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During the reporting period, the EUR/USD exchange
rate depreciated as the result of favourable US
economic data and the coronavirus spread fear. At
the very beginning of the week, the EUR/USD
exchange rate deteriorated due to published better-
than-expected data on US output, and shortly after
that due to published data on the payroll in January
increasing by 291 thousand, which was above
expectations. At the very end of the reporting
period, unfavourable data on orders for durable
goods and industrial production in Germany
weakened the euro. During the period, the Governor
of the Central Bank of Italy also said that the
measures taken by China to prevent the spread of
the virus would significantly affect Italy’s economy.
At the end of the week, the number of deaths from
coronavirus increased to 811, while the number of
infected persons reached 37,198. China will have to
lower its economic growth forecasts for this year due
to the virus outbreak. At the same time, Chinese
officials hope the USA will agree to flexibility
regarding commitments for Phase | of the trade
agreement, as Beijing seeks to curb the spread of the
health crisis, as well as due to its potential negative
impact on GDP.
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The EUR/GBP exchange rate appreciated during
the first day of this reporting week as Boris
Johnson, UK Prime Minister, rejected EU trade
negotiations requirements concerning unfair
competition. However, this exchange rate
dropped slightly over the next two days until
the middle of the week amid optimism that the
UK and the EU would nevertheless reach a trade
agreement this year, although the starting
position is complicated. During the remainder of
the week, the EUR/GBP exchange rate had a
slight upward trend as the French finance
minister stated that British financial institutions
would not have access to the EU market unless
Great Britain complies with EU rules.
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The EUR/JPY exchange rate fluctuated slightly at
the beginning of the week to rise on Tuesday as
stock prices rose due to the expectation that the
Central Bank of China would continue to provide
sufficient liquidity in the market, reducing
concerns about slowing growth. Governor of the
Bank of Japan said it was too early to adopt new
easing measures and it would pay maximum
attention to the coronavirus's impact on Japan’s
economy and prices. There were no significant
changes in the middle of the week. On Friday, the
exchange rate dropped again as the number of
deaths in China increased, and due to the inability
to control the coronavirus spread completely,
which increased the demand for safe assets.
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Table 1 - Exchange rates %
of the most important 03.02.2020" 07.02.20202 Change
currencies
EUR/USD 1.1093 1.09460 -1.33
EUR/GBP 0.84000 0.84918 1.09
EUR/JPY 120.17 120.140 -0.02
EUR/AUD 1.65798 1.64040 -1.06
EUR/CHF 1.06888 1.07010 0.11
usD/JPY 108.35 109.750 1.29
GBP/USD 1.3206 1.28920 -2.38
Table 2 - O_verview of the Central Bank Reference Reference Next
reference Interest rates interest rate interest rate meeting
of the leading central level
banks European Central ECB Main 0.00% 12 March
Bank Refinancing Rate R 2020
Federal Reserves Federal Funds 1.75% 18 March
Target Rate R0 2020
Bank of Japan Overnight Call 0 19 March
Rate 0.10% 2020
Bank of England Official Bank Rate 0 26 March
0.75% 2020
Swiss National Bank | Libor Target Rate -0.75% 19 March
2020
Bank of Canada Target Overnight 0 4 March
Rate 1.75% 2020
Reserve Bank of Cash Rate Target o 3 March
Australia 0.750% 2020

The Central Bank of Australia held a meeting this week at which it decided not to change neither the interest rate nor the way
monetary policy.

Table 3 - Eonia and

Euribor Change in
03.02.2020* 07.02.2020? basis points
Eonia -0.454 -0.452 0.20
Euribor 1W -0.506 -0.509 -0.30
Euribor 1M -0.454 -0.458 -0.40
Euribor 3M -0.393 -0.400 -0.70
Euribor 6M -0.338 -0.339 -0.10
Euribor 12M -0.254 -0.269 -1.50

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS
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On the first day of the reporting week, the
yield on German 10-year government
bonds did not record any significant
changes. It recovered the next day, as the
purchase of stocks on stock exchanges
increased. German bond vyields continued
to rise during Wednesday, amid growing
optimism about finding a cure for the
coronary virus, which had a positive impact
on increasing stock prices in Europe, while
the demand for safe funds reduced. Yields
on 10-year bonds weakened slightly until
the end of the week, and stood at -0.387%.
This happened after Reuters reported that
euro area finance ministers would
recommend an expansionary monetary
policy if the risks to the economy
materialise. These risks include slower
economic growth and spreading of
coronavirus.
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Yields on 10-year US bonds was increasing
during the most of Monday. This happened
since the National Bank of China had taken
measures including repo rates cut,
pumping large amounts of intra-day funds
into the system, and publicly committing to
take the measures required on maintaining
adequate market liquidity. However, near
the end of Monday, yields have returned to
previous levels, as the US Centre for
Disease Control and Prevention announced
that it was preparing for a coronavirus as a
further pandemic. The yield of these bonds
rose over the next two days after China
decided to cut tariffs on imports of US
goods as of 14 February. US stock prices
have also increased. The yield on US stock
prices has also seen growth due to better-
than-expected US employment data for
January. During Thursday and Friday, the
yield on 10-year US Treasury bonds
trended down, as demand for safe assets
increased due to still present fear of
coronavirus.
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The price of gold trended down during the
first part of the reporting period. It
dropped after the Central Bank of China
implemented measures aimed at market
liquidity improving. The strengthening of
the dollar had an additional effect on the
gold price fall. The price of gold was rising
from Wednesday until the end of the
reporting period. The price of gold rose
amid concerns about the effects of the
spread of the coronavirus in China.
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Oil prices dropped sharply on Monday due
to concerns that the spread of the virus in
China would affect demand for this energy.
Over the next day, the price of oil stopped
falling as OPEC representatives met in
Vienna. On Wednesday, it rose sharply due
to the increased likelihood that OPEC
members and partners of that organization
would reduce oil production to improve
the situation at the market. However, the
last two days of this week have raised new
concerns about the worsening situation in
China resulting in oil price reacting
adversely. Moreover, the Russian Energy
Minister’s statement that more time is
needed to commit to an additional
restriction in the production of this energy
product, also put more pressure on oil
price.
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Table 4 - Economic indicators (3 - 7 February 2020)

Country

France

Indicator

Retail Sales

This indicator measures activity related to
retail trade volume (not applicable to
motor cars and motor cycles).

Expected Current Previous

Period
value value value

Q4

MoM% -1.1% -1.6% 1.0%
QoQ% (2.3%) (1.3%) (2.2%)

Germany

Factory Orders

Shows change in the number of orders
with domestic producers. The data shows
the demand for German industrial
products. Factory orders are an early
indicator of the overall consumption in
the economy, which affects economic
growth.

Industrial output

Measures the production output of the
energy sectors, factories and mines.
Growing industrial output points to
increased production and economic
expansion.

December
MoM%
0.6% -2.1% -1.3%

December
-0.2% -3.5% 1.1%

Great Britain

Industrial output

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

January
52.9 53.9 52.9

USA

ISM Manufacturing

This indicator assesses the condition of
the US industry by examining executives
about their expectations regarding future
production, new orders, supplies,
employment and deliveries.

Factory Orders

Shows change in the number of orders
with domestic producers. The data shows
the demand for German industrial
products. Factory orders are an early
indicator of the overall consumption in
the economy, which affects economic
growth.

Change in nonfarm payrolls

This report shows 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). The report does
not include civil servants, non-
governmental organisations and the
agriculture. 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.

January
48.5 52.0 47.2

December
1.2% 1.8% -0.7%

January
K=1.000 165 K 225K 145 K

Source: Bloomberg
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