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Early this week, the EUR/USD exchange rate
appreciated. On Tuesday, it stood at its weekly
maximum and hovered around 1.2011. This
exchange rate depreciated later in the week due
to the release of better-than-expected US
economic data. The euro also depreciated due
to increased expectations that the ECB will
inject more stimulus into the economy at the
upcoming meeting after this central bank
expressed concern about the single European
currency’s sharp strengthening. The euro also
depreciated due to unfavourable retail data in
Germany.

data showed that consumer loans in the UK
were above expectations in July (1.2 billion
GBP), while the expected amount was 0.8 billion
GBP. Mortgages approved in July were also
above expectations, i.e. 66.3 thousand
approvals compared to June’s 39.9 thousand.
BoE Governor Bailey said he had no plans yet to
use negative interest rates. The rise in real
estate prices in the UK in August was an
additional reason for GBP appreciation. At the
end of the week, the EUR/GBP exchange rate
recovered as the GBP was under pressure due
to fears that Brexit could occur in October,
however without an agreement.

EUR/JPY

Source: Bloomberg LP

EUR/GBP

The EUR/JPY exchange rate appreciated early
this week, as did the abovementioned exchange
rates. In the middle of the week, this exchange
rate depreciated slightly, and it did not change
significantly by the end of this reporting period.
A Reuters’s poll showed that the Japanese
economy is expected to shrink more than
previously
estimated
due
to
capital
expenditures incurred resulting from the
Coronavirus pandemic.

Source: Bloomberg LP

At the beginning of the week, the EUR/GBP
exchange rate had a volatile trend. Later this
week, this exchange rate depreciated. Sterling
appreciated due to the publication of more
favourable economic data. Namely, the BoE
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Table 1 - Exchange rates
of the most important
currencies
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

31.08.2020

04.09.2020

%
Change

1.19030
0.89158
125.390
1.61611
1.07635
105.370
1.33530

1.1834
0.89146
125.65
1.62519
1.08091
106.20
1.3183

-0.58
-0.01
0.21
0.56
0.42
0.79
-1.27

1

Central Bank

Reference
interest rate

European Central
Bank
Federal Reserves
Bank of Japan
Bank of England
Swiss National Bank
Bank of Canada
Reserve Bank of
Australia

ECB main
refinancing rate
Federal Funds
Target Rate
Overnight Call
Rate
Official Bank
Rate
Libor Target
Rate
Target
Overnight Rate
Cash Rate
Target

2

Reference
interest rate
level
0.00%
0.25%
-0.10%
0.10%
-0.75%
0.25%
0.25%

Table 3 – Eonia and
Euribor
Eonia
Euribor 1W
Euribor 1M
Euribor 3M
Euribor 6M
Euribor 12M

1
2

Next meeting

10 September
2020
16 September
2020
17 September
2020
17 September
2020
24 September
2020
9 September
2020
1 September
2020

31.08.20201

04.09.20202

Change in
basis points

-0.467
-0.538
-0.523
-0.477
-0.444
-0.369

-0.467
-0.530
-0.517
-0.483
-0.451
-0.401

0.00
0.80
0.60
-0.60
-0.70
-3.20

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

The return on 10-year German government
bonds fluctuated slightly around 4 base points
for the first two days, as trading volume
weakened due to UK holidays and awaiting the
release of economic indicators. Later this week,
the return continued to weaken as the ECB
indicated that further monetary easing could be
“on the table”. The ECB will also comment on
the euro’s appreciation at its meeting, which
could lead the ECB to lower its inflation
forecasts. The return on 10-year German
government bonds ranged from -0.50% to 0.46% on Friday. The better-than-expected data
on the US unemployment rate affected the
return growth, which halted briefly due to
weakening stock prices, mainly in the
technology area. This week, Germany held an
auction of its first “green government bonds”
maturing on 15 August 2030. By the end of the
year, it will sell another set of bonds with the
same maturity, so that the total amount of
green bonds this year will amount to around 11
billion euros. The proceeds from the sale are
expected to be directed to environmental
projects. At the end of the week, the return
stood at -0.473%.

