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FX NEWS

EUR/USD
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The EUR/USD exchange rate was stable at the
beginning of this reporting week. However, in
the middle of the week, it recorded a sharp rise,
after publishing that production prices recorded
a monthly growth of 0.7% and that factory in
Germany orders rose in June more than
expected. This exchange rate was stable on
Thursday, to record a sharp decline on Friday,
after announcing that the payrolls in the USA
that exclude employees in  non-profit
organizations increased by 1.763 million.
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The EUR/GBP exchange rate was stable on
Monday, to appreciate over the next two days.
This exchange rate appreciated in the
mentioned period after expecting a regular BoE
meeting. However, on Thursday, this exchange

rate declined after the BoE meeting ended, and
investors lowered expectations that it could
start a negative interest rate policy soon. The
reason was the BoE’s statement of no monetary
policy tightening despite signs of the UK
economic recovery. However, just before
Thursday ended, the EUR/GBP exchange rate
regained some losses and was stable on Friday.
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The EUR/JPY exchange rate appreciated slightly
during most of this reporting week as demand
with less secure assets grew. However, this
exchange rate depreciated slightly on Friday.
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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

%
03.08.2020" 07.08.2020° Change
EUR/USD 1.1778 1.1787 0.08
EUR/GBP 0.90019 0.90311 0.32
EUR/JPY 124.75 124.85 0.08
EUR/AUD 1.64906 1.64685 -0.13
EUR/CHF 1.07584 1.07557 -0.03
usD/JPY 105.830 105.92 0.09
GBP/USD 1.30850 1.3052 -0.25
Central Bank Reference Reference Next meeting
interest rate interest rate
level
& Rk 2020
rate
Federal Reserves Federal Funds 0.25% 16 September
Target Rate o2 2020
Bank of Japan Overnight Call 0 17 September
Rate 0.10% 2020
Bank of England Official Bank 0 17 September
Rate 0.10% 2020
Swiss National Bank Libor Target 0.75% 24 September
Rate 2020
Bank of Canada Ta!rget 0.25% 9 September
Overnight Rate 2020
B
Reserve? ank of Cash Rate 0.25% 4 August 2020
Australia Target

The BoE and the Central Bank of Australia held their regular meetings during this reporting period. None of them
changed either interest rates or the bond purchase program.

Table 3 -
Euribor

Eonia and

Change in
03.08.20203 07.08.2020* basis points
Eonia -0.4650 -0.468 -0.3
Euribor 1W -0.523 -0.525 -0.2
Euribor 1M -0.510 -0.510 0.0
Euribor 3M -0.463 -0.478 -1.5
Euribor 6M -0.407 -0.418 -1.1
Euribor 12M -0.333 -0.350 -1.7

! Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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With minor fluctuations, the return on 10-year
German bonds rose by about 3 base points early
this week. It fell slightly the next day, as demand
for safe funds increased, due to concerns about
the Coronavirus effects on the global economy.
On Thursday, the return fell around 6 base
points due to the stock prices drop on stock
exchanges. The return on 10-year German
government bonds rose slightly on Friday
following the release of a slightly better-than-
expected data from the US labour market.
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The return on 10-year US bonds fluctuated
around 7 base points this week. It rose on
Monday as stock prices recovered. Yet, it
declined the next day as investors worried
about the US economy’s “health” and as the
slow pace of negotiations in Congress over an
additional fiscal aid package to combating the
pandemic. Similar to the German ones, the
return on 10-year US bonds had a trended down
on Thursday and stood at around 0.53%. The US
Treasury Department announced that it would
sell a record 112 billion USD in 3-, 10- and 30-
year bonds under the so-called quarterly refund
of matured bonds to be held next week. The
return on the mentioned bonds rose from
0.52% to 0.56% on the last day after publishing
of positive data from the US labour market
(payrolls increased by 1.763 million in July).
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The gold price was quite stable on Monday and
Tuesday. It rose sharply on Tuesday, exceeding
the level of 2,000 USD/oz at one point due to
the USD depreciation, the concerns about the
Coronavirus impact on the global economy, and
geopolitical tensions. The price continued to rise
the next day and reached a new peak of
2,055.79 USD/oz, as the USD depreciation
resulting from unfavourable data from the US
labour market, and the increased number of
infected in some parts of the country boosted
demand for gold as a safe investment. The gold
price continued to rise on Thursday, as the
deadline for an agreement on a stimulus
package in the United States approached, and
due to new United States-China tensions. The
gold price dropped on Friday after the release of
slightly better-than-expected data on payrolls in
the USA.
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The oil price appreciated during the first three
days of the reporting week, as economic data
from the USA, Europe and Asia pointed to
economic recovery. This raised expectations on
increased demand for fuels. The American
Petroleum Institute announced that stocks fell
by 8.59 million barrels last week, which
continued to increase the price of this fuel. A US
government report was also released on
Wednesday, showing that oil stocks dropped by
7.37 million barrels last week (the lowest level
since April). However, on Wednesday afternoon,
the price recorded a slight decline. Still, it
remained around 43.60 USD/bbl, as fuel and
distillate stocks increased by 2 million barrels
due to the unfavourable summer driving
season. The oil price fluctuated throughout the
whole Thursday, to fall on Friday as countries
around the world still failed to “control” the
Coronavirus spread.
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Table 4 - Economic indicators (3 — 7 August 2020)

) Expected Current Previous
Indicator
value value value
Retail Sales
This indicator measures changes in retail June
Euro area sales in euro area. MoM% 6.1% 5.7% 17.8%
(YoY%) (-0.2%) (1.3%) (-5.1%)
Factory Orders
Factory orders provide a rather June
Germany comprehensive overview of the MoM% 10.1% 27.9% 10.4%
manufacturing sector.
Industrial output
It measures the output of the energy sector,
factories and mines. Growing industrial June
Italy production points to increased production MoM% 5.0% 8.2% 42.1%
and economic expansion.
Industrial output
It measures the output of the energy sector,
factories and mines. Growing industrial June
France production points to increased production MoM% 8.4% 12.7% 19.6%
and economic expansion.
Initial Jobless Claims
Measures the number of people who
USA receive unemployment benefits. 1 August
K=1,000 1400 K 1186 K 1434 K
Gross domestic product (GDP)
It measures the value of products and Ql
services produced inside the country. GDP is QoQ% -0.7% -0.6% -0.6%
Japan the most comprehensive measure of
economic output and provides a key insight
into the main drivers of an economy.

Source: Bloomberg
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