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FX NEWS
EUR/USD
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The EUR/USD exchange rate was stable on
Monday. However, it depreciated the next
day as unfavourable economic indicators
affected the euro currency trend adversely.
(The Zew index measuring Germany’s
economic condition, recorded worse results
in February, dropping from -9.5 to -15.7
instead of the expected -10.0). On
Wednesday and Thursday, the exchange
rate had a mixed trend due to economic
data released on the US, Germany, as well
as due to an increased number of
coronavirus patients in South Korea and
Japan, which were directing investors
towards safer funds. On the last day, this
exchange rate rose sharply due to the
release that US business activity declined in
February, as well as due to unexpectedly
good economic data on the euro area.
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The EUR/GBP exchange rate rose on
Monday, as the UK's investors’ focus on a

possible delay of budget scheduled for 11
March, due to the resignation of Sajid Javid,
the Chancellor of the Exchequer, amid a
reorganisation taking place in Boris
Johnson's cabinet. Javid’s resignation
happened at an inconvenient time, as he
was due to secure the first budget next
month. On Tuesday, the euro came under
pressure due to data on German economy
that failed to meet expectations, while
favourable labour market data were
released in the UK. The promising January
retail data and the February UK
manufacturing data, which supported the
sterling, were also released during the
week.
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During the first two days, the EUR/JPY
exchange rate saw no significant changes in
the first two days, to rise on Wednesday
after publishing that factory orders in Japan
had fallen more than expected, raising the
prospect of the country’s economy moving
toward recession. On Thursday, demand for
safer assets, such as the dollar, gold, bonds,
increased due to the spread of coronavirus
infection, resulting in yen losing its
attractiveness. The EUR/JPY exchange rate
fluctuated slightly on Friday, but still fell by
the end of the day. The Governor of the
Bank of Japan said it was monitoring the
impact of coronavirus on the economy of
“grave concern” as the epidemic hit
production and exports significantly.
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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
Euribor

Eonia and

%
17.02.2020" 21.02.2020? Change
EUR/USD 1.0831 1.0847 0.15
EUR/GBP 0.83011 0.83707 0.84
EUR/JPY 118.95 120.990 1.72
EUR/AUD 1.61354 1.63691 1.45
EUR/CHF 1.06440 1.06158 -0.26
usD/JPY 109.78 111.610 1.67
GBP/USD 1.3047 1.29640 -0.64
Central Bank Reference Reference Next meeting
interest rate interest rate
level

European Central

ECB Main

0,
Bank Refinancing Rate 0.00% 12 March 2020
Federal Reserves Fitajfgrzl FRt;::s 1.75% 18 March 2020
Bank of Japan Overg;ggt Call 0.10% 19 March 2020
Bank of England Official Bank Rate 0.75% 26 March 2020
Swiss National Bank | Libor Target Rate -0.75% 19 March 2020
Bank of Canada TargetRC:‘llsrmght 1.75% 4 March 2020
Zizfrr;/ﬁaBank of Cash Rate Target 0.750% 3 March 2020
Change in
17.02.2020" 21.02.2020? basis points

Eonia -0.453 -0.454 -0.10
Euribor 1W -0.509 -0.514 -0.50
Euribor 1M -0.480 -0.478 0.20
Euribor 3M -0.413 -0.415 -0.20
Euribor 6M -0.359 -0.356 0.30
Euribor 12M -0.263 -0.287 -2.40

1 0pening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS
MARKET

GRAB

DBR PEYEETEREES 95 Compare %) Act!olls ‘17] Edit Intrad:
oo ) [DSRIENER" - EVEE S Key

m 3D M 6M VID I¥ Y Max Tiek . Chart Content

l‘| "[}:,
/ iy 'MI

; “v‘» j"‘”"ll[

W‘-J il

Source: Bloomberg LP

During this reporting week, the yield on
German 10-year government bonds had a
slight downward trend and ranged from -
0.383% to -0.467%. The weakening of yield
was driven by higher demand for safe
assets, amid rising uncertainty over the
global health crisis.

US GOVERNMENT BONDS MARKET
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The bonds market in the USA was closed
for President’s Day holiday on Monday.
The next day, the yield on 10-year US
Treasury bonds decreased, following
disturbing news from Apple on lower-than-
expected sales in Q1 this year. In the
middle of the week, the yield of the said
bonds did not record any significant
changes as US stocks rose after China
indicated it would offer additional
economic stimulus in the coming period as
the outbreak of the coronavirus continued
to troubled companies. The end of this
reporting week saw a sharp fall in US bond
yields following the release of a report on
the coronavirus spread, which put pressure
on stock prices. The weakening of US
business activity, one of the economic
indicators released on Friday, indicates
that coronavirus is beginning to affect the
economy causing investors to seek refuge
in safe havens.
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During this reporting week, the gold price
trended up. The market showed concerns
about the impact of coronavirus on global
growth. Apple INC warned that the
company's projected revenue for the
current quarter would not meet
expectations due to the harmful effects of
coronavirus. Investors were focusing on
this precious metal this week amid an
economic  slowdown, the intense
coronavirus spread, and central banks'
reactions. The IMF has already warned that
the coronavirus epidemic is disrupting the
economic growth not only of China but
also of other countries, which could reduce
the global economy projected growth in
2020.
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During this reporting week, the oil price
trended down. The USA imposed sanctions
on the leading Russian oil company
Rosneft for maintaining connections with
Venezuela's President Nicolas Maduro.
The sanctions will only be in effect for
three months. The price of this energy-
generating product rose on Wednesday
and Thursday as oil exports in the USA
increased, while crude oil stocks rose less
than forecast. (A week ago, stocks rose by
415,000 barrels, below the 3.2 million
barrel analysts expected). On the last day
of this reporting week, oil prices dropped
again amid an increase in the number of
virus infected persons outside China,
fuelling investors' concerns about the
global economy.
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Table 4 - Economic indicators (17 - 21 February 2020)

Country Indicator Period Expected Current Previous
value value value
Markit euro area manufacturing PMI
PMI measures the confidence among February
managers in output, construction and 47.4 49.1 47.9
Euro area service companies. The index is
calculated from results based on
output, orders, inventories,
employment, prices, etc.

Markit Germany Manufacturing PMI
PMI measures the confidence among
managers in output, construction and February
service companies. The index is 44.8 47.8 45.3
calculated from results based on
output, orders, inventories,
employment, prices, etc.

Germany

Consumer price index (CPI)
It estimates the changes in the cost of January
living, by measuring changes in the MoM% -0.4% -0.3% 0.0%
price level of market basket of (YoY%) (1.6%) (1.8%) (1.3%)
consumer goods and services
purchased by households.

Great
Britain Markit Germany Manufacturing PMI
PMI measures the confidence among February
managers in output, construction and 49.7 51.7 50.0
service companies. The index is
calculated from results based on
output, orders, inventories,
employment, prices, etc.

Markit Germany Manufacturing PMI
PMI measures the confidence among February
managers in output, construction and 51.5 50.8 51.9
USA service companies. The index is
calculated from results based on
output, orders, inventories,
employment, prices, etc.

Factory Orders
Factory orders provide a fairly January
comprehensive  view of  the -8.9% -12.5% 18.0%
manufacturing sector.
Exports/Imports
Export - Products and services January
Japan produced in Japan, sold or pending YoY% -7.0% -2.6% -6.3%
for sale outside of Japan. Import - -1.8% 3.6 -4.9%
Japan’s demand for foreign products.
The value of exports and imports is
an important input in the calculations
of the trade balance, current account
and GDP.

Source: Bloomberg
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