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The EUR/USD exchange rate appreciated during
the whole Monday and reached its highest level
since September 2018 (1.1781). The euro
appreciated due to the release of the better-
than-expected IFO business climate index in
Germany, while the USD depreciated towards
the Fed meeting. The next day, this exchange
rate depreciated slightly amid fear that the
Coronavirus would have significant adverse
effects on global economic growth. Yet, it
recovered before the end of the day as the Fed
indicated the continuation of incentive
measures after the meeting (interest rate
remained unchanged). On Thursday morning,
unfavourable data on Germany’s GDP in the
second quarter resulted in the exchange rate
fell. On the last day, the euro was under
pressure due to unfavourable data on euro area
GDP (GDP fell 12.1% in the second quarter). The
exchange rate stood at 1.1655 at the beginning
of the week, to reach 1.1777 at the end of the
week.
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The EUR/GBP exchange rate appreciated on
Monday, as the euro was supported by reaching
an agreement on the EU Recovery Fund, and
due to data on the German IFO business climate
index. As of Tuesday, it depreciated after
releasing encouraging economic indicators
about the UK, and this country’s government
has increased the Covid-19 aid package to
include small businesses on the brink of survival.
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At the beginning of the week, the EUR/JPY
exchange rate fluctuated slightly to fall on
Tuesday due to increased demand for safe
funds. As of Wednesday, it appreciated
continuing until the end of the reporting period.
Japanese officials said they would closely
monitor the accelerated strengthening of the
yen, which could further worsen the situation of
export-oriented countries already affected by
the recession.
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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

%
27.07.2020* 31.07.2020? Change
EUR/USD 1.1656 1.1778 1.05
EUR/GBP 0.91101 0.90019 -1.19
EUR/JPY 123.70 124.750 0.85
EUR/AUD 1.64030 1.64906 0.53
EUR/CHF 1.07313 1.07584 0.25
usD/JPY 106.14 105.830 -0.29
GBP/USD 1.2794 1.30850 2.27
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 o 17 September
Rate 0.10% 2020
Bank of England Official Bank 0.10% 6 August 2020
Rate
Swiss National Bank Libor Target -0.75% 24 September
Rate o7 2020
Bank of Canada Ta'rget 0.25% 9 September
Overnight Rate 2020
Reserve Bank of Cash Rate
.259 4 A 202
Australia Target 0.25% ugust 2020

After the Fed’s two-day meeting, interest rates were left at the existing levels, and it was told that they would use
all possible means to enable economic recovery. President Powell said the economy’s state is very uncertain, and
that future development will largely depend on success in keeping the virus under control.

Table 3
Euribor

Eonia and

Changein
27.07.20203 31.07.2020* basis points
Eonia -0.466 -0.4650 0.10
Euribor 1W -0.521 -0.523 -0.20
Euribor 1M -0.513 -0.510 0.30
Euribor 3M -0.448 -0.463 -1.50
Euribor 6M -0.373 -0.407 -3.40
Euribor 12M -0.292 -0.333 -4.10

