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FX NEWS

EUR/USD
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The EUR/USD exchange rate had a downward trend
during this reporting week. The USD appreciated due
to investors’ concerns about the growing number of
coronavirus-infected people and uncertainty over
the approval of the stimulus package, which spurred
demand for safer investments. The euro depreciated
due to an increase in COVID cases in Europe (which
negatively affected investor confidence), of austerity
measures related to lockouts in Italy and Spain, and
speculation that the French government was
considering to introduce a long national lockout of a
month. Belgium and Greece have also joined a
growing number of countries preparing new or
further tightening measures aimed at halting the
coronavirus spread. This exchange rate depreciated
due to the expectations of the latest ECB new
measures in December, and also due to strong US
economic data. (In Q3, GDP recorded a record
growth of 33.1% compared year-on-year, and the
number of new applications for unemployment
benefits was less than expected).
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The EUR/GBP exchange rate had a volatile trend
during the reporting week. A rising number of new
infections in Europe and the UK reduced the demand
for sterling. Uncertainty over Brexit remained.
Former Belgian Prime Minister Charles Michel, who
now chairs EU leaders’ summits in Brussels, said the
two sides were still struggling to bridge differences in
fisheries, to provide “guarantees of equal conditions,
especially concerning subsidy laws and the
agreement implementation”.
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The EUR/JPY exchange rate trended down during
this reporting week. Growing demand for safe
investments supported the yen, and the stock prices
on US and European stock exchanges dropped. The
overall situation with the coronavirus has caused an
increase in the demand for safe funds. Thus, the
value of the Japanese currency appreciated. This
week, the Bank of Japan (BolJ) held its meeting. The
interest rate has not changed, but economic growth
and inflation forecasts in the current fiscal year have
been reduced. In contrast, the outlook related to the
recovery has improved, with the BoJ adding that
sufficient incentive measures have been taken so far.
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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

%
26.10.2020* 30.10.2020? Change

EUR/USD 1.1860 1.1647 -1.80
EUR/GBP 0.90954 0.89960 -1.09
EUR/JPY 124.19 121.93 -1.82
EUR/AUD 1.66156 1.65708 -0.27
EUR/CHF 1.07276 1.06806 -0.44
UsD/JPY 104.71 104.66 -0.05
GBP/USD 1.3039 1.2947 -0.71

Central Bank Reference Reference Next meeting

interest rate interest rate
level

European Central ECB main 0.00% 10 December
Bank refinancing rate e 2020

Federal Reserves Federal Funds 0.25% 5 November
Target Rate ) 2020

Bank of Japan Overnight Call 18 December
Rate 0.10% 2020

Bank of England Official Bank 5 November
Rate 0.10% 2020

Swiss National Bank Libor Target 0.75% 17 December
Rate ' 2020

Bank of Canada Target 0.25% 9 December
Overnight Rate ) 2020

Reserve Bank of Cash Rate 0.25% 3 November
Australia Target ) 2020

The ECB, the Bank of Japan and the Bank of Canada held regular sessions during this reporting week. They did not
change their reference interest rates. The ECB meeting went as expected. There was no change either in interest
rates or in the amount of the Pandemic Purchase Programme, reiterated to last no later than June 2021. It will not
complete until the “critical phase” of the pandemic ends. The Bank of Japan has lowered its forecasts for economic
growth and inflation in the current fiscal year. In contrast, its outlook on recovery has improved, with the Bol
adding that sufficient incentive measures have been taken so far.

Table 3 — Eonia i Euribor

Change in
26.10.2020! 30.10.2020? basis points
Eonia -0.468 -0.472 -0.40
Euribor 1W -0.533 -0.541 -0.80
Euribor 1M -0.539 -0.548 -0.90
Euribor 3M -0.512 -0.523 -1.10
Euribor 6M -0.496 -0.521 -2.50
Euribor 12M -0.464 -0.489 -2.50

1 Opening 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 bonds rose
slightly during Monday, to see a sharp
decline the next day as demand for safe
funds rose as the number of people infected
with the coronavirus continued to grow.
The news that German companies are
pessimistic about the economic recovery in
the coming period also had an effect (the
index measuring the business climate fell
from 93.2 to 92.7 in October). During the
rest of the week, the return on these bonds
did not change much. It stood between -
0.62% and 0.64%.

US GOVERNMENT BONDS MARKET
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The return on 10-year US government
bonds declined during the first three days of
this reporting period, as the demand for
safe funds increased after the coronavirus
virus continued to spread around the world,
and as no agreement was reached in the US
about the help package. Over Thursday and
Friday, the return on these bonds also
recovered due to uncertainty of the US
presidential election. At the end of this
week, the yield on 10-year bonds was at
0.87%.
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GOLD
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The gold price was stable during the first
two days of this week. In the middle of the
week, it dropped more significantly as the
dollar appreciated against other currencies.
During Thursday, the price continued to fall.
Still, it recovered on Friday, as the
coronavirus spread again in Europe and the
USA, leading to reintroducing lockout in
some countries.
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The oil price was dropping almost
constantly during this reporting period.
During this period, the price drop was due
to concerns that the coronavirus situation
will negatively affect the oil demand
recovery, together with weak prospects for
the adoption of aid packages in the USA.
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Table 4 - Economic indicators (26 — 30 October 2020)

Country

Euro area

Indicator

Unemployment Rate

A percentage of jobless persons at the
labour market actively looking for job. In
general, higher unemployment rate
weakens the economy and results in lower
personal spending.

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 GDP calculation uses
the following four components:
consumption, investments, government
expenditure, and net exports.

CPI estimate

This index uses available data comparable
to a historical trend in order to anticipate
changes in consumer prices. Estimates the
changes in the consumer prices, by
measuring changes in the price level of
market basket of consumer goods and
services purchased by households, thus
representing the key inflation measure in
the Euro area. Positive CPI points to price
increase.

Period

September
MoM%

Q3
QoQ%
(YoY%)

October
MoM%

Expected
value

8.2%

9.6%
(-7.0%)

-0.3%

Current
value

8.3%

12.7%
(-4.3%)

-0.3%

Previous
value

8.3%

-11.8%
(-14-8%)

-0.3%

USA

Durable Goods Orders

This is an indicator of consumer safety that
reflects their expectations and the 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.

Initial Jobless Claims US

It measures the number of people who
receive unemployment benefits. It is similar
to the applicant. The growing number of
jobs accompanies the economic expansion,
which  could influence inflationary
pressures.

September
MoM%

24 October
K=1,000

0.5%

770k

1.9%

751k

0.4%

791k

Source: Bloomberg
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