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KEY HEADLINES:
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The widespread flight to safety seen in Thursday’s trading has helped the USD
Index back to its feet, but only just. The USD Index is barely recovering after a
two-week hammering it has taken following the dump of the US Dollar on hopes of
economic recovery. Those hopes are now hanging in the balance after the Fed’s
economic projections painted a grim outlook for the US economy. Predictions by
the Fed that more-than-doubled the GDP forecast to the downside compounded
similar warnings of global economic contraction from the OECD earlier in the week.
Treasury Secretary Steve Mnuchin said on Thursday that another economic
shutdown would harm the US, even in the event of a second wave of COVID-19
cases. "We can't shut down the economy again," Mnuchin said during an interview
with CNBC. "I think we've learned that if you shut down the economy, you're going
to create more damage." That damage goes beyond economic fallout, extending to
"medical problems and everything else that get put on hold," he said. "I think it
was very prudent what the president did," Mnuchin said, "but I think we've learned
a lot."

The euro is once again on the front foot, gaining 0.3% to the dollar during early
Wednesday trading. The single currency continues to benefit from the almost
euphoric risk-on sentiment that has taken over financial markets, as well as from
signs of growing cohesion and solidarity between the member countries.
Conversely, dollar weakness is explained by investors’ caution as they focus on
today’s Fed meeting; some fear the central bank could set monthly targets for its
asset purchasing program, in an effort to control the recent rise in treasuries
yields.

Economic Indicators to be released.

Indicator Currency Forecast Previous Impact
GDP m/m GBP -18.0% -5.8% HIGH
Manufacturing Production m/m GBP -15.5% -4.6% HIGH
Prelim UoM Consumer Sentiment usD 75.0 723 HIGH
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