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FX NEWS
EUR/USD
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The EUR/USD exchange rate did not record any
major changes during the first three days of this
reporting week. However, this exchange rate
recorded a sharp growth on Thursday morning
after the Fed's regular meeting. The rise in the
exchange rate came as the Fed kept interest
rates at the current level and pointed out that
the risk of inflation declined, adding that it
would be cautious in future interest rate
developments. In the rest of the day, the
EUR/USD exchange rate retracted from the
maximum level of 1.1536 as the Bundesbank
President stated that weakening in the German
economy would take longer than initial
estimates. The EUR/USD exchange rate rose
slightly during the last day of the week, ending
the week at 1.1456.
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The EUR/GBP exchange rate had an upward
trend during the reporting week. The pound
weakened at the start of the week, in the wake
of the UK parliamentary vote on the UK's Plan B
for leaving the EU. The British Parliament
adopted the so-called Spellman's amendment in
a vote on Tuesday, by which the UK government
calls for cancelling the possibility of leaving the
European Union  without reaching an
agreement. The Prime Minister May, who will
have to face the EU representatives again to
negotiate new conditions for leaving the EU,
was not in favour of this amendment. France,
the second most powerful member of the EU,
said there could be no new negotiations and
demanded a credible British proposal. Juncker,
President of the European Commission, believes
that the chances of not reaching an agreement
on Brexit increased. The British currency
weakened against the euro by the end of this
reporting week.
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The EUR/JPY exchange rate was stable until
Thursday. The exchange rate recorded a decline
that day as the demand for safe assets rose. On
the last day of the week, the exchange rate
recovered all losses from the previous day and
rose to a maximum level for this reporting week
of 125.74 as it was announced that the
Japanese manufacturing sector recorded the
lowest growth rate in January in the past 29
months.
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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

%
28 January 2019 ! 1 February 2019 2 Change
EUR/USD 1.14060 1.1456 0.44
EUR/GBP 0.86420 0.87566 1.33
EUR/JPY 124.920 125.46 0.43
EUR/AUD 1.58941 1.58002 -0.59
EUR/CHF 1.13294 1.14050 0.67
usD/JPY 109.550 109.500 -0.05
GBP/USD 1.31960 1.3079 -0.89
Central Bank Reference interest Reference Next
rate interest rate meeting
level
European Central | ECB Main 7 March
. . 0.00%
Bank Refinancing Rate 2019
Federal Reserves | Federal Funds 5 50% 20 March
Target Rate 2019
Bank of Japan Overnight Call o 15 March
Rate 0.10% 20109.
Bank of England | Official Bank Rate 0.75% 7 February
2019
Swiss National Libor Target Rate 0 21 March
Bank -0.75% 2019
Bank of Canada Target Overnight 0 6 March
Rate 1.75% 2019
Reserve Bank of | Cash Rate Target 1.50% 5 February
Australia N 2019

The regular meeting of the Fed was held during this reporting week and it was decided that the interest
rate would remain at the same level. The Fed stated on this occasion that it will be patient in terms of
increasing the interest rate this year, as the growing uncertainty regarding the US economic outlook was

pointed to.

Table 3 - Eonia and
Euribor

Change in
28.01.2019." 01.02.2019.2 basis points
Eonia -0.369 -0.365 0.40
Euribor 1W -0.376 -0.375 0.10
Euribor 1M -0.368 -0.369 -0.10
Euribor 3M -0.307 -0.308 -0.10
Euribor 6M -0.237 -0.235 0.20
Euribor 12M -0.114 -0.110 0.40

'0pening market value on Monday

“Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS
MARKET
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The vyields on 10-year German government
bond recorded a decline in this reporting
period (yields fell from 0.22% to 0.15%). At the
very beginning of the week, yields on long-
term German bonds had a tendency for growth
as the ECB President Mario Draghi stated that
the bank is ready to adjust all its instruments if
there is a need, which reduced the demand for
safe funds. In the rest of the week, yields on
German bonds followed the trend of yields on
US bonds. Generally, investors were not
inclined to invest in risky assets due to
concerns over the slowdown in global
economic growth and trade standstill in the US
- China relations.

US GOVERNMENT BONDS MARKET
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The yields on 10-year US bonds were stable for
the most of the week (yields varied a few basis
points only). From Wednesday afternoon, as
well as on Thursday, yields on these bonds fell
by 10 basis points, after the Fed's two-day
session ended. The Central Bank announced
that it will temporarily pause with regard to
further increase of interest rates in the
country, as there is uncertainty about the
United States economic outlook (geopolitical
tensions, political disagreements). There was a
slight recovery in yields on Friday due to
encouraging data from the US labour market.
The yields on U.S. 10-year bonds started the
week at 2.76%, closing at 2.68%.
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Price of gold was on an almost constantly
upward trend during the reporting week. The
rise in the price of gold resulted in the growing
concern that a trade war between the US and
China will negatively affect global economic
growth. Also, the growth in demand for safe
assets, and hence the rise in gold prices, is also
affected by the uncertainty over Brexit. An
additional factor that led to rise in gold prices
this week were also the comments by the FED
officials that they will be patient in future
interest rate increases. The price of gold fell
slightly at the very end of the reporting week as
the positive data from the US labour market
were released.
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The price of oil recorded decline on the first
day of this reporting week due to investors'
concerns over the slowdown in global
economic growth. However, the next day there
was a recovery in the price of oil as the US
Treasury Secretary said it was possible for the
White House to abolish tariffs for China if
Beijing offers certain concessions. Qil price
growth continued over the next few days, as
the news came from the US that crude oil
stocks increased less than expected. There was
a slight drop in oil prices on Thursday, and it
was announced that production in China fell in
January. However, on the last day of the week,
a sharp increase in oil prices occurred, as it was
reported that the number of oil wells in the
United States fell to the lowest level in the past
nine years.
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Table 4 - Economic indicators (28 January - 1 February 2019)

Country

Euro area

Indicator

Gross domestic product seasonal
adjustments (GDP s.a.)

One of the basic macroeconomic
indicators, which represents the
calculated value in the market prices
of goods and services produced
within the country, but excludes the
income of citizens and corporations
working abroad. The following four
components are used to calculate
GDP: consumption, investments,
government expenditure, and net
exports.

Period

IV Quarter
QoQ%
(YoY%)

Expected
value

0.2%
(1.2%)

Current
value

0.2%
(1.2%)

Previous
value

0.2%
(1.6%)

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.

January P
MoM%
(YoY%)

-0.8%
(1.6%)

-0.8%
(1.4%)

0.1%
(1.7%)

France

Gross domestic product (GDP)

One of the basic macroeconomic
indicators, which represents the
calculated value in the market prices
of goods and services produced
within the country, but excludes the
income of citizens and corporations
working abroad. The following four
components are used to calculate
GDP: consumption, investments,
government expenditure, and net
exports.

IV Quarter
QoQ%
(YoY%)

0.2%
(0.9%)

0.3%
(0.9%)

0.3%
(1.3%)

USA

Change in nonfarm payrolls

This is a report showing the total
number of newly employed workers
at the monthly level by branches of
economy (health care, finance,
mining, construction, production,
wholesale, retail, transport and
storage, IT sector). This report does
not include civil servants, non-
governmental organizations and the
agricultural sector. It serves as the
basis for tailoring economic policy
and forecasting future economic
trends. The most important data in
this report is the monthly change in
the total number of employees. It
represents strong signal of total
economic trends in the country, and
covers 80% of total number of
employees whose income is included
in GDP calculation.

January
K=1,000

165K

304K

222K
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