The return on 10-year US government bonds
weakened earlier this week, as a Fed
representative Lael Brainard said the US
economy remained vulnerable to various risks
and that the government should continue
providing fiscal support, adding that the Fed
would stay flexible. Reduced demand for risky
assets, such as stocks, led to a decline in the
return on these bonds. On Friday, the return on
10-year US government bonds rose sharply
(almost 10 base points) due to encouraging data
from the US labour market (there was an
increase in wages and payrolls outside the
agricultural sector, while the unemployment
rate dropped more than expected). At the end
of the week, the return on US 10-year
government bonds stood at 0.71%.
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GOLD

OIL
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The gold price fluctuated slightly at the very
beginning of the week. Later this week, it
declined. The demand for gold dropped due to
the USD appreciation and encouraging data
from the US manufacturing sector, giving
investors hope for economic recovery. At the
end of the week, investors were more willing to
invest in riskier funds due to the release of
encouraging data on the US labour market, and
as the holiday in this country was approaching,
resulting in lower trade volume.

Early this week, oil price declined as a new
infection wave that hit leading economies
prevailed against demand recovery forecasts (in
the morning, prices rose briefly after the release
of encouraging data on China’s industrial
sector). The oil price weakened throughout
Wednesday as fuel demand weakened in the
USA the previous week, and due to the USD
exchange rate appreciation. Throughout Friday,
the price weakened amid concerns about the
demand due to low level of driving during the
summer season. The upcoming US Labour Day
marked the informal end of the summer months
of driving, and declining demand was due to
forthcoming refineries closing due to seasonal
maintenance.
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Table 4 - Economic indicators (31 August – 4 September 2020)
Country

Euro area

Germany

Great Britain

USA

Indicator
Retail Sales
This indicator measures activity related to
retail trade volume (not applicable to motor
vehicles and motorcycles).
Producer Price Index (PPI)
This index measures changes in sale prices
of goods and services used by producers in
the euro area. High PPI, together with the
high value of other inflation indicators, will
force the ECB to strive for an increase in
interest rates, while declining PPI may
indicate an economic slowdown.
Consumer Price Index CPI
It estimates the cost of living changes by
measuring changes in the price level of
market basket of consumer goods and
services purchased by an average
household, therefore representing the key
inflation measure in the euro area.
Factory Orders
This index points to a change in the number
of orders from domestic manufacturers. The
data gives an overview of the demand for
German industrial products. Factory orders
are an early indicator of the overall
consumption in an economy, which affects
economic growth.
Mortgage Approvals
This indicator measures the number and/or
value of mortgage loans approved by
lenders.
Change in non-farm payrolls
This report shows the total number of newly
employed workers at the monthly level by
branches of economy (health care, finance,
mining, construction, production, wholesale,
retail, transport and storage, IT sector). The
report does not include civil servants, nongovernmental organisations and the
agriculture. Serves as the basis for tailoring
economic policy and forecasting future
economic trends. The most important data
in this report is the monthly change in the
total number of employees. It represents a
strong signal of total economic trends in the
country, and covers 80% of total number of
employees whose income is included in GDP
calculation.

Expected
value

Current
value

Previous
value

July
MoM%
(YoY%)

-1.0%
(1.9%)

-1.3%
(0.4%)

5.3%
(1.3%)

July
MoM%
(YoY%)

0.5%
(-3.3%)

0.6%
(-3.3%)

0.7%
(3.7%)

0.0%
(0.1%)

-0.1%
(0.0%)

-0.5%
(-0.1%)

July
MoM%

5.0%

2.8%

28.8%

July
K=1,000

55.0 K

66.3 K

39.9 K

22 August
K=1,000

1350 K

1371 K

1734 K

Period

GE
August
MoM%
(YoY%)

GE

Source: Bloomberg
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