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At the very beginning of this reporting week, the
EUR/USD exchange rate appreciated after the
stock market in China grew, resulting in the
demand decline for safe assets, such as the
USD. To wit, the stock market in China grew
during the mentioned period after the
influential state media announced that
“nurturing a healthy” growing market after the
pandemic was now more critical for the
economy than ever. The next day, this exchange
rate depreciated slightly, to appreciate sharply
in the middle of the week. The European’s
currency appreciation came as the ECB’s Vice
President said the latest data from the euro
area was more optimistic than before pointing
to a less-than-expected economic downturn in
Q2. The next day, this exchange rate
depreciated sharply as the demand for safe
funds increased after concerns that a
reappearance of the Coronavirus would harm
the global economic recovery. On the last day,
the EUR/USD exchange rate appreciated
slightly.
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The EUR/GBP exchange rate appreciated at the
beginning of this week as the UK media
reported that the Governor of the BoE had sent
a letter to banks stating that “negative rates are
potential mechanisms to be considered if
additional stimuli were needed.” During the rest
of the week, this exchange rate depreciated due
to growing optimism that the EU and the UK
would agree on Brexit. The EU allowed British
companies to access the UK derivatives market
after Brexit, and to access clearing companies
that are in charge of settling transactions worth
several trillion dollars. Moreover, the exchange
rate depreciation was the result of the British
Minister of Finance’s statement that the
country was now able to borrow at record low
rates allowing them to bear a higher level of
debt.
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The EUR/JPY exchange rate was stable during
most of this reporting period, to start showing a
downtrend on Thursday. This exchange rate
depreciation occurred as the growth of
Coronavirus patients resulted in declining
optimism concerning the global economic
recovery.
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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

Table 3 - Eonia and

Euribor

%
06.07.2020! 10.07.2020? Change
EUR/USD 1.1248 1.1300 0.46
EUR/GBP 0.90126 0.89530 0.66
EUR/JPY 120.95 120.86 0.07
EUR/AUD 1.62066 1.62612 0.34
EUR/CHF 1.06288 1.06355 0.06
UsD/JPY 107.51 106.93 -0.54
GBP/USD 1.2483 1.2622 1.11
Central Bank Reference Reference Next meeting
interest rate interest rate
name level
European Central ECB main
. . 0.00% 16 July 2020
Bank refinancing rate
Federal Reserves F:—:fgr:»lc FRL;:SS 0.25% 29 July 2020
Bank of Japan Over;;iZt Call 0.10% 15 July 2020
Bank of England Official Bank
g Rate 0.10% 6 August 2020
Swiss National Bank Libor Target 0.75% 24 September
Rate R 2020
Bank of Canada Ta.rget 0.75% 15 July 2020
Overnight Rate
ReserV(.e Bank of Cash Rate 0.75% 4 August 2020
Australia Target
Changein
06.07.20203 10.07.2020* basis points
Eonia -0.464 -0.464 0
Euribor 1W -0.519 -0.522 -0.3
Euribor 1M -0.502 -0.503 0.1
Euribor 3M -0.435 -0.440 -0.5
Euribor 6M -0.314 -0.330 -1.6
Euribor 12M -0.238 -0.284 4.6

1 0pening market value on Monday
2 Closing market value on Friday

Weekly Report 6 — 10 July 2020 |3




EUROPEAN GOVERNMENT BONDS MARKET
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The return on 10-year German government
bonds declined by some 4 basis points this
reporting week, from -0.42% to -0.46%. Such a
trend was mostly the result of the stock market
trends, and the concerns about the Coronavirus
spread. Apart from the auction of Irish
government bonds (1.5 billion euros in 7-, 10-
and 30-year bonds), there were no significant
developments in the European government
bond market in this reporting period.
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The return on 10-year US government bonds
also dropped this week. Early this week, the
weakening of prices on the Chinese stock
market caused the downward trend. In the
middle of the week, this market recovered
slightly due to the shift in the stock market.
However, after publishing the details from the
29 billion USD of 10-year bonds auction, the
return continued to drop. (The Ministry of
Finance announced that the auction attracted
demand above average). Growing concerns that
a reappearance in Coronavirus infected would
harm global economic recovery boosted the
demand for safe assets, resulting in the decline
of these bonds until almost the end of the week.
A strong auction of 30-year bonds also
contributed to this. Compared to 0.67% at the
very beginning of the week, these yields stood
at 0.57% on Friday. However, on the same day,
they recovered to 0.64%, as stock prices rose.
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During this reporting period, the gold price rose
mostly due to concerns about the Coronavirus
spread. To wit, the increase in the number of
infected people, and the statement of the US
chief expert on infectious diseases that any
vaccine made for the virus would most likely
protect the body for only a limited period,
increased the demand for safe assets. By the
end of the week, the number of confirmed
infections exceeded 3 million in the United
States alone, accounting for a quarter of the
total number of infected in the world. The price
of this precious metal also rose due to the stock
prices decline, almost reaching an 11-year high
of 1818.02 USD on Wednesday. However, the
price retreated from this level on Friday.
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The oil price fluctuated throughout the week. At
the very beginning of the week, the price went
up, but the concern that the Coronavirus spread
would jeopardize the demand for this energy
source soon resulted in its decline. The market
recovered in the middle of the week, mainly due
to the expectations that the EIA report would
show the decline in US crude oil stocks. The
price also rose due to signs of fuel consumption
recovery, with limited growth after both APl and
EIA reports showed oil inventories rising.
However, the concerns about the constant
growth in new Coronavirus infected continued
to bring down the price of this fuel. The price of
oil recovered on Friday afternoon.
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Table 4 - Economic indicators (6 — 10 July 2020)

Expected Current Previous
value value value

Country Indicator Period

Factory Orders It shows the change
in the number of orders from May
domestic manufacturers. The data MoM% 15.4% 10.4% -25.8%
gives an overview of the demand
for German industrial products.
This is an early indicator of the

overall consumption in the
economy, which affects economic
growth.

Germany Industrial output

It measures the output of the
energy sector, factories and mines. June
In the short term, this indicator is MoM% 11.1% 7.8% -17.9%
significant as it shows the strength
of the UK’s industrial activity.
Growing  industrial  production
points to increased production and
economic expansion.

Retail Sales
This indicator measures changes in May
Euro area . .

retail sales in euro area. MoM% 15.0% 17.8% -11.0%
Retail Sales

Italy This indicator measures changes in May 15.5% 24.3% -10.5%
retail sales in Italy. MoM%
Initial Jobless Claims
Measures the number of people
who receive unemployment
benefits. It is similar to the 4 July

USA applicant. The growing number of K=1000 1375K 1314K 1427K

jobs accompanies the economic
expansion, which could influence
inflationary pressures.

Source: Bloomberg
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