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This week, the EUR/USD exchange rate
fluctuated slightly and did not change
significantly. On Monday, it appreciated
awaiting comments on the Fed’s monetary
policy during the week. The USD also
depreciated due to encouraging news about the
US-China trade negotiation and due to the
released better-than-expected report about
Germany’s business climate. Later this week,
the euro continued to appreciate after the
investor’ confidence growth in Germany and the
confirmation of China and the USA committing
to the trade agreement. On Wednesday
morning, the EUR/USD exchange rate
depreciated briefly. The reason was the report
on the US orders for durable goods showing
them to be twice as large as expected, which
increased the demand for the USD. The next
day, the exchange rate had a volatile trend. It
first depreciated due to the Fed Chair's
statement that it would allow inflation and
employment to rise, which met market
expectations. After that, it recovered due to the
release of encouraging data on investor
confidence in the euro area. On Friday, the
EUR/USD exchange rate appreciated as the Fed
Chairman signalled that interest rates in the
USA would remain low for an extended period.
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The EUR/GBP exchange rate depreciated during
this week, despite the uncertainty surrounding
Brexit. (The negotiations are expected to
continue on 7 September). On Friday, the
exchange rate fell from 0.8955 to 0.8908. At a
conference of central banks in Jackson Hall, the
BoE Governor said that the quantitative easing
was successful during the COVID-19 pandemic
because the bonds’ purchase worked best when
done “big and fast”. He also emphasized that
accurate measurement of this effect was
harrowing.
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During this week, the EUR/JPY exchange rate
appreciated as the return on US bonds
increased. Moreover, there was a general
increase in demand for risky assets due to
optimistic economic indicators. At the end of
the week, this exchange rate depreciated due to
the announcement that Japan’s Prime Minister
resigned due to health issues.

Weekly Report 24 — 28 August 2020 |2



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

%
24.08.2020.1 28.08.2020.2 Change

EUR/USD 1.17970 1.19030 0.90
EUR/GBP 0.90119 0.89158 -1.07
EUR/IPY 124.810 125.390 0.46
EUR/AUD 1.61723 1.61611 -0.07
EUR/CHF 1.07532 1.07635 0.10
USD/JPY 105.800 105.370 -0.41
GBP/USD 1.30900 1.33530 2.01

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 o 2020

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

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

Changein

24.08.2020* 28.08.2020? basis points
Eonia -0.469 -0.467 0.20
Euribor 1W -0.533 -0.538 -0.50
Euribor 1M -0.517 -0.523 -0.60
Euribor 3M -0.487 -0.477 1.00
Euribor 6M -0.441 -0.444 -0.30
Euribor 12M -0.376 -0.369 0.70

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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During the first three days of this reporting
week, the return on 10-year German
government bonds trended up. The reason was
the stock prices rose following positive news of
trade negotiations between the World’s two
leading economic nations. Besides, the
optimism concerning the developing of a
vaccine against the Coronavirus resulted in the
growing return on German 10-year bonds. In
the middle of the week, the return on these
bonds was stable, while on Thursday it dropped
until the Fed Chair’s speech resulting in a more
significant jump in 10-year yields. Namely, the
Fed Chair’s statement that the Fed would strive
for a 2% inflation rate caused the increase in the
return on German bonds. On Friday, the return
on 10-year German bonds fell slightly and stood
at -0.40%.
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The return on 10-year US government bonds
rose slightly during the first three days of this
reporting period. It grew as both China and the
USA gave conciliatory statements on trade
negotiations, and due to optimism on progress
in developing a vaccine against the Coronavirus.
During a bankers’ symposium in Jackson Hole on
Thursday, the Fed Chair said inflation was 2%
and did not expect interest rates to rise in the
near future, causing the return on US 10-year
bonds to jump. The return on these bonds fell
slightly on Friday and stood at 0.72% at the end
of the period.
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GOLD
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The gold price trended down slightly during the
first two days of this reporting week due to
speculation that the Coronavirus vaccine
development was progressing. An additional
factor supporting the gold price drop was the
news on China-USA were holding a virtual
conference on the trade agreement Phase 1
where both parties agreed to fulfil all the steps
necessary for the agreement success. In the
middle of the week, the gold price had a more
considerable jump as the USD depreciated
against most currencies after the release of
positive data on orders for durable goods from
the USA. During Thursday, the gold price
remained relatively unchanged. It rose again on
Friday, as the USD depreciated against most
currencies making gold more interesting for
investors.
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The oil price increased during the first two days
of this reporting period. The oil price rise in the
mentioned period came as the US oil companies
closed the facilities in the Gulf Area. This closure
happened because the tropical storm Laura was
expected to rage and turn into a hurricane level.
In the middle of the week, the oil price began to
weaken slightly as Hurricane Laura moved
further east, meaning it was significantly less
likely to disrupt refineries and the port in the
Houston area. On Thursday, Hurricane Laura
lost its strength. It was classified to a lower
level, i.e. to the tropical storm category, further
weakening the oil price. During Friday, the oil
price did not change much.
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Table 4 - Economic indicators (24 — 28 August 2020)

Country

Euro area

Indicator

Consumer Confidence

An assessment of consumer confidence in
terms of business conditions, employment
and personal income. The consumer
confidence index is related to personal
consumption.

Economic Confidence

This economic indicator measures the
optimism that consumers feel about the
overall state of the economy and their
financial situation. If the consumer has
confidence in the economy of the
immediate and near future and its finance, it
will spend more than saved.

Period

August

August

Expected
value

-14.9

85.0

Current Previous
value value

-14.7 -14.7

87.7 82.3

Germany

IFO Business climate

It refers to a survey of German companies
on the current conditions (state) of business
in Germany, and their expectations for the
next six months.

GfK Consumer Confidence

Consumer confidence measures the level of
household confidence in terms of economic
performance.

August

September

92.1

1.0

92.6 90.5

France

Business Confidence

This indicator provides information on
future developments based on opinion polls
on the output development, orders and
stocks of finished products in the industry
sector.

August

88

91 85

USA

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

Durable Goods Orders
An indicator of consumer safety that reflects
their expectations and ability to spend
money. Its positive growth marks the state
of the economy, helping to strengthen the
currency. Its decline leads to the opposite
result.

The DGO index is an excellent indicator for
the future. Many manufacturers plan
production based on available orders, the
decline in DGO precedes the decline in
production and vice versa.

Personal Income

This indicator combines income from all
sources, including salary, rent income,
government subsidies, investment income,
etc. They are a secondary indicator of future
consumer demand.

22 August
K=1.000

July

July

1000 K

4.8%

-0.2%

1006 K 1106 K

11.2% 7.6%

0.4% -1.1%

Source: Bloomberg
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