Financial and Banking Operations Department
- International Reserves Management Division -

International Financial Market
Report
(14-18 October 2019)

Podgorica, 23 October 2019

FX NEWS
EUR/USD
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During the first two days of the reporting
week, the EUR/USD exchange rate was
stable, to start growing from the middle of
the week. This exchange rate appreciated
due to optimism that the EU and the UK
would reach agreement on Brexit, as well as
due to negative data on the USA. The USA
published retail data worse than expected,
which fuelled the speculations that the FED
would continue the policy of interest rates
decreasing. Moreover, the optimism on
possible progress in relations between
China and the USA resulted in growing
demand for less risky funds, reflecting on
the appreciation of the EUR/USD exchange
rate.
EUR/GBP

The EUR/GBP exchange rate has been
constantly depreciating during the reporting
period due to optimism that the EU and the
UK would agree on an agreement on Brexit.
This was done at the end of the week by
resolving the disputable issue of the
Northern Ireland-Ireland border with nonestablishing of a solid border, but Northern
Ireland benefiting from a UK-led trade
policy, and at the same time being a “point
of entry to EU single market”. However, the
UK Parliament will still need to ratify this
agreement between the EU and the UK over
the coming week.
EUR/JPY

Source: Bloomberg LP

The EUR/JPY exchange rate was on a
constant uptrend this week. This
appreciation was the result of investors'
increased demand for riskier funds
following a partial US-China trade
agreement and optimism on Brexit. Yen
depreciated due to news that consumer
prices in Japan rose in September at the
slowest rate in the last two years.

Source: Bloomberg LP
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Table 1 - Exchange rates
of the most important
currencies

14 October 2019
EUR/USD
EUR/GBP
EUR/JPY
EUR/AUD
EUR/CHF
USD/JPY
GBP/USD

Table 2 - Overview of
the reference interest
rates of the leading
central banks

1.1167
0.86097
121.07
1.62929
1.100932
108.45
1.2984

Central Bank

Reference interest
rate

Reference
interest rate
level

European Central
Bank

ECB Main
Refinancing Rate

Federal Reserves

Federal Funds
Target Rate
Overnight Call
Rate
Official Bank Rate

Bank of England
Swiss National
Bank
Bank of Canada
Reserve Bank of
Australia
Table 3 - Eonia and
Euribor
Eonia
Euribor 1W
Euribor 1M
Euribor 3M
Euribor 6M
Euribor 12M

2

18 October 2019

2

1.10420
0.87235
119.710
1.62546
1.10057
108.290
1.26680

Bank of Japan

1

1

Libor Target Rate
Target Overnight
Rate
Cash Rate Target

0.00%
2.00%
-0.10%
0.75%
-0.75%
1.75%
0.750%

%
Change
1.13
-1.30
1.14
0.24
0.03
0.15
2.49

Next
meeting
24 October
2019
30 October
2019
31 October
2019
7 November
2019
12 December
2019
30 October
2019
5 November
2019

14 October 20193

18 October 20194

Change in
basis points

-0.465
-0.496
-0.473
-0.418
-0.358
-0.303

-0.462
-0.488
-0.438
-0.407
-0.351
-0.298

0.3
0.8
3.5
1.1
0.7
0.5

Opening market value on Monday
Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS
MARKET

US GOVERNMENT BONDS MARKET

Source: Bloomberg LP
Source: Bloomberg LP

Yields on 10-year German government
bonds soared this week. At the beginning
of the week, there were no major
deviations and the average yield stood
around -0.457%. Yields rose yet on Tuesday
afternoon due to China's willingness to
hold additional talks with the USA. The
growing optimism on Brexit, and improved
China-USA relations contributed to the
increased demand for riskier funds until
the end of the week (yield at the end of the
week stood at -0.382%). Speculations that
Germany would increase fiscal incentives
to boost economic growth continued to
push yields upwards. On Friday, the yields
saw no major changes.

Due to Labour Day holiday, the market was
closed on Monday. Yields on US 10-year
government bonds fluctuated slightly
during the rest of the week. The positive
development of US-China trade relations, a
signal of the UK and EU getting closer to
the Brexit agreement, and higher-thanexpected earnings of US companies in Q3
of this year, made yields rise. At the end of
the week, yields on 10-year bonds stood at
1.757%.
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GOLD

OIL

Source: Bloomberg LP
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Earlier this week, the price of gold rose as
China was ready for further talks before its
President agreed to sign the “first phase”
of a trade agreement imposed by Donald
Trump. After that, the price trended down
due to increased optimism that the EU and
the UK were heading towards agreement
on Brexit, which reduced demand for
secure funds. The demand for gold
intensified again on Wednesday and
Thursday as the unexpected decline in US
retail raised concerns about the economy.
The demand also increased due to
Washington’s stance on Hong Kong (the US
administration backs protesters), which
could jeopardize negotiations with Beijing.
The price of gold was volatile on the last
day.

During the first two days of the reporting
week, oil prices weakened amid concerns
over a not-yet reached trade agreement
between the two powers, the US and
China. Washington and Beijing made some
compromises last week, but China
intended to hold a few more negotiations
to clarify the details of the “first phase” of
the agreement set by the US President.
New IMF estimates of slowing global
economic growth increased expectations
that demand for this energy would also
decline, which resulted in price drop of this
fuel. The price fluctuated after that,
however with many growth moments,
mostly due to the expectation that OPEC
would continue to reduce output. On
Friday, oil prices plummeted amid concerns
that the economy was slowing globally
(weak data on China's economic growth
were published).
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Table 4 - Economic indicators (14 - 18 October 2019)
Country

Euro area

Great
Britain

France

USA

Expected
value

Current
value

Previous
value

August
MoM%
(YoY%)

0.3%
-2.5%

0.4%
-2.8%

-0.4%
(-2.0%)

August
MoM%
(YoY%)

0.2%
1.8%

0.1%
1.7%

0.4%
1.7%

September
MoM%
(YoY%)

-0.3%
0.9%

-0.30%
0.9%

-0.3%
0.9%

12 October
K=1.000

215 K

214 K

210 K

Indicator

Period

Industrial output
Measures the changes in the
output
volume
of
the
production, service and mining
sectors.
Consumer price index (CPI)
Estimates the changes in the
cost of living, by measuring
changes in the price level of
market basket of consumer
goods and services purchased by
an average household.
Consumer price index (CPI)
Estimates the changes in the
cost of living, by measuring
changes in the price level of
market basket of consumer
goods and services purchased by
an average household.
Number of applications for
receiving
unemployment
allowances
(Initial
Jobless
Claims)
Measures the number of people
receiving
unemployment
allowances.
Similar to the
applicant, the growing number
of jobs is accompanied by an
economic expansion that could
influence inflationary pressures.

Source: Bloomberg
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