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During this reporting week, the EUR/USD
exchange rate had an upward trend. This
exchange rate’s appreciation was influenced by
the Fed meeting awaiting. Progress in the US
incentive package has also boosted risk
appetite. The euro was supported by solid
research in France and Germany (indices related
to the manufacturing and service sectors).The
EUR/GBP exchange rate had an upward trend
during the reporting week.
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Early this reporting week, the EUR/GBP
exchange rate fluctuated, to depreciate in the

middle of the week as the news on Brexit
negotiations extending encouraged sterling
against the euro and the dollar. On Friday, the
euro recovered slightly against sterling,
following the announcement that Germany,
Italy and the Netherlands were suspending
flights from the UK. At the same time, Belgium
banned air and rail transport. France has
announced it will stop the entry of passengers
from the UK by any form of transport. Travel
bans followed after the latest figures showed
that a new COVID-19 variant was causing an
alarming rise in infections in London and south-
east England.
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The EUR/JPY exchange rate fluctuated slightly
during most of this reporting week, before rising
slightly at the end of the week. This exchange
rate ranged between 125.71 and 127.01.
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Table 1 - Exchange rates
of the most important
currencies

Table 2 - Overview of
the reference interest
rates

rates of the leading
central banks

%
14.12.2020° 18.12.2020? Change
EUR/USD 1.2112 1.2257 1.20
EUR/GBP 0.91576 0.90608 -1.06
EUR/JPY 126.04 126.62 0.46
EUR/AUD 1.60780 1.60836 0.03
EUR/CHF 1.07789 1.07789 0.00
USD/JPY 104.04 103.30 -0.71
GBP/USD 1.3224 1.3523 2.26

Central Bank

Reference interest

Reference interest

Next meeting

rate rate level
European Central ECB main 21 January
0,

Bank refinancing rate 0.00% 2021

Federal Reserves Federal Funds Target 0.25% 27 January
Rate o 2021

Bank of Japan Overnight Call Rate -0.10% 21 January
P 2021

Bank of England Official Bank Rate 0.10% 4 February
2021

Swiss National Libor Target Rate o 25 March
Bank 0.75% 2021

Bank of Canada Target Overnight o 20 January
Rate 0.25% 2021

Reserve Bank of Cash Rate Target 0.10% 2 February
Australia R 2021

The Fed, the Bank of Japan, the Bank of England, and the Swiss National Bank held their respective regular monthly meetings
during this reporting week. These banks did not change the reference interest rates. At the Fed meeting, it was concluded to
continue injecting cash into the financial markets until the US economy’s recovery is ensured. The Fed will continue to increase
government bonds investments by at least 80 billion monthly and those in mortgage-backed agency securities by at least 40
billion monthly until significant progress in achieving the full employment and price stability goals. The Bank of Japan extended
its bond repurchase program until September 2021. This central bank said the economy rate had risen, but was in line with
expectations, only moderately, given the pandemic-associated risks.

Table 3 - Eonia and
Euribor

Change in
14.12.20203 18.12.2020* basis points
Eonia -0.472 -0.473 -0.10
Euribor 1W -0.552 -0.548 0.40
Euribor 1M -0.554 -0.560 -0.60
Euribor 3M -0.543 -0.537 0.60
Euribor 6M -0.520 -0.520 0.00
Euribor 12M -0.499 -0.498 0.10

1 Opening market value on Monday
2 Closing market value on Friday

Weekly Report 14 — 18 December 2020 |3




EUROPEAN GOVERNMENT BONDS MARKET

280 Corp 99 Compare 99 Actions - 90 E Inlraday Price Chart
-: n Key Events
Chart

Source: Bloomberg LP

At the beginning of the week, the return on 10-
year German government bonds did not change
significantly. Still, it increased later in the week
due to better-than-expected data on euro area
output indices. In the last two days, the return
on the mentioned bonds did not change
significantly. At the end of the week, the return
stood at -0.573%.

US GOVERNMENT BONDS MARKET
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The return on 10-year US government bonds
fluctuated earlier this week. The next day, it
rose from increased optimism on passing an aid
package in Congress to support the economy.
During the reporting period remainder, the
return trend was fluctuating and averaged
around 0.92%. The increased number of
assistance requests led to a return decline. On
Thursday, the return increased due to the US
legislators’ growing hints on being close to the
aid package agreement amounting to some 900
billion USD. At the end of the week, the return
on long-term bonds stood at 0.94%.
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The gold price had been rising throughout the
reporting period amid market participants’
increased expectations concerning additional
monetary and fiscal stimuli. The growing
number of coronavirus patients worldwide has
prompted new restrictive measures. In the
middle of the week, the Fed’s president stated
that interest rates would not increase until the
inflation rate returned to its trajectory, which
continued to strengthen gold price. The price
was stable on Friday.
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The oil price fluctuated on Monday, but it
remained the same daily level. The price rose
due to the start of vaccinations in the USA. It
weakened due to the monthly OPEC report
publication which revised the estimated fuel
demand downwards in Q1 from 1 million barrels
to 0.5 million barrels per day. On Tuesday, this
fuel price rose as vaccination boosted hopes for
a fuel demand recovery. The news of a tanker
explosion in Saudi Arabia made the markets
“nervous”. The price also rose due to optimism
about the progressing negotiations in the USA
on aid measures. Together with the vaccination
start, this raised expectations that this fuel
demand would recover. The upward oil prices
trend continued further during the week due to
the USD depreciation and the announcement
that US oil inventories dropped by 3.1 million
barrels the week before. At the end of the
week, market participants remained optimistic
about vaccines’ presentation and the United
States’ prospects due to growing hopes on an
aid package approval. This caused the oil price
to rise.
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Table 4 - Economic indicators (14 - 18 December 2020)

Country

Euro area

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. Therefore, it is a key measure of
euro area inflation.

Consumer price index (CPI Core)

Method for measuring core inflation This is
the consumer prices index excluding price
of energy and food. This method has
become used increasingly as food and
energy prices can be unstable, and their
volatile movements could affect the
measure of inflation.

Period

November
MoM%
(YoY%)

November
YoY%

Expected
value

-0.3%
(-0.3%)

0.2%

Current
value

-0.3%
(-0.3%)

0.2%

Previous
value

-0.3%
(-0.3%)

0.2%

France

Business Confidence Indicator

This indicator is based on expectations
concerning new orders and impressions of
the general economic situation. The higher
value of the indicator is usually
accompanied by the investments’ growth
leading to a higher output level.

December

81

91

79

Germany

IFO Business climate

Monthly survey of companies in Germany
(in production, construction, wholesale and
retail), in terms of the current business
climate and expectations for the next 6
months. Given that Germany “accounts for”
a quarter of the total GDP of the euro area,
this is a significant indicator of the
economic health of the euro area as a
whole.

December

90.0

92.1

90.9

Great Britain

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.

Consumer price index (CPI Core) U

Method for measuring core inflation This is
the consumer prices index excluding price
of energy and food. This method has
become used increasingly as food and
energy prices can be unstable, and their
volatile movements could affect the
measure of inflation.

November
MoM%
(YoY%)

November
YoY%

0.1%
(0.6%)

1.4%

-0.1%
(0.3%)

1.1%

0.0%
(0.7%)

1.5%

USA

Initial Jobless Claims

Measures the number of people receiving
unemployment allowances. It is similar to
the applicant. The growing number of jobs
accompanies the economic expansion,
which could influence inflationary
pressures.

December 12
K=1,000

818K

885K

862 K

Source: Bloomberg
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