! 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 government
bonds fell this reporting week and hit a 2-month
low at the end of the week (around -0.56%). The
return fell amid rising demand for safe funds
resulting from an adverse impact of the
Coronavirus on global economic growth and due
to tensions between the USA and China. The
drop in the return resulted from the by
concerns about the US economic recovery, and
unfavourable data on Germany’s GDP. At the
end of the week, the return was -0.525%
compared to -0.44% at the very beginning of the
week.
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At the very beginning of this reporting period,
the return on 10-year US government bonds
was growing due to rising stock prices, but it
soon began to fall, and this trend continued
almost until the end of the week. The return
decreased as concerns about the negative
impact of the Coronavirus caused an increase in
demand for safe funds. Yields were declining in
the eve of the Fed meeting, and also after it.
The Fed left interest rates remained, pointing
out to the challenges from the pandemic that
the American economy is facing. At the end of
the week, it was released that the US GDP
recorded a record decline in Q2, which
additionally encouraged pessimism regarding
the growth of this economy. The return on 10-
year bonds stood at 0.53% at the end of the
week compared to 0.59% at the beginning.
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The gold price continued to rise in this reporting
period. It reached a record high on Tuesday, as
rising geopolitical tensions and concerns about
global economic growth spurred demand for
safe funds. However, this price level (around
1,980 USD/oz) encouraged investors to make a
profit, and the price declined by almost 70
USD/oz on the same day. It recovered during
the rest of the week, causing the price of this
precious metal to reach a record high level at
the end of the week. Until the end of the week,
it increased again due to the USD depreciation,
the Fed meeting expectations and the Fed’s
decision to keep interest rates unchanged
noting that anything will be used to support the
economy. Another reasons included the
announcement of a record US GDP fall in Q2
and still current high demand for safe funds.
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The oil price fluctuated this reporting week.
Factors that caused the weakening of the price
were predictions that stocks of this energy
source in the US will increase, but also reduced
expectations concerning oil demand (mostly
due to the growing number of people suffering
from Coronavirus around the world). On the
other hand, the price rose due to tensions
between the USA and China, the USD
depreciation, US oil inventories fall in the week
preceding this reporting period (the most
significant drop since the beginning of the year,
by 10.6 million barrels - Energy Information
Administration weekly report). A US crude oil
production fell by a record 2 million barrels per
day in May (also EIA monthly report). However,
observed weekly, the price of this energy source
remained unchanged.
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Table 4 - Economic indicators (27 - 31 July 2020)
Expected Current Previous
value value value

(0]1]4143Y Indicator Period

GDP Seasonal Adjustments (GDP SA)

One of the basic macroeconomic indicators, Q2

which represents the calculated value in the QoQ% -12.2% -12.1% -3.6%

market prices of goods and services produced (YoY%) (-14.2%) (-15.0%) (-3.1%)
Euro area 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.

IFO Business climate

It refers to a survey of German companies on July
the current conditions (state) of business in 89.3 90.5 86.2
Germany, and their expectations for the next
six months.

GDP Seasonal Adjustments (GDP SA)

One of the basic macroeconomic indicators, Q2
which represents the calculated value in the QoQ% -9.0% -10.1% -2.2%
Germany 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.

Retail Sales

This indicator measures changes in retail sales June

in Germany. MoM% -3.0% -1.6% 13.9%

GDP Seasonal Adjustments (GDP SA)

One of the basic macroeconomic indicators, Q2

which represents the calculated value in the QoQ% -15.2% -13.8% -5.3%

market prices of goods and services produced (YoY%) (-20.0%) (-19.0%) (-5.0%)
France 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.

Net Consumer Credit

The high value of the indicator points to the
“overheating” of the economy when consumers June
take more credit than necessary for a normal B=mird -2.0B -0.1B -4.6B
living standard.

Mortgage Approvals

This indicator measures the number and/or
value of mortgage loans approved by lenders. June
K=1,000 35.0K 40.0K 9.3K

Great Britain

Gross domestic product (GDP)
It measures the value of products and services Q2
produced inside the country. GDP is the most QoQ% -34.5% -32.9% -32.9%
comprehensive measure of economic output,
and it provides key insights into triggers of an
economy.

Durable Goods Orders

USA An indicator of consumer safety that reflects June
their expectations and ability to spend money. 6.9% 7.3% 15.7%
Its positive growth marks the state of the
economy, helping to strengthen the currency.
Its decline leads to the opposite result.
Many manufacturers plan production based on
available orders, the decline in DGO precedes
the decline in production and vice versa.
Jobless rate

A percentage of jobless persons at the labour June
market actively looking for job. In general, 3.1% 2.8% 2.9%
higher unemployment rate weakens the
economy and results in lower personal
spending.

Japan

Source: Bloomberg
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