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During most of this reporting period, the EUR/USD
exchange rate depreciated . The euro’s depreciation
against the USD early this week came as the US
Secretary of the Treasury stated that President
Trump was ready to introduce additional incentives if
necessary. Later in the week, the euro depreciated as
a German court ruled that the ECB’s new bond-
purchase programme would be illegal under German
law unless the central bank could prove that the
purpose was within the institution’s mandate. It was
only during Friday that the EUR/USD exchange rate
appreciated slightly and as the media began to
report that there would be a gradual opening of the
market around the world.
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The EUR/GBP exchange rate was stable on Monday.
On the following day, it depreciated sharply due to a
German court’s decision regarding the ECB’s bonds
purchase programme. During the rest of the week,
this exchange rate appreciated slightly after the UK
was ahead of Italy in terms of the number of

coronavirus victims, making it the worst affected
country in Europe. The exchange rate appreciation
was also the result of the Bank of England statement
that Great Britain was moving towards the most
significant economic decline in the last 300 years,
however, showing its readiness to offer additional
monetary incentives if necessary.
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By the middle of this reporting period, the EUR/JPY
exchange rate depreciated. The euro’s depreciation
against the yen in this period was the result of a
German court’s decision that the new bond purchase
program was unconstitutional and that the
Bundesbank had to stop purchasing bonds under this
programme within three months unless the ECB
proved that the programme was legal. Over the last
two days, the exchange rate recovered slightly as the
risk appetite for riskier investments increased to a
certain extent.
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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

%
04.052020! 08.052020? Change
EUR/USD 1.0981 1.0839 -1.29
EUR/GBP 0.87805 0.87363 -0.50
EUR/JPY 117.33 115.50 -1.56
EUR/AUD 1.71007 1.65965 2.95
EUR/CHF 1.05560 1.05233 031
UsD/JPY 106.91 106.65 -0.24
GBP/USD 1.2506 1.2410 0.77
Central Bank Reference Reference Next
interest rate interest rate meeting
level
European Central ECB main
. . 0.00% 4 June 2020
Bank refinancing rate
Federal Reserves Federal Funds 0.25% 10 June 2020
Target Rate
Bank of Japan Overnight Call 0.10% 16 June 2020
Rate

Bank of England Official Bank Rate 0.10% 18 June 2020
Swiss National Bank | Libor Target Rate -0.75% 18 June 2020
B ;

ank of Canada Target Overnight 0.25% 3 June 2020

Rate

R

eservg Bank of Cash Rate Target 0.25% 2 June 2020
Australia

During this reporting week, the Bank of England and the Bank of Australia held their regular meetings, and none of them
changed the interest rate.

Table 3
Euribor

Eonia and

Change in
04.05.2020* 08.05.2020? basis points
Eonia -0.454 -0.456 0.2
Euribor 1W -0.503 -0.503 0.0
Euribor 1M -0.460 -0.451 0.9
Euribor 3M -0.273 -0.246 2.7
Euribor 6M -0.170 -0.145 2.5
Euribor 12M -0.118 -0.075 4.3

! Opening market value on Monday.
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS
MARKET
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The return on German 10-year government bonds
was relatively stable earlier this week, before
declining on Tuesday as a German court ruled that
the ECB had three months to prove that the new
bonds purchase program was in line with this
central bank’s mandate. The yield on these bonds
recovered the next day, in the eve of the issuing of
7.5 billion euros of 15-year bonds by Germany. The
yields returned to the previous level on the next
day. On Friday, the return on 10-year German
bonds slightly improved as stock prices on the
German stock exchange increased.

US GOVERNMENT BONDS MARKET

GRAB

USGG1O0YR Index 95 Compare 9§ Actions - 97) Edit - Intraday Price Chart

05 /04/2020(= 8 05 /05, 2020 |- 00:00 J8 23:20fthd —Jlocal cov Rt
M oM YD I S Max Tickv « 4 Chart Content

#

Source: Bloomberg LP

The return on US 10-year bonds rose slightly during
the first three days following the US stock market
recovery and the oil price recovery in the first half
of this week. The return on US 10-year bonds
dropped sharply on Thursday, as economic data
indicated that the US economy was under pressure
following the measures for combating the
coronavirus. On Friday, the vyield on American
bonds recovered expecting corporations to issue
bonds with an investment rating, longer maturities,
and higher issue volumes. The return on 10-year
bonds stood at 0.68% at the end of the week.
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The gold price was stable during the first two
days of this reporting week. In the middle of
the week, the price of this precious metal
dropped slightly, as the USD appreciated
against most currencies. However, it rose
sharply the next day after releasing a series of
unfavourable economic data, including
increasing unemployment in the USA. On the
last day, the gold price dropped slightly.

UCRBRDT Index 99 Compare 96 Act!olls 97] Ed
I (TSP - | ey Events

n]s«vm X Chart Content

Intraday Price Chart

rw \

M‘ ‘)H

U
“MIM [ LJ‘«WJ I‘ |Ju.

"

f
s

Source: Bloomberg LP

During the first two days of this reporting
week, the oil price increased sharply due to
the signal that the surplus stocks of this energy
source globally are finally decreasing and that
some countries reduced oil production. During
the rest of the week, the price of this energy
source did not change much, and the Russian
Deputy Minister of Energy expressed its
expectations that the country would perform
maximum cuts in the production of this energy
source in the short term.
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Table 4 - Economic indicators (4-8 May 2020)

. . Expected Current Previous
Country Indicator Period
value value value
Retail Sales
This indicator measures changes in retail
Euro area sales in Italy. March
MoM% -10.6% -11.2% 0.9%
Factory Orders
March
This index points to a change in the number MoM% -10.0% -15.6% -1.4%
of orders from domestic manufacturers.
CERREI Factory orders are an early indicator of the
overall consumption in an economy, which
affects economic growth.
Industrial output
It measures the output of the energy,
Great Britain factorie§, and .mines sectors..Rising industrial March
production points to output increase and MoM% -13.4% -16.2% 0.9%
economic expansion.
Initial Jobless Claims
Measures the number of people who receive May 2
unemployment benefits. K=1.000 3000 K 3169 K 3839 K
Unemployment rate
The percentage of unemployed individuals April
actively looking for a job. 16.0% 14.7% 4.4%
USA Factory Orders
This index points to a change in the number March
of orders from domestic manufacturers. MoM% -9.7% -10.3% 0.0%
Factory orders are an early indicator of the
overall consumption in an economy, which
affects economic growth.

Source: Bloomberg
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