
value

Euro Area

ECB Main Refinancing Rate
The ECB meeting is held every first
Thursday of the month.

ECB Deposit Facility Rate
Deposit rate offered to banks for
depositing money with the ECB.

12 September

12 September

0.00%

-0.50%

0.00%

-0.50%

0.00%

-0.50%

Germany

Consumer price index (CPI)
Estimates the changes in the cost of
living, by measuring changes in the
price level of market basket of
consumer goods and services
purchased by an  average
household.

August F
MoM%
(YoY%)

-0.2%
(1.4%)

-0.2%
(1.4%)

-0.2%
(1.4%)

USA

Consumer price index (CPI)
Estimates the changes in the cost of
living, by measuring changes in the
price level of market basket of
consumer goods and services
purchased by an  average
household.

August
MoM%
(YoY%)

0.1%
1.8%

0.1%
(1.7%)

0.3%
1.8%

France

Consumer price index (CPI)
Estimates the changes in the cost of
living, by measuring changes in the
price level of market basket of
consumer goods and services
purchased by an  average
household.

August
MoM%
(YoY%)

0.5%
(1.1%)

0.5%
(1.0%)

0.5%
(1.1%)

Great
Britain

Industrial output

Measures the production output of
the energy sectors, factories and
mines. In the short term, this
indicator is of high significance
because its shows the intensity of
UK's industrial activities. Growing
industrial  output  points to
increased production and economic
expansion, which is "healthy" for
the sterling.

July
MoM%
(YoY%)

-0.3%
(-1.1%)

0.1%
(-0.9%)

-0.1%
-0.6%

Source: Bloomberg
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