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During the first three days of this reporting
week, the EUR/USD exchange rate appreciated
due to investors’ concerns about the recovery of
the world’s largest economy and to growing
USA-China geopolitical tensions. This
appreciation trend was interrupted in the
middle of the week when the euro began to
depreciate as the euro area economy slowed
after the re-growth in the number of
Coronavirus patients. The release of the
declining data of euro area index measuring
production and service activities at the end of
the week resulted in a stronger EUR/USD
exchange rate depreciation.
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Generally, the EUR/GBP exchange rate has
been declining this week as the British currency
has been supported by optimism about the

continuation of UK-EU negotiations. Besides,
the British currency was backed by positive
retail data, which reduced the investors’
concern that the Bank of England would lower
interest rates. This exchange rate only
appreciated on Friday after EU-UK Brexit
negotiations stalled. These chapters concern the
most challenging chapters - the access to British
fishing waters, and the state aid rules that the
UK will follow.
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The EUR/JPY exchange rate has been
continuously depreciating this week. The
depreciation of the euro against the yen came
as investors turned to safe funds after relations
between China and the US tightened further as
the US government imposed additional
restrictions on Huawei. Moreover, unfavourable
economic data from the euro area further
contributed to the euro’s depreciation.
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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

%
17.08.2020" 21.08.2020? Change
EUR/USD 1.1842 1.1797 -0.38
EUR/GBP 0.90489 0.90119 -0.41
EUR/JPY 126.24 124.81 -1.13
EUR/AUD 1.65140 1.61723 -2.07
EUR/CHF 1.07651 1.07532 -0.11
usD/JPY 106.60 105.80 -0.75
GBP/USD 1.3086 1.3090 0.03
Central Bank Reference Reference Next meeting
interest rate interest rate
level
ok | refnanain 000 | 10September
g el 2020
rate
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 T:—.Trget 0.25% 9 September
Overnight Rate 2020
Reserve Bank of Cash Rate 0.25% 1 September
Australia Target o2 2020
Change in
17.08.2020" 21.08.2020? basis points
Eonia -0.464 -0.469 -0.5
Euribor 1W -0.526 -0.533 -0.7
Euribor 1M -0.519 -0.517 0.2
Euribor 3M -0.482 -0.487 -0.5
Euribor 6M -0.432 -0.441 -0.9
Euribor 12M -0.353 -0.376 -2.3

1Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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The return on 10-year German government
bonds trended down during this reporting week.
It dropped awaiting a 30-year government bond
auction. The auction raised 1.249 billion euros
from the sale of bonds at an average return of
0.05%. The weakening of the return also
resulted from unfavourable data on the euro
area index measuring production and service
activities. At the end of the week, the return on
10-year German government bonds stood at -
0.5087%.

US GOVERNMENT BONDS MARKET
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The return on 10-year US government bonds
trended down for most of this reporting week,
following a USD depreciation and rising stock
prices. In the middle of the week, it rose slightly
due to the last Fed meeting conclusions showing
that its board members did not see “yield
limitation” or “yield targeting” justified at that
moment. They also said that this policy could be
accessed only in significantly different
conditions. The declining return trend continued
until the end of the week, after the release of
worse-than-expected data on unemployed in
the USA, and investors increased the demand
for safe funds. At the end of the week, the
return on 10-year US government bonds stood
at 0.6282%.
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The gold price rose at the beginning of the week
due to a significant increase in the number of
Coronavirus patients globally. On Tuesday, the
price rose above 2,000 USD/oz. due to the USD
depreciation, as renewed tensions between the
USA and China over Huawei technology boosted
investors’ demand for safe funds. In the middle
of the week, the gold price fell from the
previous maximum amid the USD recovery and
the release of the previous Fed meeting
minutes. By the end of the week, the price did
not change much.
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The oil price has been stable for most of this
reporting week, averaging around 44.12
USD/bbl. American Petroleum Institute’s report
released during this reporting period showed
that US gasoline inventories rose about 5 million
bbl./week. At the same time, crude oil
inventories fell by 4.26 million barrels, the
fourth week in a row. The Fed and OPEC have
expressed concern about the demand recovery
for this fuel as many countries around the world
failed to limit the Coronavirus spread.
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Table 4 - Economic indicators (17 — 21 August 2020)

Country

Great Britain

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.

Period

July
MoM%

Expected
value

-0.1%

Current
value

1.1%

Previous
value

0.8%

Japan

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.

Industrial output

It measures the output of the energy
sector, factories and mines. Growing
industrial  production  points  to
increased production and economic
expansion.

Q2
QoQ%

June
MoM%

-26.9%

1.9%

-27.8%

1.9%

-2.2%

2.7%

USA

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

15 August
K=1000

920K

1106K

963K

Source: Bloomberg
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