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FX NEWS

EUR/USD
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Early this week, the EUR/USD exchange rate
fluctuated. At the end of the week, the
exchange rate appreciated due to the increased
demand for riskier assets such as stocks, and to
better-than-expected data on inflation in the
United States. The higher inflation rate in the
USA reduces the advantage of real interest rates
over the euro area (the inflation rate in the USA
was 0.6% in July). On Friday, the USD was at a
weekly low against the euro, as the US
economic recovery slowed and negotiations to
boost the country’s economy stalled.
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The EUR/GBP exchange rate depreciated
throughout Monday as the number of retail
customers in the UK recorded a weekly increase
of 3.8% in August compared to the previous one
after the government’s “Eat Out to Help Out”
programme launch. The programme is worth
500 million GBP and offers a 50% discount on
the food and drink bill (excluding alcohol) which
will apply on Mondays, Tuesdays and

Wednesdays in August. The next day, the
exchange rate began to recover, after the
release of the number of employed in the UK
dropping at the highest rate since 2009. (Data
showed that the number of employed people
decreased by 730K from March to July this
year). By the end of the week, the EUR/GBP
exchange rate continued to grow after
announcing that the British economy recorded a
quarterly decrease by 20.4% in Q2 due to the
Coronavirus pandemic. The British Minister for
Economy said that the data on GDP confirmed
that Britain was facing a difficult period,
thousands of people have lost their jobs, and
this trend was likely to continue in the coming
months. The British currency appreciated briefly
against the euro on Friday. The rise in the pound
was supported by an improved investors’
appetite for riskier assets due to growing
optimism about trade Brexit negotiations,
following a statement by UK chief negotiator
David Frost that an agreement could be reached
in September.
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The EUR/JPY exchange rate appreciated during
most of this reporting week resulting from the
euro’s appreciation and rising stock prices on
Asian stock exchanges.
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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

%
10.08.2020" 14.08.2020? Change

EUR/USD 1.1787 1.1842 0.47
EUR/GBP 0.90311 0.90489 0.20
EUR/JPY 124.85 126.24 1.11
EUR/AUD 1.64685 1.65140 0.28
EUR/CHF 1.07557 1.07651 0.09
usD/JPY 105.92 106.60 0.64
GBP/USD 1.3052 1.3086 0.26

Central Bank Reference Reference Next meeting

interest rate interest rate
level
European Central ECB main 10 September
. . 0.00%

Bank refinancing rate 2020

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 o7 2020

Bank of Canada Ta‘rget 0.25% 9 September
Overnight Rate 2020

Reserve Bank of Cash Rate 0.25% 1 September
Australia Target o2 2020

Change in

10.08.20203 14.08.2020* basis points
Eonia -0.468 -0.464 0.40
Euribor 1W -0.525 -0.526 -0.10
Euribor 1M -0.510 -0.519 -0.90
Euribor 3M -0.478 -0.482 -0.40
Euribor 6M -0.418 -0.432 -1.40
Euribor 12M -0.350 -0.353 -0.30

! Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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Early this week, the return on 10-year German
bonds was stable to record a growing trend to
the end of the week. The recovery in German
bond return came after releasing positive data
on investor confidence in Germany. The index
that measures investor confidence in Germany
reached the level of 71.5 during August,
compared to July 59.33. Moreover, the
industrial output monthly growth in the euro
area by 9.1% in June caused the return on
German bonds to rise. The growth of the return
on American bonds also influenced the recovery
of German bond return in the last half of the
week. The return on 10-year German bonds
rose from -0.51% to -0.42% this week.
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The return on 10-year US government bonds
rose steadily during this reporting period. The
growth has occurred as large issues of both
government and corporate bonds are expected
in the USA in the coming period. At the same
time, the better-than-expected inflation in the
USA further shifted the return on US bonds to a
higher value. Specifically, the inflation in the
USA recorded a 0.6% monthly increase in July.
The return on 10-year US bonds rose from
0.55% to 0.70% during this period.
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On the first day of this reporting period, the
gold price was stable to fall sharply on Tuesday.
Namely, during Tuesday, the growth of
investors’ demand for riskier assets on Tuesday
resulted in the price decline of this precious
metal. During the rest of the week, the gold
price did not change much and ranged around
1945 USD/oz.
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The oil price rose from Monday to the middle of
Tuesday. After that, it experienced a sharp drop
due to concerns about the lacking progress
concerning the aid package that would be
aimed at stimulating the US economy. The oil
price recovered on Wednesday, as the USA
recorded was a drop in oil stocks by 4.5 million
barrels over the previous week. The oil price
was dropping from Thursday until the end of the
day on Friday, as the International Energy
Agency lowered its forecasts regarding the oil
demand for this year.
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Table 4 - Economic indicators (10 - 14 August 2020)

Country

Euro area

Indicator

Sentix investor confidence

A monthly survey showing market
opinion on the current economic
situation and expectations for the next
quarter. Usually, a higher reading of the
index is considered positive for the
euro area, having a positive effect on
the euro.

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

August

Q2P
P=preliminary
QoQ%
(YoY%)

Expected
value

-16.0

-12.1%
(-15.0%)

Current
value

-13.4

-12.1%
(-15.0%)

Previous
value

-18.2

-12.1%
(-15.0%)

Germany

CPI - EU Harmonised

The harmonized index of consumer
prices is an indicator of inflation and
price  stability, which uses a
methodological concept applied by all
EU Member States.

July
MoM%
(YoY%)

-0.5%
(-0.1%)

-0.5%
(-0.1%)

-0.5%
(-0.1%)

Italy

CPI - EU Harmonised

The harmonized index of consumer
prices is an indicator of inflation and
price  stability, which uses a
methodological concept applied by all
EU Member States.

July
YoY%

0.9%

0.8%

0.9%

Great Britain

ILO Unemployment Rate 3-mths

UK

Unemployment, defined by the
International Labour Organization (ILO),
is a situation where people are out of
work and actively seeking employment.
This rate measures the size of
unemployment, and it is obtained as a
percentage when the number of
unemployed is put in relation to the
total number of people currently in the
labour market.

June

4.2%

3.9%

3.9%

USA

Initial Jobless Claims
Measures the number of people who
receive unemployment benefits.

8 August
K=1000

1100K

963K

1191K

Source: Bloomberg
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