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The EUR/USD exchange rate depreciated this
reporting week as there were no significant events
during the week. The exchange rate’s depreciation at
the beginning of the week was caused by the news
on the Covid 19 vaccine study temporarily stopped.
The exchange rate depreciation was due to the
absence of concrete decisions regarding Brexit, the
support package for the American economy, and due
to the uncertainty surrounding the presidential
elections in this country. In the middle of the week,
the August industrial output slowdown was released,
which put pressure on the European currency. The
growing number of cases infected with Covid around
the world boosted the demand for safe funds, which
is another reason for the exchange rate’s
depreciation. At the very end of the reporting week,
a favourable US economic data were published, and
expectations rose that the fiscal package would still
be adopted before the elections.
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The EUR/GBP exchange rate kept the same level
throughout this reporting period. Within this period,
the exchange rate fluctuated due to uncertainty
regarding Brexit. At the beginning of the week, it
trended down due to the hint that the Friday
negotiations ended positively. However, as the UK-
EU meeting approached (15 October), the exchange
rate began to rise due to speculation that there
would be no progress in the negotiations. The
exchange rate depreciated on Wednesday, since the
Guardian reported that the British Prime Minister’s
Office would ask the President of the EC and EU
leaders to confirm their readiness to work on writing
a joint legal text. However, it soon began to recover
and maintained a slightly growing trend until the end
of the reporting week. At the Thursday meeting,
there was no agreement. However, there were
speculations whether the UK Prime Minister would
continue negotiations. (He said his country was
towards not reaching an agreement with the EU, but
still left room for further negotiations).
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Throughout the week, the EUR/JPY exchange rate
trended down as the Japanese currency appreciated
due to the strengthened demand for safe funds.
Namely, the news on two pharmaceutical companies
stopping the studies of vaccine against the
Coronavirus (due to obstacles in the research), and
the simultaneous growth of the number of new cases
infected with the virus turned investors to safe
investments. Uncertainty over the adoption of the
US support package has further fuelled this demand
and the yen’s value.
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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

%
12.10.2020" 16.10.2020? Change
EUR/USD 1.1826 1.1718 -0.91
EUR/GBP 0.90678 0.90747 0.08
EUR/JPY 124.93 123.48 -1.16
EUR/AUD 1.63339 1.65493 1.32
EUR/CHF 1.07624 1.07212 -0.38
usD/JPY 105.62 105.40 -0.21
GBP/USD 1.3036 1.2915 -0.93
Central Bank Reference Reference Next meeting
interest rate interest rate
level
European Central ECB main
) . 0.00% 29 October 2020
Bank refinancing rate
Federal Reserves Federal Funds 0.25% 5 November
Target Rate o2 2020
Bank of Japan Over;;gtI;t Call -0.10% 29 October 2020
Bank of England Official Bank 0 5 November
Rate 0.10% 2020
Swiss National Bank Libor Target -0.75% 17 December
Rate o7 2020
Bank of C T
ank of Canada Ovemai;gh‘itRate 0.25% | 28 October 2020
Reserve Bank of Cash Rate 0.25% 3 November
Australia Target o2 2020
Change in
12.10.2020" 16.10.2020? basis points
Eonia -0.468 -0.468 0.00
Euribor 1W -0.538 -0.521 1.70
Euribor 1M -0.526 -0.534 -0.80
Euribor 3M -0.509 -0.509 0.00
Euribor 6M -0.486 -0.498 -1.20
Euribor 12M -0.463 -0.468 -0.50

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET

Intraday Price Drart

L3

Source: Bloomberg LP

At the beginning of this reporting week, the
return on German 10-year bonds was stable, to
show a declining trend for the rest of the
period. The return declined as investors turned
to safe investments after a significant increase
in the number of people infected with the
Coronavirus in Europe. The such number of
patients has led to the of new restrictive
measures introduction, and to the
announcement of additional ones in some EU
countries, raising concerns about economic
growth in the coming period. At the end of the
week, the vyield on 10-year German bonds
stabilised around the level of -0.62%.

GOVERNMENT BONDS MARKET

Intraday Price Chart.

Source: Bloomberg LP

The bonds market in the US was closed on
Monday due to the holidays. During the rest of
the week, i.e. from Tuesday until the middle of
Thursday, the return on 10-year US bonds
weakened. Its decline occurred as two
pharmaceutical firms temporarily suspended
clinical trials on Coronavirus treatment. Besides,
the return decrease during this period resulted
from the lack of progress in the US fiscal
stimulus negotiations. However, the yields on
these bonds grew on Thursday afternoon and
on Friday as investors turned to invest in stocks.
The yield on 10-year bonds was 0.74% at the
end of the period.
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The gold price was stable at the very beginning
of this week, to fall sharply on Tuesday after
announcing that the core inflation rate in the
USA recorded a 0.2% monthly increase in
September. The price of this precious metal
rose slightly during the rest of the week as the
United States has not made progress in
adopting fiscal stimulus measures yet.

Intraday Price Chart.
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The oil price fell at the very beginning of this
week, as the strike on oil platforms was stopped
in Norway. It increased on Tuesday and
Wednesday after announcing an increase in oil
imports to China. In the middle of the week, oil
prices continued to rise due to increased
expectations on a drop in US oil stocks. Despite
the periodic oscillations, the price of this fuel
did not change much during the last two days.
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Table 4 - Economic indicators (12 - 16 October 2020)

Country

USA

Indicator

Consumer price index (CPI)

This indicator estimates the
changes in the cost of living,
measuring changes in the price
level of the basket of consumer
goods and services purchased by an
average household.

Producer Price Index (PPI)

This index measures changes in sale
prices of goods and services used
by producers.

Period

September
MoM%
(YoY%)

September
MoM%
(YoY%)

Expected
value

0.2%
(1.4%)

0.2%
(1.0%)

Current
value

0.2%
(1.4%)

0.4%
(1.2%)

Previous
value

0.4%
(1.3%)

0.4%
(0.6%)

Euro area

Consumer price index (CPI)

It estimates the changes in the cost
of living, by measuring changes in
the price level of market basket of
consumer goods and services
purchased by an average
household, therefore representing
the key inflation measure in the
euro area

Trade balance

It represents the relationship
between the amount of the price of
goods exported outside the country
and the price of goods imported
into the territory of that country.

September
MoM%
(YoY%)

August
B=bill.

0.1%
(-0.3%)

18.0b

0.1%
(-0.3%)

219b

0.1%
(-0.3%)

203b

Germany

ZEW Survey Expectations

This survey measures expectations
regarding the economic growth for
the next 6 months. Experts are
surveyed on whether they expect
an improvement or deterioration,
thus the difference between the
number of positive and negative
responses represents the indicator
value.

October

72.0

56.1

77.4

Great
Britain

ILO Unemployment Rate
Unemployment, defined by the
International Labour Organization
(ILO), represents a situation where
people are unemployed but
actively looking for a job.
Unemployment rate measures the
size of unemployment and is
obtained as a percentage when the
number of unemployed individuals
is shared with all. individuals
currently on the labour market.

August

4.3%

4.5%

4.1%

Source: Bloomberg
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